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HEARINGS 


BKFOBB  TBI 

/ 


COMMITTEE  ON  BANKING  AND  CURRENCY. 


SUGGESTIONS  SUBMITTED  TO  THE  COMMITTEE  BY  THE  CHAIRMAN  AT 

A  BKGULAE  MEETING  ON  DECEMBER  15, 1897. 


Gentlshen  of  the  Oommittee  :  We  can  not  hope  to  secure  favor- 
able action  in  Congress  npon  needed  amendments  to  the  natioual-bank 
act,  whatever  their  substance,  that  are  not  presented  in  such  form  as 
to  meet  the  approbation  of  the  70,000,000  people  whose  servants  we  are. 
"  therefore  wish  to  call  yonr  attention  to  a  few  obvious  facts. 

It  is  generally  conceded  that  the  banking  and  currency  laws  need 
amendment.  What  changes  would  do  most  to  induce  an  equitable  dis- 
tribution of  banking  capital  and  currency  notes  over  the  whole  country, 
according  to  the  needs  of  each  section,  there  does  not  seem  to  be  any 
agreement  of  opinion  npon.  That  under  the  law  as  it  stands  the  agri- 
caltural  and  higher-interest  sections  of  the  country  suffer  very  great 
and  unnecessary  hardship  and  loss  in  exorbitant  interest  charges 
fbrced  upon  lenders  of  capital  by  tbe  bank  law  and  present  methods  of 
issuing  currency,  is  asserted  by  the  experts  in  finance  of  this  and  other 
conntries. 

The  only  safe  and  efficient  remedy  for  this  seems  to  be  in  allowing  the 
people  to  have  a  currency  issued  on  those  sound  banking  principles 
upon  which  it  is  issued  in  all  other  countries.  That  the  system  of 
relieving  bankers  of  all  the  responsibility,  risk,  and  expense  of  main- 
taining specie  payments  upon  all  the  currency  notes  in  circulation,  and 
devolving  this  redemption  in  specie  on  the  Government  Treasury,  con- 
trary to  tbe  practice  and  condemned  by  the  experience  of  every  coun- 
try, has  cost  our  people  immense  sums  in  direct  loss  and  manifold  more 
iu  indirect  loss  and  suffering  in  intensifying  monetary  panics  and  indus- 
trial depressions,  is  believed  by  the  great  body  of  our  people. 

The  seed  from  which  sprang  tbe  recent  financial  crisis  and  industrial 
depression  was  undoubtedly  an  insufficient  i*evenue,  but  the  soil  that 
received  it  had  been  fully  prepared  to  give  it  its  fruitage  of  incalcula- 
ble disaster  to  our  people,  by  a  financial  system  at  variance  with  and 
condemned  by  allexperience. 

-  Whatever  remedies  are  needed  we  should  diligently  seek  and  imme- 
diately and  fearlessly  apply.  We  can  not  justify  ourselves  to  the 
people  if  we  wait  for  a  repetition  of  the  unhappy  experience  of  the  past. 
We  are  in  duty  bound  to  come  to  an  early  decision  upon  some  form  of 
amendments  ,to  the  banking  law  that  will  preserve  what  is  valuable, 
allow  currency  to  be  issued  upon  sound  banking  principles,  and  be  a 
thorough  and  equitable  solution  of  the  whole  problem.    I  will  only  add : 
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4  CHANGES   IN   THE   CUBBENCT   SYSTEM. 

First.  That  I  am  thoroughly  convinced  the  people  do  not  desire  the 
retirement  of  the  whole  body  of  United  iStates  legal-tender  notes. 

Second.  That  they  do  desire  that  their  Government  shall  continne  to 
control  and  issue  all  the  currency  notes  used  by  the  people. 

Third.  That  the  banks  only,  shall  put  the  notes  so  furnished  into  cir- 
culation and  be  responsible  for  their  redemption  iti  specie. 

Fourth.  That  banks  shall  be  required  to  keep  each  and  every  form 
of  coin  and  paper  money  at  a  par  with  every  other. 

Fifth.  That  the  Government  guarantee  the  final  payment  of  every 
dollar  issued. 

Sixth.  To  justify  this  guaranty  and  save  the  Government  from  loss 
it  should  collect  a  tax  upon  all  currency  notes  supplied  by  it  sufficient 
to  guarantee  the  (Jnited  States  Treasury  against  loss,  because  of  its 
guaranty  of  their  final  redemption. 

If  we  are  to  come  to  any  valuable  result  of  our  labors  in  framing  a 
bill,  we  must  agree  upon  what  our  procedure  shall  be.  To  reach  a 
proper  recommendation  to  the  committee  I  have  consulted  with  the 
chairmen  of  the  subcommittees  and  the  honorable  gentleman  (Mr.  Cox, 
of  Tennessee)  of  the  minority. 

In  order  that  the  committee  may  not  seem  to  insist  on  a  measure 
suggested  or  proposed  by  itself,  we  recommend — 

First.  To  consider  a  bill  including  the  three  items  upon  which  action 
is  recommended  at  once  by  the  President. 

Second.  To  take  the  sense  of  the  committee  as  to  whether  it  shall 
proceed  immediately  to  frame  or  consider  any  bill  making  any  consid- 
erable amendments  to  the  national  banking  law. 

Third.  If  affirmative  action  is  had  on  item  No.  2,  to  adopt  the 
following  resolutions : 

Resolved,  That  the  following  bills  shall  be  first  considered  as  in 
committee  of  the  whole: 

The  bill  of  the  Secretary  of  the  Treasury  shall  be  before  the  commit- 
tee, and  that  the  Secretary  be  given  a  hearing  thereon,  such  hearing  to 
be  confined  strictly  to  questions  concerning  the  operation  of  the  bill  in 
practical  banking  and  in  its  effects  upon  the  United  States  Treasury, 
and  that  only  interrogatories  concerning  matters  over  which  the  com- 
mittee has  jurisdiction  when  referred  to  it  shall  be  in  order. 

Second  item  to  be  considered,  the  bill  to  be  prepared  by  the  Mone- 
tary Commission,  which  shall  be  proceeded  with  in  the  same  manner 
and  under  the  same  conditions,  and  that  a  representative  of  the  Com- 
mission be  given  a  hearing. 

Third  bill  to  be  considered,  that  presented  by  the  chairman  of  the 
committee,  and  that  shall  be  proceeded  with  in  the  same  manner  as  the 
two  bills  first  mentioned. 

That  the  meetings  of  the  committee  be  called  for  10.30  a  m.,  and  that 
after  11  a.  m.  no  business  shall  be  in  order  excepting  the  consideration 
of  the  bills  mentioned  until  their  consideration  is  completed. 

Then  further  action  to  be  agreed  upon« 
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Committee  on  Banking  and  Oubbenot, 

Washington,  D.  0.,  December  16j  1897 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Joseph  H.  Walkei  in 
the  chair. 

Present,  Messrs.  Walker,  Brosius,  Johnson,  Van  Yoorhis,  McOleary, 
Spalding,  Hill,  Prince,  Mitchell,  Gapron,  Cox,  Newlaods,  and  Stallings. 

The  Gh  A  IBM  AN.  Gentlemen,  the  Secretary  of  the  Treasury  has 
accepted  the  invitation  of  the  committee  to  appear  before  it  in  explana- 
tion of  a  bill  which  he  has  prepared  to  carry  out  his  recommendations 
to  Gongress,  and  he  is  now  present. 

Following  is  the  bill  presented  by  the  Secretary: 

[H.  B.  5181.    Fifty-flftli  Congroas,  second  mssIob.] 
IN  THE  H0U8K  OF  REPRBSENTAHYSS,  DECEMBER  16,  1897. 

Ur.  Walker,  of  MafisachnsettB,  introduced  the  following  bUl;  which  wasretored 
to  the  Committee  on  Banking  and  Cnrrency  and  ordered  to  be  printed: 

▲.  BILL  to  proTide  for  the  refnndlng  of  the  national  debt,  for  eatablishing  a  redemption  fund  and  a 
diTtakm  of^isaue  and  redemption  in  the  Treasury  of  the  United  Statea,  and  to  modify  existing  laws 
raapeettng  national  banks,  and  for  other  Korposes. 

Be  a  enacted  ftjf  the  Senate  and  House  of  Representaiiveeof  the  United  States  o/JmeHoa 
in  Congress  assembled,  That  there  be  established  in  the  Treasury  Department,  as  a 
part  of  the  office  of  the  Treasurer  of  the  United  States,  a  diyision  to  be  designated 
and  known  as  the  division  of  issue  and  redemption,  to  which  shall  be  assigned, 
under  aoch  regplations  as  the  Secretary  of  the  Treasury  may  approve,  all  records  and 
acooiints  relating  to  the  issue,  redemption,  and  exchange  as  hereinafter  provided  of 
the  seTeral  classes  of  United  States  paper  money.  There  shall  be  transferred  from 
the  general  fund  in  the  Treasury  of  the  United  States  and  taken  up  on  the  books 
of  said  division  as  a  redemption  fund  the  sum  of  one  hundred  and  twenty-five 
millions  of  dollars  in  United  States  gold  coin  and  bullion,  and  such  further  sums  of 
standard  silver  dollars  and  silver  bullion  purchased  under  the  act  of  Congress 
approved  Jnly  fourteenth,  eighteen  hundred  and  ninety,  as  shall  equad  the  silver 
certificates  and  Treasury  notes  of  eighteen  hundred  and  ninety  outstanding  on  tbe 
date  when  this  act  shall  take  effect.  And  thereafter  the  gold  and  silver  coins  and 
bnllion  transferred  from  the  general  fund  in  the  Treasury  as  herein  provided  shall  be 
increased  or  diminished,  as  the  case  may  be,  in  accordance  with  the  provisions  of 
this  act,  and  in  no  other  way. 

Sec.  2.  That  all  United  States  notes.  Treasury  notes  of  eighteen  hundred  and 
ninety,  and  silver  certificates  presented  for  redemption  shall  be  redeemed  from  the 
redeoQption  fund  herein  provided,  in  accordance  with  the  terms  of  existing  law;  but 
the  notes  and  certificates  so  redeemed  shall  be  held  in  and  constitute  a  part  of  said  fund, 
and  shall  not  be  withdrawn  fh>m  said  fund  nor  disbursed  except  in  exchange  for  an 
equivalent  amount  of  the  coin  in  which  said  notes  or  certificates  were  redeemed ;  but 
to  enable  the  Secretary  of  the  Treasury  more  thoroughly  to  carry  out  the  provisions 
contained  in  tins  act,  he  is  hereby  authorized  to  exchange  any  of  the  funds  in  the 
division  of  issne  and  redemption  for  any  other  funds  which  may  be  in  the  general 
land  of  the  Treasury  Department:  Provided,  That  nothing  in  this  act  shall  be  con- 
stmed  as  repealing  that  provision  of  the  aot  approved  July  fourteenth,  eighteen 
hundred  and  ninety,  which  provides  that  there  shall  be  outstanding  at  any  tune  no 
more  and  no  less  of  the  Treasury  notes  authorized  by  said  aot  than  tne  silver  bnllion 
and  standard  silver  dollars  coined  therefrom  then  held  in  the  Treasury  pnrohased 
with  said  notes. 
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Sec.  3.  That  the  Secretary  of  the  Treasury  be,  and  he  is  hereby,  authorized  to 
roceive  at  the  Treasury  any  of  the  outstanding  bonds  known  as  the  five  per  centum 
bonds  of  nineteen  hundred  and  four  and  the  foar  per  centum  consols  of  nineteen 
hundred  and  seven,  issued  respectiyely  under  the  act  approyed  January  fourteenth, 
eighteen  hundred  and  seyenty-five,  and  the  acts  approved  July  fourteenth,  eighteen 
hundred  and  seventy,  and  January  twentieth,  eighteen  hundred  and  seventy-one, 
and  to  issue  in  exchange  therefor  coupon  or  registered  bonds  of  the  United  States, 
in  such  form  as  he  may  prescribe,  in  denominations  of  fifty  dollars  or  some  mul- 
tiple of  that  sum,  bearing  interest  at  the  rate  of  two  and  one- half  per  centum 
per  annum,  payable  quarterly,  and  redeemable  at  the  pleasure  of  the  United  States 
after  ten  years  from  date  of  their  issue ;  and  the  bonds  hereby  authorized  shall  be 
pavable,  principal  and  interest,  in  United  States  gold  coin  of  the  present  standard 
value,  and  shall  be  exempt  from  all  taxation  by  or  under  State,  municipal,  or  local 
authority :  Provided,  That  none  of  the  outstanding  bonds  shall  be  received  at  a  val- 
uation greater  than  their  present  worth  to  yield  an  income  of  two  and  one-half  per 
centum  per  annum,  and  that  the  bonds  hereby  authorized  shall  be  issued  at  not  leas 
than  par. 

Sec.  4.  That  the  bonds  authorized  by  this  act,  and  any  other  bonds  of  the  United 
States,  may  be  deposited  with  the  Treasurer  of  the  United  States  as  security  for  the 
circulating  notes  of  national  banking  associations;  and  any  national  banking  asso- 
ciation which  may  deposit  the  bonds  herein  authorized  to  be  deposited  as  security 
for  its  circulating  notes  shall  be  entitled  to  receive  from  the  Comptroller  of  the 
Currency  and  to  issue  such  notes  to  an  amount  equal  to  the  face  value  of  such 
bonds:  Frovidedf  That  the  aggregate  amount  of  bon<is  deposited  by  any  national 
banking  association,  under  any  law,  shall  not  exceed  the  amount  of  its  capital: 
Afid  provided  further,  That  nothing  herein  contained  shall  be  construed  to  modify  or 
repeal  the  provisions  of  section  fifty-one  hundred  and  sixty-seven  of  the  Revised 
Statutes,  authorizing  the  Comptroller  of  the  Currency  to  require  additional  deposit 
of  bonds,  or  of  lawfiil  money,  in  case  the  market  value  of  the  bonds  held  to  secure  the 
circulating  notes  shall  fall  below  the  par  value  of  the  circulating  notes  outstanding 
for  which  such  bonds  may  be  deposited  as  security. 

Skg.  5.  That  any  national  banking  association  whose  deposit  of  bonds  is  leas  than 
the  amount  of  its  capital  may  deposit  with  the  Treasurer  of  the  United  States,  under 
such  regulations  as  the  Secretary  of  the  Treasury  may  approve,  United  States  notes. 
Treasury  notes  of  eighteen  hundred  and  ninety,  and  silver  certificates,  and  shall  be 
entitled  to  roceive  from  the  Comptroller  of  the  Cirrency  and  to  issue  an  equal  amount 
of  its  circulating  notes ;  but  the  aggregate  amount  of  bonds,  United  States  noteB, 
treasury  notes  of  eighteen  hundred  and  ninet)',  and  silver  certificates  deposited  by 
any  nationiil  banking  association  shall  not  exceed  the  amount  of  its  capital :  Pro^ 
vided.  That  the  total  amount  of  United  States  notes,  Treasury  notes  of  eighteen  hun- 
dred and  ninety,  and  silver  certificates  deposited  with  the  Treasurer  of  the  United 
States  under  authority  of  this  section  shall  not  exceed  the  sum  of  two  hundred 
millions  of  dollars. 

Sec.  6.  That  the  Secretary  of  the  Treasury  shall  issue  from  time  to  time,  in  his 
discretion,  bonds  of  the  same  class  and  character  as  those  authorized  in  the  third 
aection  of  thiH  net,  and  shall  substitute  the  same  with  the  Treasurer  of  the  United 
States  for  equal  amounts  of  the  United  States  notes,  Treasury  notes  of  eighteen 
hundred  and  ninety,  and  silver  certificates  deposited  bv  national  banking  associa- 
tions; and  the  bonds  so  issued  and  substituted  shall  be  charged  to  the  respective 
national  banking  associations  and  be  accounted  for  by  them  at  such  prices,  not  less 
than  par,  as  shall  represent  the  market  value  of  such  bonds.  And  the  United  States 
notes,  Treasury  notes  of  eighteen  hundred  and  ninety,  and  silver  certificates  released 
as  herein  provided  shall  become  a  part  of  the  general  redemption  fund;  and  the  See- 
rotary  of  the  Treasury  is  hereby  authorized  to  exchange  any  of  said  Treasury  notes 
of  eighteen  hundred  and  ninety  and  said  silver  certificates  for  a  like  amount  of 
United  States  notes:  Provided,  That  the  amount  of  bonds  issued  under  the  authority 
of  this  section  shall  not  exceed  the  sum  of  two  hundred  millions  of  dollars. 

Sec.  7.  When  any  national  bank  now  existing  or  hereafter  organized  shall  haye 
deposited  such  United  States  bonds^  United  States  notes.  Treasury  notes  of  eighteen 
hundred  and  ninety,  or  silver  certificates  to  an  amount  of  not  less  than  finy  per 
centum  of  its  capited,  it  shall  be  entitled  to  receive  from  the  Comptroller  of  the 
Currency  and  to  issue  national-bank  notes,  in  addition  to  the  fifty  per  centum 
thus  provided,  to  the  amount  of  twenty-five  per  centum  of  such  deposits;  but  the 
circulation  issued  bv  any  national  banking  association  shall  never  be  in  excess  of  its 

S aid-up  capital  stock,  and  the  additional  notes  so  issued  shall  not  be  secured  by  said 
epoeit,  but  shall  constitute  a  first  lien  upon  all  the  remaining  assets  of  the  associa- 
tion issuing  such  notes.  Upon  the  failure  of  any  association  to  redeem  its  circulating 
notes  above  provided,  whether  the  same  are  Issued  against  deposited  security  or 
against  general  assets,  the  same  shall  be  promptly  redeemed  by  the  Treasurer  of  the 
Imited  States.    To  aeoure  the  United  States  against  any  loss  arising  from  its 
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gaarmnty  to  pay  and  redeem  sach  additional  oircniating  notes,  it  shall  be  tbe  dut^ 
of  the  Comptroller  of  the  Currency  to  levy  opon  and  collect  from  every  national 
hanking  aaaociation  IssniDg  such  nnseonred  oirculatiou  a  tax  at  the  rate  of  two  pez 
oentom  per  annum  on  such  unsecured  circulation,  which  said  tax  of  two  per  centum 
per  annum  shall  be  paid  to  the  Treasurer  of  the  United  States  in  eaual  semiannual 
payments  in  January  and  July  of  each  year;  and  when  so  oolleotea  it  shall  consti- 
tute a  safety  fond,  out  of  which  the  United  States  shall  be  reimbursed  for  any 
redemption  of  said  unsecured  circulation  it  may  make  as  herein  provided.  The 
safety  fond  thus  created  shall  be  invested  by  the  Secretary  of  the  Treasury  in  such 
Government  bonds  as  he  may  consider  advisable.  Said  tax  of  two  i>er  centum  per 
annum  shall  be  in  addition  to  the  tax  of  one-half  of  one  per  centum  per  annum  on 
oireulatingnotes  hereinafter  authorized. 

Sec.  8.  That  each  national  banking  association  shall  deposit  and  maintain  in  the 
Treasury  of  the  United  States  a  sum  of  lawful  money  equal  to  ten  per  centum  of  its 
aggregate  oireulation,  said  sum  to  be  in  lieu  of  the  five  per  centum  redemption  fund 
DOW  required  by  section  three  of  the  act  approved  June  twentieth,  eighteen  hundred 
and  seventy-four,  to  be  maintained,  and  to  be  subject  to  all  the  provisions  of  exist- 
ing law  resjiecting  said  redemption  fund  not  inconsistent  with  the  provisions  of  this 
act ;  and  in  eonsideration  of  the  deposits  of  bonds,  United  States  notes,  Treasury 
notes  of  eighteen  hundred  and  ninety,  and  silver  certificates,  and  the  tax  of  two  per 
eeotom  on  the  unsecured  circulating  notes  of  national  banking  associations,  and  of 
the  deposit  of  lawful  money  provided  in  this  section,  the  faith  of  the  United  States 
in  herebjr  ple<lged  to  the  redemption  in  lawful  money  of  the  United  States  of  all  the 
circulating  notes  of  said  national  banking  associations. 

8kc.  9.  That  the  Comptroller  of  the  Currency  shall  not  issue  to  any  national  bank 
inK  assooiatiou,  on  and  after  the  date  when  this  act  shall  take  effect,  any  of  the  cir- 
enlatlng  notes  of  such  association  of  less  denomination  than  ten  dollars:  and  when- 
ever any  circulating  not«s  of  less  denomination  than  ten  dollars  shall  be  redeemed 
or  received  into  the  Treasury  of  the  United  States,  they  shall  be  canceled  and 
deatroyed  and  other  notes  of  lawful  denominations  shall  be  issued  in  their  place. 

Sec.  10.  That  on  and  after  the  date  when  this  act  shall  take  effect  the  circulating 
notes  of  the  national  banking  associations  shall  be  redeemed  at  the  office  of  the 
United  States  assistant  Measurer  in  the  city  of  New  York,  and  at  such  other  sub- 
treasury  offices  as  maj  designated  by  the  Comptroller  of  the  Currency,  with  the 
approval  of  the  Secretary  of  the  Treasury ;  and  the  circulating  notes  of  each  national 
banking  association  so  redeemed  shall  be  charged  to  the  ten  per  centum  redemption 
fiand  ofsuoh  association,  under  such  regulations  as  may  be  prescribed  by  the  Comp- 
troller of  the  Currency,  with  the  approval  of  the  Secretary  of  the  Treasury. 

Sac.  11.  That  in  lieu  of  all  existing  taxes  every  national  banking  association  issu- 
ing: notes  shall  pay  to  the  Treasurer  of  the  United  States,  in  the  months  of  January 
and  July  of  each  year,  a  tax  of  one-fourth  of  one  per  centum  for  each  half  year 
upon  the  average  amount  of  its  notes  in  circulation:  Provided,  however,  That  during 
aU  the  period  of  time  intervening  between  the  deposit  of  United  States  notes.  Treas- 
ury notes,  and  silver  certificates,  and  the  substitution  of  bonds  by  the  Secretary  of 
the  Treasury,  as  in  this  aet  provided,  the  circulating  notes  specifically  issued  there- 
for and  secured  by  said  United  States  notes.  Treasury  notes,  or  silver  certificates 
shall  be  exempt  from  taxation  under  the  provisions  of  this  act. 

Sec.  12.  That  section  fifty-one  hundred  and  thirty-eight  of  the  Revised  Statutes 
■hikU  be  amended  to  read  as  follows : 

''No  association  shall  be  organized  with  a  less  capital  than  one  hundred  thousand 
dollars,  except  that  banks  with  a  capital  of  not  less  thun  fifty  thousand  dollars  luay, 
with  tne  approval  of  the  Secretary  of  the  Treasury,  be  organized  iu  any  place  the 
population  of  which  does  not  exceed  six  thousand  inhabitants;  and  except  that 
Mmfca  with  a  oapital  of  not  less  than  twenty-five  thousand  dollars  may,  with  the 
approval  of  the  Secretarv  of  the  Treasury,  be  organized  in  any  place  the  population 
of  whieh  does  not  exceed  two  thousand  inhabitants.  No  association  shall  be  organ- 
ized in  a  city  the  population  of  which  exceeds  fifty  thousand  persons  with  a  less 
eapital  than  two  hundred  thousand  dollars." 

BBC.  13.  That  this  act  shall  take  effect  on  and  after  the       day  of  eighteen 

hundred  and  ninety-  :  and  all  acts  and  parts  of  acts  inconsistent  with  the  provi- 
naoM  of  this  aet  are  hereoy  repealed. 

8TAXEMEHT  OP  HOV.  LTKAH  J.  GAGB,  SECBETAST  OP  TEE 

TSEASUBY. 

Secretary  Gaqb  said: 

Mr.  ChainnaD  and  gentlemen  of  the  committee:  The  objects  I  have 
in  mind  in  the  series  of  proyisions  offered  by  me  are  four  in  number: 
1.  To  commit  the  country  more  thoroughly  to  the  gold  standard, 


8  CHANGES  IH  THE   CURRENCT  SYSTEM. 

remove,  so  far  as  x>088ible,  doubts  and  fears  on  that  point,  and  thus 
stren^tnen  the  credit  of  the  United  States  both  at  home  and  abroad. 

2.  To  strengthen  the  Treasury  in  relation  to  its  demand  liabilities,  in 
which  are  included  greenbacks,  Treasury  notes,  and  the  incidental 
obligation  to  maintain  on  a  parity,  through  interchangeability  with 
gold,  so  far  as  may  be  necessary,  the  present  large  volume  of  silver 
certificates  and  silver  dollars. 

3.  To  do  this  in  such  a  way  as  not  to  contract  the  volume  of  circula- 
tion in  the  hands  of  the  people. 

4.  To  take  an  initial  step  toward  a  system  of  bank-note  issues  with- 
out  the  conditional  deposit  of  public  bonds  as  security  therefor.  If  we 
prosper  as  a  people,  the  revenue  of  the  Government  ought  to  be  some- 
what in  advance  of  its  expenditures  and  the  public  debt  of  the  United 
States  gradually  reduced  and  finally  extinguished.  Looking  at  the 
question  widely,  from  my  best  point  of  knowledge  and  experience,  I 
feel  that,  if  these  could  be  secured,  the  condition  of  the  Government  in 
its  relations  to  the  currency  would  be  much  safer  and  stronger  than 
now,  and  that,  through  the  operation  of  national-bank  note  currency, 
the  commercial  and  industrial  interests  of  the  United  States  would  be 
greatly  advantaged. 

As  to  the  first  proposition — to  commit  the  country  more  thoroughly 
to  the  gold  standard,  remove  as  far  as  possible  doubts  and  fears  on  that 
point, and  thus  strengthen  the  United  States  both  at  home  and  abroad — 
the  propNOsition  to  refund  the  bonded  debt  of  the  United  States,  now 
payable  in  coin,  into  bonds  bearing  a  lower  rate  of  interest  and  payable, 
principal  and  interest,  in  gold,  is  a  measure  directed  to  that  end.  It 
will  cost  the  Government  nothing  whatever,  so  far  as  the  reminding  of 
the  debt  is  concerned,  except  the  expenditure  necessary  to  print  the 
bonds  and  do  the  clerical  work.  It  will  take  ambiguity  out  of  the  rela- 
tions of  the  Government  to  its  creditors ;  it  will  give,  I  believe,  a  strength 
and  security  and  power  to  the  whole  commercial  and  industrial  system 
of  the  United  States,  and  the  measure  as  it  is  prepared  will,  in  my  opin- 
ion, accomplish  that  object. 

The  other  measures  before  you  which  I  have  been,  and  am  now,  ready 
to  be  questioned  about  have  been  drawn  to  accomplish  not  only  the 
objects  named  but  the  various  purposes  already  detailed.  If  they  are 
worthy  objects  they  ought  to  be  recognized  and  secured;  if  they  are 
unworthy  they  ought  to  be  rejected,  or,  if  the  manner  of  securing  them 
is  not  a  wise  one,  as  I  have  delineated  it,  the  manner  ought  to  be  rejected, 
or  reformed,  or  improved. 

I  think  that  is  all  that  is  necessary  for  me  to  say  as  an  introduction. 
I  would  be  glad  to  answer  any  questions  which  the  committee  desire 
to  ask. 

The  Ohairman.  I  would  suggest  that  the  bill  should  be  read  by  sec- 
tions, the  Secretary  reading  it,  if  he  desires,  or,  if  he  prefers  that  I 
should  do  so,  I  will  take  up  the  bill  and  read  it  by  sections. 

Secretary  Gage.  I  prefer  that  you  read  it. 

The  Chairman  read  as  follows: 

A  BILL  To  provide  for  the  reftmding  of  the  national  debt,  for  eatablishing  »  redemntlon  ftind,  and  a 
division  of  Isaae  and  redemption  in  the  Treasury  of  the  tJnited  States,  and  to  modify  eidating  laws 
respecting  national  banks,  and  for  other  purposes. 

Jit  it  enacted  by  the  Senate  and  Houeeof  Sepreeentativea  of  Ike  United  Staiee  of  America 
{«  Ccngrese  aeeembledf  That  there  be  established  in  the  Treasury  Depftrtment,  as  a 
part  of  the  office  of  the  Treasurer  of  the  United  States,  a  division  to  be  designated 
and  known  as  the  division  of  issue  and  redemption,  to  which  diall  be  assigned,  under 
such  regulations  as  the  Secretary  of  the  Treasury  may  approve,  all  records  and 
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fteoooote  relftting  to  the  iisne,  redemptioii,  and  exobimge,  as  hereinafter  prorided,  of 
the  leTeral  olaseeB  of  United  States  paper  money.  There  shall  be  transferred  irom 
the  general  fond  in  the  Treasury  of  the  United  States  and  taken  np  on  the  books  of 
said  diTision  as  a  redemption  fnnd  the  snm  of  one  handred  and  twenty-five  millions 
of  dollars  in  United  States  gold  coin  and  bullion,  and  snob  further  sums  of  standax^ 
silYer  dollars  and  silver  bullion,  purchased  under  the  act  of  Congress  approved  July 
fourteenth,  eighteen  hundred  and  ninety,  as  shall  equal  the  silver  eertificates  out- 
side the  Treasury,  and  Treasury  notes  of  eighteen  hundred  and  ninety  outstanding 
on  the  date  when  this  act  shall  take  effect;  and  thereafter  the  gold  and  silver  eoins 
and  bullion  transferred  f^om  the  general  fund  in  the  Treasury,  as  herein  provided, 
shall  be  inoreased  or  diminished,  as  the  ease  may  be,  in  aooordance  with  the  pro- 
visions of  this  aet,  and  in  no  other  way. 

The  Chairman.  Do  the  members  of  the  committee  desire  to  ask  any 
questions  in  reference  to  that  section  1 

Mr.  Brosius.  1  wonld  like  to  inquire  of  the  Secretary  jast  what  he 
means  in  his  language  beginning  on  the  first  page  of  the  bill,  the  line 
next  to  the  bottom,  ''as  shall  equal  the  silver  certificates  outside  the 
Treasury,  and  Treasury  notes  of  1890  outstanding  on  the  date  when  this 
act  shall  take  effect."  Does  the  Secretary  mean  equal  at  the  market 
yalue  of  silver,  or  at  its  coin  value  t 

Secretary  Oage.  I  mean  to  have  the  silver  dollars  which  are  held 
against  the  certificates  all  turned  over  to  this  division,  together  with 
the  bullion  purchased  with  the  Treasury  notes. 

Mr.  Brosius.  The  whole  of  iti 

Secretary  Oage.  The  bullion  that  the  Treasury  notes  bought. 

Mr.  Bbosius.  The  Secretary  will  observe  that  he  says  the  amount  of 
silver  turned  over  ^^  shall  equal  the  silver  certificates  outside  the  Treas- 
ury, and  Treasury  notes  of  1890  outstanding,  on  the  date  when  this  act 
shall  take  effect."  That  is,  the  silver  dollars  plus  the  silver  bullion 
shall  equal  the  amount  of  the  silver  certificates  and  the  Treasury  notes 
of  1890.  Do  you  mean  equal  in  amount  in  coin  value  or  in  market 
value  f 

Secretary  Gagb.  I  mean  the  value  at  which  they  were  purchased; 
and  the  words  '^outside  the  Treasury"  I  sx>oke  about  to  the  Solicitor 
of  the  Treasury,  who  drew  the  bill,  as  I  was  coming  up  here  this  morn- 
ing. I  wonld  strike  out  four  words,  *<  outside  the  Treasury  and,"  and 
put  in  the  word  ''outstanding." 

Mr.  McGlbabt.  The  word  << outstanding"  is  already  there,  further 
along. 

Secretary  Oagb.  Yes,  sir.    I  would  also  leave  in  the  word  <<and." 

The  Chairman.  Then  the  words  ^^outstde  the  Treasury"  you  would 
strike  outf 

Secretary  Oage.  That  is  correct. 

Mr.  Bbosius.  In  that  connection,  I  would  ask  the  Secretary  whether 
it  is  his  thought  to  redeem  the  Treasury  notes  of  1890  in  that  silver 
bullion  at  its  gold  value  t 

Secretary  Oage.  No,  sir.  Redeem  Treasury  notes  either  in  silver 
doUars,  which  we  may  coin  out  of  that  bullion,  as  we  now  coin  it,  or  in 
gold,  as  the  holders  of  the  Treasury  notes  may  elect. 

SILyBB  HADE  EQUAL  TO  GOLD. 

Mr.  Bbosius.  The  bill  contemplates,  of  course,  that  the  silver  shall 
be  made  equal  to  goldt 

Secretary  Gage.  Shall  be  kept  at  par  with  gold— yes,  sir;  as  far  as 
it  would  operate  at  all. 

Mr.  Gox.  In  response  to  the  last  question  of  Mr.  Brosius,  I  under- 
stand that  this  balUon  is  carried  to  be  used  in  the  redemption  of  notes 
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that  were  issaed  in  its  purchase,  or  that  those  notes  may  be  redeemed 
in  gold,  at  the  option  of  the  holder  of  the  notef 

Secretary  Oage.  That  is  correct. 

Mr.  Gox.  Suppose  that  in  the  process  that  you  have  sag^eisted  the 
election  to  draw  it  out  in  gold  should  be  of  such  character  that  it 
exhausted  your  gold;  then  how  would  you  replenish  itt 

Secretary  Oaoe.  That,  I  think,  will  come  a  little  later.  Besides,  I 
should  say  that  the  Treasury  notes  could  not  draw  it  all  ont,  because 
there  Ih  only  a  little  over  a  hundred  million  dollars  of  it  all  told,  and 
there  are  $125,000,000  of  gold.    So  they  could  not  draw  it  all  ont. 

The  Ghaibman.  Section  2  is  as  follows: 

Sbo.  2.  That  all  Unitod  States  notes,  Treasury  Dotes  of  eighteen  hundred  and 
ninety,  and  silver  certificates  presented  for  redemption  shall  be  redeemed  from  the 
redemption  fund  herein  provided,  in  accordance  with  the  terms  of  existing  law ;  but 
the  notes  and  certificates  so  redeemed  shall  be  held  in  and  constitute  a  part  of  said 
fnnd|  and  Rhall  not  be  withdrawn  f^om  said  fund  nor  disbursed,  except  m  exchange 
for  an  equivalent  amount  of  the  coin  in  which  said  notes  or  certificates  were 
redeemed;  but  to  enable  the  Secretary  of  the  Trensnry  more  thorouehly  to  carry  ont 
the  provisions  contained  in  this  act,  he  is  hereby  authorized  to  exciiange  any  of  the 
fonOB  in  the  division  of  issue  and  redemption  for  any  other  funds  which  may  be  in 
the  general  fund  of  the  Treasury  Department:  Providedy  That  nothing  in  this  net 
shall  be  construed  as  repealing  that  provision  of  the  act  approved  Jn]y  foarteenth, 
eighteen  hundred  and  nmety,  which  provides  that  there  shall  be  oatstanding  at  any 
time  no  more  and  no  less  of  the  Treasury  notes  authorized  by  said  act  than  the 
silver  bullion  and  standard  silver  dollars  coined  therefrom  then  held  in  the  Treasoiy 
purchased  with  said  notes. 

The  Ohaibman.  Are  there  any  qaestions  upon  this  section  of  the 
bill! 

Secretary  Gaoe.  I  woald  remark,  perhaps  anticipating  a  qnestion^ 
that  in  the  ninth  line  and  following  are  these  words: 

Bnt  to  enable  the  Secretary  of  the  Treasury  more  thoroaghly  to  carry  ont  the 
provisions  contained  in  this  act  he  is  hereby  authorized  to  exchange  any  of  the 
rands  in  the  division  of  issue  and  redemption  for  any  other  funds  which  may  be  in 
the  general  fund  of  the  Treasury  Department. 

The  first  part  of  the  section  provides  that  he  shall  retain  the  notes 
nntil  exchanged  for  the  same  kind  of  money  in  which  the  notes  were 
redeemed.  If  the  silver  certificates  were  redeemed  and  silver  paid  out, 
he  conld  not  get  those  silver  certificates  ont  again  until  silver  came  in; 
but  if  the  Treasury  proper  had  silver  he  could  transfer  the  silver 
certificates  to  it  and  take  silver  from  it  and  put  in  this  division,  and 
through  exchangeability  with  the  general  fund  these  relations  could  be 
better  maintained.  I  should  have  added  or  ^*  United  States  notes" 
also. 

THE  BEDEHPTION  OP  NOTES. 

Mr.  Johnson.  The  words,  ^'in  accordance  with  the  terms  of  existing 
law,"  I  see  in  the  fourth  line  of  this  section.  That  means,  I  suppose, 
the  idea  that  redemption  is  to  be  in  such  coin  as  the  holder  may  desiro; 
that  the  option  shall  be  with  the  persons  who  present  the  money  for 
redemption,  rather  than  with  the  Oovernmentf 

Secretary  Gage.  The  existing  law  provides  in  effect — although  I 
would  not  like  to  undertake  to  state  the  exact  language— that  the 
holder  can  have  any  money  he  pleases.  It  is  discretionary  with  the 
Secretary  of  the  Treasury  under  the  law  now,  is  it  nott 

Mr.  Johnson.  But  the  rule  has  been  established  and  followed  quite 
invariably  by  Secretaries  of  the  Treasury  that  they  will  make  redemp^ 
tion  in  such  coin  as  the  holder  may  designate. 
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Secretary  Oagb.  It  is  in  conformity  with  long  practice  that  I  pat 
this  language  in  the  bill. 

Mr.  Johnson.  I  want  to  make  myself  clear  npon  that  point.  While 
there  is  no  such  law,  yet  it  has  been  a  rule  of  construction  of  the  law 
adopted  by  the  Department,  and  you  contemplate  that  it  is  necessary, 
ill  order  to  maintain  the  parity  of  value  of  the  different  kinds  of  money, 
that  that  construction  shall  continue!    Is  that  itf 

Secretary  Oaoe.  Yes,  sir;  that  is  my  purpose. 

Mr.  Prince.  There  is  one  question  I  would  like  to  ask  in  reference  to 
the  language  in  line  7, 1  think  it  is.  Mr.  Oox,  of  Tennessee,  has  asked 
you  if  a  certificate  was  presented  for  redemption  and  the  holder  of  the 
OArtificate  asked  that  it  be  paid  in  gold,  whether  it  would  be  paid  in 
gold.  Now,  docs  not  line  7  say  that  if  you  can  pay  out  that  certificate 
that  has  been  redeemed,  it  shall  be  paid  out  only  in  case  gold  was  pre- 
sented f 

Secretary  Gage.  That  is  correct. 

Mr.  Pbinoe.  That  is  all. 

Secretary  Gage.  And  I  might  add,  if  this  law  were  enforced,  and 
the  Secretary  of  the  Treasury  were  not  prohibited  by  any  other  law, 
that  should  anybody  come  with  silver  certificates  and  demand  gold, 
and,  in  the  opinion  of  the  Secretary  it  was  necessary  to  meet  that 
demand  in  order  to  maintain  the  parity  of  the  two  metals,  he  would 
pay  the  gold  for  the  sUver  certificates.  Now,  how  would  he  get  his 
gold  back  again  f  He  might  hold  the  certificates  a  long  time  before 
the  public  would  come  in  and  volunteer  to  give  him  gold  and  take  those 
which  he  had  redeemed  in  gold.  But  having  the  liberty  under  this  sec- 
tion to  exchange  any  kind  of  money  with  the  other,  with  the  general 
fund,  if  that  fund  had  gold — and  it  is  expected  that  it  always  will  have 
more  or  less  gold,  a  large  working  balance — the  Secretary  could  take 
these  certificates  he  had  redeemed  in  gold  and  pass  them  over  to  the 
gen^^  fund  and  draw  gold  back,  and  thus  he  would  comply  strictly 
with  the  requirements  of  the  law.  He  would  not  pay  them  out  in  this 
division  except  in  exchange  for  the  same  kind  of  money  in  which  he 
redeemed  them,  and  if  the  other  departmen^i  could  not  do  it,  he  would 
have  to  wait  until  it  could. 

The  Ghaibman.  What  percentage  of  the  present  income  of  the 
Treasury  is  paid  in  gold! 

Secretary  Gage.  Perhaps  one-half  of  one  per  cent;  something  like 
that.    It  is  so  small  that  I  have  not  looked  into  the  matter. 

The  Ghaibman.  It  cuts  no  figure  f 

Secretary  Gage.  No;  it  cuts  no  figure  whatever. 

Mr.  Cox.  In  that  connection  I  desire  to  get  this  point  clearly  in  my 
mind.  We  will  say  yon  put  this  into  practical  operation.  I  present 
sUver  certificates  and  demand  gold.  The  condition  of  the  Treasury, 
we  will  assume,  is  such  that  there  is  an  abundance  of  silver  and  not  an 
abundance  of  gold.  Is  it  your  construction  that  I  have  a  right  to 
demand  the  gold  and  the  duty  of  the  Secretary  of  the  Treasury  to  pay 
it  out? 

Secretary  Gage.  I  believe  it  is  the  duty  of  the  Secretary  to  pay  it 
out,  if,  in  his  discretion  or  opinion,  it  is  necessary  to  do  that  in  order  to 
forestall  an  operation  which  might  otherwise  occur  in  the  market — 
namely,  the  selling  of  silver  certificates  at  a  discount  for  gold.  If  I 
thought  that  event  was  going  to  happen  and  I  had  the  gold,  I  would 
redeem  in  gold.  If  I  did  not  have  the  gold,  I  would  have  to  get  it 
somewhere  or  default. 

Mr.  Oox.  That  brings  us  down  to  the  point.    Suppose  that  I  had 
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gone  on  the  market  and  bought  up  these  silver  certiticates  for  the  pur- 
pose of  converting  them  into  gold.  We  will  assume  that  to  be  the 
fact.  Kow,  then,  I  present  them  to  the  Secretary,  but  he  has  a  limited 
amount  of  gold,  and  in  his  opinion  be  does  not  think  the  obligation 
exists  upon  him  to  redeem  them  in  gold.  That  being  the  case,  would 
not  that  at  once  destroy  the  parity  between  gold  and  silver  t 

Secretary  Gage.  If  he  had  to  pay  them  in  silver,  you  meani 

Mr.  OCX.  Yes,  sir. 

Secretary  Oage.  Yes,  sir,  I  think  it  would  operate  that  way;  but  I 
do  not  think  the  contingency  you  look  forward  to  would  happen. 

Mr.  Oox.  There  is  a  contingency,  though,  that  such  a  result  might 
occur! 

Secretary  Oage.  I  think  it  so  remote  as  hardly  to  be  worthy  of  con- 
sideration. 

Mr.  Mitchell.  It  would  not  be  as  likely  to  occur  after  the  passage 
of  this  act  as  at  the  present  timet 

Secretary  Oage.  I  do  not  think  it  would  be  as  likely  to  occur  as 
now. 

Mr.  Mitchell.  The  practical  operation  of  this,  Mr.  Secretary,  I  under- 
stand, is  that  a  separate  department  is  kept  in  which  so  much  gold 
and  silver  is  stored.  When  these  other  certificates  come  in,  they  are 
put  into  this  room,  and  so  much  gold  and  silver  is  taken  out,  so  that 
the  gold  and  silver  or  Treasury  notes  are  withdrawn  from  what  may  be 
called  general  circulation,  and  can  only  be  replaced  by  bringing  back 
to  the  Treasury  so  much  gold  or  silver  coint  ' 

Secretary  Gage.  You  have  a  perfectly  correct  apprehension  of  it. 

Mr.  Johnson.  This  section,  I  apprehend,  Mr.  Secretary,  is  framed 
along  the  line  of  the  principle  suggested  by  the  President,  of  not  pay- 
ing out  greenbacks  except  for  gold,  after  once  redeemed,  and  probably 
has  in  view  the  same  object,  to  prevent  undue  raids  on  the  Treasury  to 
diminish  the  gold  reserved 

Secretary  Oage.  It  has  the  same  purpose. 

REFUNDING  THE  DEBT. 

Mr.  Johnson.  The  principle  is  the  sameU 

Secretary  Oagb.  Yes,  sir. 

The  Ghaibman.  Section  3  is  as  follows: 

Sbo.  8.  That  the  Seoretary  of  the  Treasury  be,  and  he  is  hereby,  anthorlsed  to 
receive  at  the  Treasury  any  of  the  oatstanding  bonds  known  as  the  five  per  ceutnm 
bonds  of  nineteen  hnndred  and  four  and  the  four  per  ceutum  consols  of  nineteen 
hundred  and  seven,  issued  respectively  under  the  Act  approved  January  fourt'Oenth, 
eighteen  hnndred  and  seventy-five,  and  the  acts  approved  July  fourteenth,  eighteen 
hundred  and  seventy,  and  January  twentieth,  eighteen  hundred  and  seven ty-one, 
and  to  issue  in  exchange  therefor  coupon  or  registered  bonds  of  the  United  States, 
in  such  form  as  he  may  prescribe,  in  denominations  of  fifty  dollars,  or  some  multiple 
of  that  sura,  bearing  interest  at  the  rate  of  two  and  one-half  per  centum  per  annum, 
payable  semiannually,  and  redeemable  at  the  pleasure  of  the  United  States  after  ten 
years  from  date  of  their  issue;  and  the  bonds  hereby  authorized  shaU  be  payable, 
principal  and  interest,  in  United  States  gold  coin  of  the  present  standard  value, 
and  shall  be  exempt  ftom  all  taxation  b^  or  under  State,  municipal,  or  local  authority : 
Provided f  That  none  of  the  outstanding  bonds  shall  be  received  at  a  valuation 
gl  dater  than  their  present  worth  to  yiela  an  income  of  two  and  one-half  per  centum 
per  annum,  and  that  the  bonds  hereby  authorized  shall  be  issued  at  not  less  than  par. 

The  Ghaibman.  Has  it  been  castomary  to  pay  the  interest  on  Gov- 
ernment bonds  quarterly  t 
Secretary  Oaob.  I  think  it  has;  yes,  sir. 
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The  Ohaibman.  Why  do  you  vary  this  langaage,  then,  changing  it 
from  quarterly  to  semiannually f 

Secretary  Oage.  That  is  purely  an  indifferent  question.  It  was  not 
intended  to  make  any  change.    I  am  glad  to  have  that  suggested. 

The  Chairman.  If  there  is  no  special  reason  for  changing  the  Ian- 
gnage  would  it  not  be  better  kept  as  it  is — quarterly! 

Secretary  Gage.  I  think  that  is  a  good  suggestion. 

The  Ohaibman.  Then,  in  line  13  of  section  3  of  the  bill,  instead  of 
'<  payable  semiannually,"  you  desire  it  to  read  ^^  payable  quarterly  t" 

Secretary  Oagb.  Yes,  sir. 

The  Ohaibman.  I  think  you  will  find  all  your  figures  are  based  on 
the  quarter,  and  if  you  changed  it  to  semiannually  we  would  have  to  go 
all  oyer  the  tables  and  estimates  again. 

Mr.  Bbosius.  This  section  contemplates  nothing  fhrther  than  the 
simple  refunding  of  the  debtt 

Secretary  Gage.  That  is  all  this  section  contemplates ;  yes,  sir. 

Mr.  Pbinoe.  If  this  should  be  done,  how  much  of  a  difference  would 
it  make  in  the  interest  charge! 

Secretary  Oage.  The  Oovernment  of  the  United  States  would  have 
to  pay  the  same  sum  of  money,  principal  and  interest,  adding  them 
both  together,  that  it  will  have  to  pay  under  the  bonds  that  are  now 
out.  Gounting  both,  it  does  not  increase  or  diminish  the  public  debt 
that  wiU  finally  have  to  be  liquidated  on  account  of  bonds,  except  in 
this:  Some  of  these  bonds  mature  in  1904  and  some  of  them  in  1907. 
This  extends  the  bonds  a  little — ^in  one  case  three  years,  and  in  another 
case  one  year;  but  it  does  operate  to  fund  the  difference  in  interest 
between  2}  per  cent  and  4  per  cent  in  the  bonds  running  ten  years. 
Th*ere  is  that  difference  in  interest,  between  4  per  cent  and  2^  per  cent, 
which  will  be  accounted  for  to  the  holders  of  bonds  in  the  shape  of 
bonds,  and  they  will  mature  in  ten  years.  It  releases  the  Oovernment 
from  an  annual  outgo  at  the  present  time — I  figured  it  up  the  other 
day — of  some  ten  or  eleven  million  dollars,  about  ten  million  dollars  a 
year;  that  is,  considering  this  section  alone. 

Mr.  Mitchell.  In  relation  to  that  matter,  if  the  Government  went 
on  a  2i  per  cent  basis,  at  the  expiration  of  the  time  these  bonds  fell 
due  we  would  be  able  to  continue  on  that  basis  in  that  way  and  save 
money,  would  wenotf 

Secretary  Gage.  We  would  be  able  to  continue  at  2^  per  cent,  no 
matter  what  the  condition  of  the  money  market  was  at  that  time  or  the 
condition  and  credit  of  the  Government.  We  guarantee  to  ourselves, 
if  this  exchange  is  perfected,  an  indefinite  continuance  of  that  debt,  but 
in  our  control  and  pleasure  to  redeem  it,  at  a  rate  of  interest  not  higher 
than  2i  per  cent.  Of  course,  these  other  outstanding  bonds  also  run  at 
the  pleasure  of  the  Government,  but  they  draw  4  and  5  per  cent. 
Some  legislation  will  be  necessary  sometime,  or  else  the  Government 
will  continue  to  pay  4  and  5  per  cent  An  arrangement  must  be  made 
with  those  holders,  or  the  Government  wiU  pay  4  or  5  per  cent.  Now,  it 
seems  to  me  reasonable  and  judicious  to  put  ourselves  in  shape  so  that 
at  the  maturity  of  this  debt,  no  matter  what  the  condition  of  the  country 
may  be,  no  matter  what  the  condition  of  the  money  market  may  be,  we 
can 'continue  these  bonds  indefinitely  at  2^  per  cent,  or  pay  them  off,  and 
borrow  the  money  at  1}  per  cent,  if  we  can  do  that.  We  have  secured 
a  2i  per  cent  indefinite  loan. 

Mr.  Mitohell.  And  in  your  opinion,  in  the  long  run,  the  Gk>vem- 
ment  would  necessai  ily  save  a  great  deal  by  thist 

Secretary  Gage.  I  believe  it  would  be  a  great  advantage. 
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THE  TEBM  OF  BONDS. 

Mr.  Newlands.  Mr.  Secretary,  what  do  yon  mean  by  the  term  ''an 
indefinite  loan"! 

Secretary  Gage.  I  mean  at  the  pleasure  of  the  Government  after 
ten  years. 

Mr.  Ne WLANDS.  Yon  mean  to  say  that  the  holder  of  a  bond  can  never 
demand  payment  of  it  of  the  Government! 

Secretary  Gagb.  That  is  the  way  I  understand  it.  It  is  the  same  as 
it  is  now. 

Mr.  Nbwlands.  Do  not  they  run  for  any  definite  periods  f 

Secretary  Gage.  No,  sir;  they  run  at  the  pleasure  of  the  Govern- 
ment after  thirty  years.  They  were  thirty-year  bonds.  They  mature  in 
190 1  and  1907. 

Mr.  Newlands.  What  is  to  be  the  term  of  these  new  bonds  f 

Secretary  Gage.  At  the  pleasure  of  the  Government  after  ten  years. 

Mr.  Newlands.  But  when  can  the  holder  of  the  bonds  demand 
payment  t 

Secretary  Gage.  He  can  sell  them  in  the  market.  I  do  not  see  that 
he  can  demand  payment  at  all. 

Mr.  Newlands.  How  long  do  they  runt 

Secretary  Gage.  At  the  pleasure  of  the  Government. 

Mr.  Newlands.  I  thought  you  said  the  existing  bonds  ran  for  thirty 
years  1 

Secretary  Gage.  They  did  when  they  were  authorized,  and  they 
mature  in  1904.  In  that  year  they  willcome  under  the  control  of  the 
Government,  to  be  paid  off  if  the  Government  wants  to  pay  them  off, 
or  to  make  some  arrangement 

Mr.  Newlands.  That  is  true,  then,  of  the  existing  bonds  that  so  far 
as  the  Government  is  concerned  the  bolder  can  not  at  any  time  demand 
payment! 

Secretary  Gage.  That  is  the  way  I  understand  it. 

Mr.  Newlands.  Now,  then,  about  the  interests  You  reduce  the  inter- 
est to  2^  per  cent.  Is  the  amount  of  principal  to  be  paid  increased 
at  all! 

Secretary  Gage.  Of  the  debt! 

Mr.  Newlands.  Yea,  sir. 

Secretary  Gagk.  Yes,  sir;  it  will  be  increased  by  the  difference  that 
will  be  required  to  settle  with  the  present  bondholders,  giving  them  an 
equitable  recognition  for  the  difference,  giving  them  that  difference  in 
the  shape  of  bonds. 

Mr.  Van  Voobhis.  I  understood  you  to  say,  Mr.  Secretary,  that  the 
bonds  sold  in  1895  were  thirty-year  bonds,  and  that  those  bonds  did 
not  mature  in  thirty  years! 

Secretary  Gage.  I  was  not  speaking  of  those.  I  was  speaking  of 
these  that  I  refer  to 

Mr.  Van  Voorhis.  Oh,  the  new  issue! 

Secretary  Gage.  I  did  not  refer  to  the  1925  bonds  at  all  in  this  sec- 
tion.   I  recommended  the  refunding  of  bonds  of  1904  and  1907. 

The  Chairman.  Why  did  you  exclude  those  bonds!    [See  p.  197.1 

Secretary  Gage.  For  two  reasons.  They  run  a  long  time,  and  when 
they  were  sold  Congress  specifically  refused  to  make  a  bond  payable 
in  gold  at  that  time,  and  paid  a  large  amount  of  money  rather  than  do 
that.    And  I  preferred  to  let  that  question  alone.    Another  reason  was 
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• 

that  it  would  take  aboat  30  per  cent  of  their  face  to  settle  the  differ- 
ence between  2^  per  cent  bonds  and  4  per  cent  bonds  of  1925.  That 
wa8  another  objection. 

The  Chaibman.  It  would  take  30  per  cent  of  their  face.  Do  you 
mean  there  would  have  to  be  30  per  cent  more  bonds  issued  than  the 
bonds  now  outstanding? 

Secretary  Gage.  About  that. 

Mr.  Johnson,  I  understand  then,  Mr.  Secretary,  that  in  this  bill  you 
do  not  undertake  to  fund  the  bonds  issued  during  the  Cleveland  Admin- 
istration? 

Secretary  Gage.  No,  sir;  not  those  maturing  in  1925.  I  leave  them 
as  they  are.  If  anybody  wants  to  do  that,  all  right;  but  I  would  not 
recommend  it  myself. 

The  Chairman.  What  is  the  amount  of  the  bonds  of  1904  and  1907  ? 

Secretary  Gagb.  $100,000,000  of  1904  bonds  and  $559,000,000  of  1907 
bonds.  (Referring  to  memorandum.)  To  be  exact,  there  are  $559,640,000, 
in  round  numbers,  of  the  4  x>er  cent  bonds  maturing  in  1907. 

The  Chaibman.  That  makes  $659,000,000  of  bonds  altogether! 

Secretary  Gagb.  Yes,  sir. 

The  Ohaibman.  Do  you  anticipate  that  if  all  the  money  possible 
under  this  bill  were  issued  by  the  banks,  and  it  were  in  circulation, 
tJiere  would  be  a  sufficient  amount  of  bonds  to  secure  the  circulation 
that  would  be  needed! 

Secretary  Gage.  I  think  if  there  were  not  a  sufficient  amount  there 
would  be  some  other  method  of  securing  the  circulation  that  would  be 
entirely  feasible. 

Mr.  Cox.  Taking  up  the  bonds  that  you  have  spoken  of— the 
$100,000,000  of  5  per  cent  bonds  that  you  have  spoken  of—and  the 
bonds  that  fall  due  in  1907,  you  state  that  there  would,  of  course,  have 
to  be  adjusted  the  equities  between  the  bondholders  holding  that  char- 
a^^ter  of  securities  and  the  new  bonds  that  they  would  receive! 

Secretary  Gage.  Yes,  sir. 

Mr.  Ooz.  Firsty  the  difference  on  the  face  of  the  bond.  It  provides 
that  it  is  payable,  principal  and  interest,  in  gold.  My  point  is — it  is  a 
mere  matter  of  calculation,  but  I  desire  it  to  appear  in  the  record — ^how 
much  for  a  dollar  of  bond,  say  of  1907,  would  he  receive  in  the  new  bonds  ! 

Secretary  Gage.  Perhaps  I  can  answer  your  question  comprehen- 
dyely  by  saying  it  will  take  about  $90,000,000  more  of  bonds  than  are 
now  outstanding  to  refund  these  bonds.  Those  bonds  will  draw  2^  per 
eent  interest  instead  of  4  per  cent,  and  the  total  amount  of  money  to 
be  paid  out  by  the  Government  at  the  end  of  ten  years  would  be  the 
same  in  the  one  case  as  in  the  other. 

Mr.  Johnson.  That  section  is  not  expected  to  make  any  saving  to 
the  Government  as  an  interest  investment! 

Secretary  Gage.  No,  sir. 

Mr.  Johnson.  The  idea  is  the  one  you  have  explained,  of  putting  the 
national  finances  on  a  sound  basis! 

Secretary  Gaoe.  Yes,  sir;  and  it  has  the  advantage  or  disadvan- 
tage—whichever you  may  call  it — of  saving  an  annual  disbursement  of 
about  $10,000,000. 

Mr.  Bbosius.  Thus  increasing  the  credit,  but  in  the  end  increasing 
the  debt! 

Secretary  Oage.  Yes,  sir. 

The  Chairman  read  as  follows : 

8kc.  4.  That  tbebonda  aathorlseed  by  this  Act,  and  any  other  bonds  of  tho  United 
States,  may  be  deposited  with  tbe  Treasarer  of  the  United  States  as  secnrity  for  the 
arealating  notes  of  national  banking  associations;  and  any  national  banking  asso- 
il^oa  which  may  deposit  the  bonds  herein  anthorized  to  be  deposited  as  seonrity 
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for  its  circnlating  notes  shall  be  entitled  to  receive  from  the  Comptroller  of  the  Cnr> 
rency  and  to  issne  snch  notes  to  an  amount  eqnal  to  the  face  vaiue  of  snch  bonds: 
Vrovidedf  That  the  aggregate  amonnt  of  bonds  deposited  by  any  national  banking 
association,  nnder  any  law,  shall  not  exceed  the  amonnt  of  its  capital:  AndpriMded 
further,  That  nothing  herein  contained  shall  be  construed  to  modify  or  repeiJ  the 
provisions  of  section  fifty-one  hundred  and  sixty-seven  of  the  Revised  Statutes, 
authorizing  the  Comptroller  of  the  Currency  to  require  additional  deposit  of  bonds, 
or  of  lawful  money,  m  case  the  market  value  of  the  bonds  held  to  secure  the  circu- 
lating notes  shall  fall  below  the  par  value  of  the  circulating  notes  outstanding  for 
which  such  bonds  may  be  deposited  as  security. 

The  Ohaibman.  I  think  that  is  clear.    I  will  read  the  next  section: 

Sec.  6.  That  any  national  banking  association  whose  deposit  of  bonds  is  less  than 
the  amount  of  its  capital  may  deposit  with  the  Treasurer  of  the  United  States,  under 
such  regulations  as  the  Secretary  of  the  Treasury  may  approve,  United  States  notes, 
Treasury  notes  of  eighteen  hundred  and  ninety,  and  silver  certificates,  and  shaU  be 
entitled  to  receive  firom  the  Comptroller  of  the  Currency  and  to  issue  an  equal 
amount  of  its  circulating  notes;  but  the  aggregate  amonnt  of  bonds,  United  States 
notes.  Treasury  notes  of  eighteen  hundred  and  ninety,  and  silver  certificates  deposited 
by  any  national  banking  association  shall  not  exceed  the  amount  of  its  capital. 
Provided,  That  the  total  amonnt  of  United  States  notes.  Treasury  notes  of  eighteen 
hundred  and  ninety,  and  silver  certificates  deposited  with  the  Treasurer  of  the 
United  States,  under  authority  of  this  section,  shaU  not  exceed  the  sum  of  two 
hundred  millions  of  dollars. 

Mr.  McOlbaby.  I  woald  like  a  brief  statement  of  the  purpose  of 
that  section. 

Secretary  Gage.  The  purpose  of  that  section  is  to  provide  a  buffer, 
80  to  speak,  against  the  operation  of  that  section  which  provides  for 
taking  $200,000,000  of  the  present  currency  into  the  issue  and 
redemption  division.    We  have  passed  over  that,  have  we  notf 

Mr.  Mitchell.  That  was  the  second  section. 

Secretary  Gage.  You  should  read  section  6, 1  think,  in  connection 
with  section  5,  to  get  your  answer. 

The  Ohaibman.  We  will  go  ahead  with  section  6  (reading) : 

Sec.  6.  That  the  Secretary  of  the  Treasury  shall  issue  from  time  to  time,  in  his 
discretion,  honds  of  the  same  clnss  and  character  as  those  described  in  the  third  sec- 
tion  of  this  Act,  and  shall  substitute  the  same  with  the  Treasurer  of  the  United 
States  for  equal  amouute  of  the  United  States  notes,  Treasury  notes  of  eighteen  hun- 
dred and  ninety,  and  silver  certificates  deposited  by  national  banking  associations: 
and  the  bonds  so  issued  and  substituted  shall  be  charged  to  the  respective  national 
banking  associations,  and  be  accounted  for  by  them  at  such  prices,  not  less  than  par, 
as  shall  represent  the  market  value  of  such  bonds.  And  the  United  States  notes. 
Treasury  notes  of  eighteen  hundred  and  ninety,  and  silver  certificates  released  as 
herein  provided  shall  become  a  part  of  the  general  redemption  fund.  And  the  Sec- 
retary of  the  Treasury  is  hereby  authorized  to  exchange  any  of  said  Treasury  notes 
of  eighteen  hundred  and  ninety  and  said  silver  certificates  for  a  like  amount  of  United 
States  notes :  Provided,  That  the  amount  of  bonds  issued  under  the  authority  of  this 
section  shaU  not*exceed  the  sum  of  two  hundred  millions  of  dollars. 

The  Ohaibman.  In  the  third  line  of  that  section  you  use  the  words 
^^ described  iu  the  third  section  of  this  act."  There  are  a  good  many 
bonds  described  in  that  section.  Do  you  mean  the  bonds  authorized 
to  be  issued  in  that  section! 

Secretary  Gagb.  Yes,  sir;  these  2^  per  cent  bonds. 

The  Ohaibman.  Is  the  language  I  have  quoted  sufficiently  clearf 

Secretary  Gage.  They  are  the  only  bonds  authorized  to  be  issued. 

Mr.  Newlands.  The  Chairman  suggests  that  word  ^•authorized" 
should  be  substituted  in  the  place  of  the  word  <^  described." 

Secretary  Gage.  Yes,  sir;  that  is  a  good  change. 

The  Ohaibman.  Do  you  want  the  word  ^^ authorized"  put  in  therein 
place  of  the  word  "described!" 

Secretary  Gage.  Yes,  sir. 

The  Ohaibman.  Then  this  section  would  read,  line  3,  'Hhe  same  dass 
and  character  as  those  authorized!" 
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ATOmiNa  ▲  OONTBAOTION  OB  EXPANSION  OF  THE  OUBBENOT. 

Seoretary  Gage.  Yes,  sir. 

In  answer  to  the  qaestion  of  Mr.  McOleary,  section  5  and  section  6, 1 
think,  may  be  treated  as  one.  Their  purpose  is  to  take  into  this  issue 
and  redemption  division  $200,000,000  of  the  legal-tender  notes  of  the 
United  States,  and  put  them  over  there  to  be  held  until  somebody  wants 
to  come  and  pay  in  gold  in  exchange  for  them;  and  to  the  extent  that 
persons  do  this  the  ^old  which  would  be  thus  brought  into  the  issue 
and  redemption  division  shall  be  held  for  the  redemption  of  these  notes 
or  any  obligation  incumbent  upon  the  issue  and  redemption  division. 
To  take  in  (200,000,000  of  the  present  demand  obligations  of  the  Gov- 
ernment by  bonds  and  tie  them  up  until  they  were  exchanged  for  gold 
would  be,  I  think,  in  the  general  opinion  of  most  men  in  the  United 
States,  a  contraction  of  the  currency  at  this  time  so  violent  that  nobody 
could  endure  it,  and  therefore  it  would  not  do.  On  the  other  hand,  I 
regard  it  as  very  important  that  the  Government  of  the  United  States 
should  reduce  its  obligations  payable  on  demand. 

I  want  to  avoid  contracting  or  expanding  the  currency  in  this  par- 
ticular operation.  I  want  to  give  the  best  guaranties  that  it  will  not 
operate  in  either  direction  in  carrying  it  out.  Therefore,!  provide  that 
the  preliminary  step  shall  be  the  deposit  by  banks  of  some  form  of 
demand  obligations  of  the  United  States — ^Treasury  notes,  greenbacks, 
or  Treasury  certificates— and  when  they  do  deposit  them,  to  that  extent, 
no  less  and  no  more,  we  will  issue  their  notes  to  them,  the  same  as  we 
do  on  bonds  now;  that,  as  these  bonds  can  be  printed  and  put  into 
shape  to  be  substituted,  they  shall  be  substituted  for  that  currency,  the 
banks  accounting  for  them  at  what  they  may  appear  to  be  worth  in  the 
market,  not  less  than  par,  so  that  the  bonds  proposed  to  be  issued,  of 
the  same  kind  as  provided  for  in  previous  sections  of  the  bill,  2^  per 
cent  bonds,  would  be  deposited,  and  the  currency  re-covered  into  the 
issue  and  redemption  division.    As  it  is  re-covered  in,  it  would  come 

^  perhaps,  in  mixed  form, 
t  would  be  greenbacks,  it  would  be  silver  certificates,  it  would  be 
Treasury  notes ;  but  for  the  sake  of  uniformity,  and  in  recognition  of  the 
ftct  that  legal-tender  notes  are  the  only  pure,  absolute,  credit  obliga- 
tions of  the  United  States,  I  think  it  best  to  get  that  (200,000,000  in 
one  uniform  kind  of  money  into  that  issue  and  redemption  division, 
namely,  legal-tender  notes  of  the  United  States.  For  that  reason  I  have 
the  liberty  under  this  bill  to  exchange,  as  I  may  be  able  to,  the  two 
forms.  Treasury  notes  and  silver  certificates,  for  legal  tenders  out  of  that 
division,  until  I  do  secure  the  end  desired,  namely,  the  building  up  of 
the  $200,000,000  le^  tenders  in  that  division. 

Mr.  MiTOHELL.  wouldn't  the  practical  effect  of  that  be,  Mr.  Seore- 
tary, that  gold  would  be  deposited  in  that  fund,  and  the  greenbacks 
and  these  other  notes  would  go  again  into  circulation  f 

Secretary  Gage.  That  is  a  matter  of  opinion.  My  opinion  is  that, 
if  the  provisions  set  forth  by  me  as  a  whole  were  adopted,  within  six 
months  the  banks  of  the  United  States  would  bring  in  $100,000,000  of 
gold,  and  say,  ^^  We  would  like  some  of  those  greenbacks;  they  are  a 
better  form  of  reserve  for  us  than  the  gold." 

Mr.  Bbosius:  Under  our  monetary  system,  as  well  as  that  of  most 
countries  where  there  is  redemption  money  and  representative  money, 
is  there  anyway  to  convert  one  into  the  other  except  by  presenting  to 
somebody  at  some  place  a  demand  obligation  in  paper  to  receive  the 

90111,  gold? 

CUE ^ 
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Secrefisry  Oage.  Well,  I  should  say  no;  if  I  properly  anderstand 
tbe  question. 

Mr.  Bbosius.  Now  here,  under  our  system,  we  must  either  present 
a  demand  obligation  to  a  bank  to  get  gold,  or  we  must  present  it  at  the 
Treasury  of  the  United  States  to  get  gold.    Is  that  sot 

Secretary  Gaob.  That  is,  the  peopled 

Mr.  Bbosius.  I  mean  the  people  who  want  the  redemption. 

Secretary  Oagb.  Yes,  sir. 

Mr.  Bbosius.  Now,  if  I  understand  it,  your  plan — it  is  somewhat 
comprehensive — ^has  in  view  taking  out  of  the  volume  of  our  circulation 
the  amount  of  these  demand  obligations.    Is  that  itf 

Secretary  Gage.  Tes,  sir. 

Mr.  Bbosius.  If  they  are  taken  fh>m  the  volume  of  our  circulation 
and  put  into  the  vaults  of  the  Treasury,  they  can  no  longer  be  pre- 
sented for  redemption  t 

Secretary  Gage.  That  is  perfectly  correct 

MAINTAINING  THE  PABITY  OF  OUB  MONET. 

Mr.  Bbosius.  Now,  how  can  we  redeem  the  pledge  we  are  under  by 
existing  law  to  maintain  the  parity  of  our  money  unless  we  afiford  some 
means  for  the  people  who  hold  paper  to  present  those  obligations  for 
redemption  in  gold!  ^ 

Secretary  Gage.  We  can  not  I  understand  we  have  such  a  proc- 
ess  now 

Mr.  Bbosius.  If  we  take  $200,000,000  of  the  $346,000,000  out  of  cir- 
culation and  hold  it  in  the  Treasury,  that  can  not  be  presented  f 

Secretary  Gage.  No,  sir. 

Mr.  Bbosius.  What  kind  of  demand  obligations  will  the  people  have 
to  present  to  the  Treasury  to  get  their  gold  i 

Secretary  Gage.  They  will  have  $146,000,000  of  greenbacks.  They 
will  have  $100,000,000  or  more  of  Treasury  notes,  and  they  will  have 
$450,(K)0,000  of  national-bank  notes.  They  could  not  present  them  to 
the  Treasury,  but  they  can  present  them  to4ihose  who  promise  to  pay. 

Mr.  Bbosius.  I  know  that;  but  the  Government  has  undertaken  to 
maintain  the  parity  of  all  our  money. 

Secretary  Gage.  Yes,  sir. 

Mr.  Bbosius.  The  only  agency  it  has  to  redeem  that  pledge  is  to 
have  demand  obligations,  and  to  have  a  gold  reserve  with  which  it 
redeems  the  obligations  upon  demand,  and  if  all  the  demand  obligations 
are  taken  in  we  have  no  use  for  that  gold  reserve  at  all,  and  all  our 
power  to  maintain  the  parity  by  redeeming  demand  obligations  in  gold 
would  be  gone  after  we  relegate  the  whole  responsibility  and  duty  of 
maintaining  the  paiity  of  the  different  kinds  of  money  upon  the  banks 
of  the  country.    The  banks  will  have  to  do  it.    Isn't  that  sof 

Secretary  Gage.  I  do  not  understand  it  so  at  all;  no,  sir.  1  do  not 
understand  that  the  creation  of  demand  obligations  upon  the  part  of 
the  Government  is  any  aid  to  the  redemption  of  those  that  are  out. 
Coming  to  the  second  proposition — the  ability  of  the  Government  of  the 
United  States  to  maintain  the  parity  between  the  different  forms  of  its 
money  outstanding  depends  upon  its  ability  to  control  gold.  So  far 
as  It  can  reduce  the  obligations  that  are  outstanding,  so  far  it  increases 
its  strength  to  take  care  of  those  that  are  out. 

Air.  Bbosius.  I  do  not  dispute  that,  but  you  do  not  seem  to  catch 
my  point.  Unless  you  have  a  demand  obligation  out  to  be  exchanged 
for  gold,  nobody  can  get  any  gold  out  of  the  Treasuryf 
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Beoretary  Gagb.  Nobody  can  lecover  a  debt  from  some  one  who  does 
not  owe  him. 

Mr.  Bbosius.  Yeiy  well.  Then  the  duty  that  we  have  UDdertaken, 
to  maintain  the  parity  of  gold  and  silver  and  all  onr  money,  requires 
that  the  people  are  afiforded  some  means  of  getting  gold  with  the  other 
money  f 

Secretary  Gaoe.  The  means  are  open,  as  I  look  at  it. 

Mr.  Bbosius.  Are  there  any  means  loft  after  the  demand  obligations 
of  the  Government  are  taken  oat  of  circulation! 

Secretary  Gage.  Yes,  sir;  there  would  be  if  they  were  all  out. 

Mr.  Bbosius.  What  way! 

Secretary  Gage.  The  way  would  be  for  people  to  present  their  obliga- 
tions to  the  uatioual  banks. 

Mr.  Bbosius.  That  is  not  the  Government. 

Secretary  Gage.  Wait  a  minute.  They  would  demand  the  payment 
of  their  obligations  in  the  legal  money  of  the  United  States.  If  the 
banks  refused  to  discharge  their  duty,  it  would  be  the  duty  of  the  Gov- 
ernment, under  the  law  as  it  is  now,  to  discharge  it  for  them,  and  to 
take  possession  of  their  assets  and  sell  them,  and  to  recoup  itself  for 
80  doing. 

Mr.  Bbosius.  The  law  does  not  make  it  their  duty. 

Secretary  Gagb.  To  do  whatf 

Mr.  Bbosius.  To  redeem  in  gold. 

Secretary  Gage.  It  makes  it  their  duty  to  redeem  in  legal  money  of 
the  United  States. 

Mr.  Bbosius.  But  if  the  money  is  all  taken  in,  what  will  they  redeem 
in  but  goldf  The  law  does  not  require  them  to  redeem  in  gold.  They 
woald  comply  with  the  law  if  they  redeemed  in  silver. 

Secretary  Gage.  They  would.  "Sow  you  have  struck  the  point. 
Yoa  think  that  when  the  Government  demand  obligations  are  out  it 
will  have  no  function  in  maintaining  a  parity.  It  will  have  about  all 
the  fhnction  it  wants  to  perform  in  keeping  $560,000,000  in  silver  money 
of  the  United  States,  and  keeping  that  on  a  parity. 

Mr.  Bbosius.  Howf 

Secretary  Gage.  By  exchanging  gold  for  it. 

Mr.  Bbosius.  A  gold  reserve  would  have  to  be  provided  for  that 
purpose  f 

Secretary  Gagb.  I  think  so. 

Mr.  Bbosius.  Yes.  Then,  all  the  paper  obligations  being  issued  by 
the  banks,  the  redemption  of  that  would  be  left  entirely  to  the  banks  f 

Secretary  Gage.  I  think  so. 

Mr.  Bbosius.  If  they  failed  to  redeem,  wouldn't  the  whole  system 
break  down  and  gold  go  to  a  premium  at  oncel 

Secretary  Gage,  ^ot  if  the  Government  would  maintain  its  obliga- 
tion to  maintain  the  parity. 

Mr.  Bbosius.  But  the  Government  has  no  obligations  outstanding 
except  in  silver. 

Secretary  Gagb.  Then  it  would  have  nothing  to  maintain. 

Mr.  Bbosius.  And  then,  if  the  banks  refused  to  redeem  in  gold,  or 
were  unable  to  redeem  in  gold,  the  whole  system  would  coUapse,  and 
we  would  go  to  a  silver  basis  f 

Secretary  Gagb.  I  can  not  quite  follow  you.  I  thought  you  asserted 
a  minute  ago 

The  Ohaibman.  I  think  I  can  put  a  question  right  there  that  will 
perhaps  clear  this.    The  object  of  retiring  this  $200,000,000  is  to  put  it 
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out  of  the  power  of  anyone  to  ase  the  $200,000,000  to  ask  for  gold 
redemption. 

Secretary  Gage.  That  is  correct. 

The  Ghaibman.  It  leaves  out  in  circulation  all  the  silver  certificates 
and  the  Treasury  notes.  Kow,  what  Mr.  Brosius  wants  to  get  at  is, 
how  the  Government  gets  gold  if  it  proposes  to  redeem  all  those 
Treasury  notes  and  certificates  in  gold. 

Secretary  Gage.  Well,  that  is  another  question.  It  makes  little 
difference  how  they  do  it.  I  provide  how  they  can  do  it  a  great  deal 
easier  than  now. 

The  OHAiBiiiAN.  Howf 

Secretary  Gage.  There  would  be  $200,000,000  less  to  take  care  of. 

The  Ghaibman.  Out  of  the  $700,000,000 1 

Secretary  Gage.  Out  of  the  $930,000,000. 

Mr.  Bbosius.  If  you  would  take  it  all  out,  then  yon  would  have 
nothing  to  redeem.    You  would  then  be  relieved  entirely  f 

Secretary  Gage.  Yes,  sir. 

Mr.  Bbosius.  If  there  is  advantage  in  cutting  down  the  demand 
obligations  of  the  Government  $200,000,000,  there  would  be  still  greater 
advantage  in  wiping  them  out  altogether? 

Secretary  Gage.  Looked  at  from  one  point  of  view,  yes;  but  a  man 
or  a  corporation  or  a  government  may  carry  a  certain  amount  of  liabil- 
ities without  great  inconvenience  or  risk,  but  if  you  increase  tiiose  lia- 
bilities from  20  to  25  per  cent,  you  may  involve  all  the  elements  of  risk 
and  discredit. 

PBOYIDING  GOLD  FOB  BEDEMPTION  PUBPOSBB. 

Mr.  Bbosius.  The  point  or  the  motive  of  my  inquiry,  Mr.  Beeretary, 
illustrates  the  difQculty  I  have  always  encountered  in  reference  to  our 
redemption  on  the  plan  you  are  now  illustrating,  that  when  we  need 
money  for  pnrposes  of  export,  we  must  get  the  gold  somewhere,  or  our 
obligations  will  go  to  protest---or  the  country  wSl  go  to  a  silver  basis. 
Inasmuch  as  the  Government  has  undertaken  to  maintain  the  parity 
between  its  different  kinds  of  money,  it  must  provide  gold  under  that 
system,  and  that  is  what  that  pledge  was  made  for.  If  it  deprives 
itself  of  the  means  of  supplying  that  gold,  then  the  banks  alone  must 
supply  it,  and  if  that  duty  and  responsibility  is  relegated  wholly  to  the 
banks,  my  apprehension  is  that  the  banks,  in  an  extremity,  would  be 
unable  to  obtain  it,  and  in  that  case,  we  would  go  to  a  silver  basis.  I 
wanted  to  state  that,  so  that  the  Secretary  would  understand  the 
motive  in  making  these  inquiries.  I  understand  in  the  bill  there  is  a 
provision  requiring  the  banks  to  redeem  their  paper  in  gold. 

Secretary  Gage.  Not  in  this  bill;  no,  sir. 

Mr.  Pbince.  I  understand  that  there  are  about  $346,000,000  in  gieen- 
backs  now  out.    Kow,  what  amount  of  Treasury  notes  is  outstanding? 

Secretary  Gage.  Here  are  the  figures  in  the  report— $114,000,000. 

Mr.  Pbinoe.  What  is  the  amount  of  silver  certificates  f 

Secrerary  Gage  (continuing).  And  silver  dollars  amounting  to 
$410,000,000. 

Mr.  Pbinoe.  Making  a  total  of  how  mucht 

Secretary  Gage.  $930,000,000,  if  I  have  stated  the  detaUs  correctly. 

Mr.  Pbinoe.  Kow,  as  I  understand  it,  there  are  $930,000,000  of 
demand  notes  of  one  kind  and  another  which  may  be  presented  to  you 
as  Secretary  of  the  Treasury  for  redemption.  The  holder,  we  will  say, 
demands  the  gold  instead  of  Hilver.  Do  you  hold  that  the  $930,000|000 
can  be  paid  in  gold  at  the  direction  of  the  holder  of  this  paperf 
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Secretary  Gaob.  I  hold  that  your  qaestion  is  theoretical.  Yes. 
theoretically  they  might  all  be  presented.  Practically,  tt  is  a  physical 
impossibility. 

Mr.  Pbinoe.  I  agree  with  you  on  that. 

Secretary  Gage.  It  is  as  much  of  a  physical  impossibility  as  it  is  for 
a  man  to  breathe  twice  the  capacity  of  bis  lungs.    He  can  not  do  it. 

Mr.  Pbinoe.  I  agree  with  you  there,  but  I  am  asking  yon  whether, 
either  in  small  bits  or  in  total,  the  holders  could  demand  gold  for  it. 
l^ow  you  purpose,  as  I  understand  you,  to  put  aside  $200,000,000  in 
this  fuud,  and  upon  that  issue  bonds,  upon  which  the  banks  can  issue 
money  t 

Secretary  Gage.  Yes,  sir. 

Mr.  Pbinoe.  Then  there  is  $200,000,000  now  drawing  no  interest, 
whi<di  instead  is  to  draw  interest  at  2^  per  centf  That  leaves  still 
S  730,000,000  which  may  still  come  to  you  for  the  purpose  of  redemp- 
tion f 

Secretary  Gage.  That  leaves  $730,000,000  for  the  purpose  of  redemp- 
tion ;  yes,  sir. 

Mr.  Pbinoe.  How  many  million  dollars  will  the  bank  circulation 
reach  at  the  same  timet 

Secretary  Gage.  I  think  it  will  be  something  like  $500,000,000. 

Mr.  Pbinoe.  That,  added  to  the  $730,000,000,  makes  $1,230,000,000. 
So,  if  the  banks  have  to  redeem  the  gold,  there  are  demand  notes  and 
in  circulation,  either  against  the  Government  or  the  banks,  for  which 
gold  can  be  demanded,  to  the  extent  of  $1,230,000,0001 

Secretary  Gage.  Yes,  sir. 

Mr.  Pbinoe.  Kow,  you  say  that  if  the  banks  can  not  meet  this  and 
it  is  thrown  back  on  the  Government,  the  Government  wiU  take  pos- 
seesion  of  the  banks,  their  assets,  and  property,  and,  to  do  its  duty,  it 
would  redeem  this  $1,230,000,000  in  goldl 

Secretaiy  Gage.  Yes,  sir;  until  they  wound  up  business. 

Mr.  Pbinoe.  How  much  gold  have  we  in  this  country  1 

Secretary  Gage.  Between  $500,000,000  and  $600,000,000. 

Mr.  Pbinoe.  Where  would  they  get  the  rest  of  itf 

Secretary  Gage.  We  would  not  need  it;  we  can  use  the  same  over 
and  over  again. 

Mr.  Pbinoe.  Very  well.    I  am  asking  for  information. 

Mr.  MiTOHELL.  Mr.  {Secretary,  the  practical  effect,  as  I  understand 
it,  of  tying  up  this  $200,000,000  of  Treasury  notes  and  greenbacks 
would  be  as  follows:  Demands  womld  be  made  upon  the  banks  by  the 
people  who  deal  with  the  banks  for  greenbacks  or  Treasury  notes  or 
some  form  of  paper  money  to  do  their  business  with,  and  they  do  not 
want  gold.    Is  not  that  a  factt    I  ask  you  as  a  banker. 

Secretary  Gage.  It  is  a  current  fact;  yes,  sir. 

Mr.  Pbinoe.  Therefore,  $200,000,000  of  paper  money  having  been 
locked  up  in  this  issue  and  redemption  department,  the  banks  having 
gold  in  their  vaults,  would  have  to  send  their  gold  to  the  Government. 
to  deliver  it  at  the  snbtreasury,  and  ask  to  have  their  gold  exchanged 
tor  these  greenbacks  and  Treasury  notes,  which  were  locked  up  in  this 
issue  and  redemption  division.    Isn't  that  the  casef 

Secretary  Gage.  I  think  that  would  operate  to  the  extent  of  at  least 
one-halt' of  the  fhnd. 

Mr.  Pbinoe.  So,  in  a  short  time,  this  $200,000,000  of  paper  money, 
which  has  been  locked  up  in  the  Treasury  Department,  would  be  con- 
verted, by  a  natural  process  of  banking  business,  to  a  large  degre^ 
into  gold  coin  instead  of  paper  money,  and  the  paper  money  woola 

apin  be  oat  in  circulation  f 
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Secretary  Oage.  In  a  large  measure  that  wonld  be  true,  bat  nobody 
can  tell  in  advance  to  what  extent  it  wonld  be  true. 

Mr.  Hill.  Mr.  Prince  speaks  of  the  $200,000,000  of  notes  which  will 
be  refunded  and  become  an  interest-bearing  obligation  in  place  of  one 
without  interest.  And  I  infer  from  his  statement — although  perhaps  I 
am  wrong — ^that  he  thereby  thinks  it  would  be  a  benefit  to  the  banks. 
Isn't  it  true  that  further  on  in  this  bUl  you  practically  offset  that  by 
taking  away  from  the  banks  the  privilege  of  issuing  small  notes  and 
giving  that  privilege  to  the  GovernmentT  Would  not  that  be  an  equiv- 
alent, and  would  not  that  also  make  it  practically  impossible  for  those 
small  notes  to  be  presented  for  redempdonf 

Secretary  Oage.  I  think,  perhaps,  I  had  better  make  a  more  general 
statement  as  to  the  scope  of  my  idea.  We  have  $930,000,000  of  liabili- 
ties in  the  form  of  demand  obligationS|  counting  silver  certificates  as 
obligations. 

Mr.  Oox«  And  the  silver. 

Secretary  Gage  (continuing).  $930,000,000.  Now  let  us  see  where 
the  liabilities  are.  We  have  a  working  balance  in  the  Treasury  of 
$50,000,000.    That  can  not  hurt  us. 

The  Ohaibman.  $50,000,000  of  whatY 

Secretary  Oagb.  Gash — ^greenbacks,  legal-tender  notes,  and  Treasury 
notes — which  is  all  the  time  in  our  hands. 

The  Oh  AIRMAN.  That  is  in  the  Treasury  proper  t 

Secretary  Gage.  Yes,  sir;  we  hold  about  $10,000,000  locked  up,  that 
being  a  5  per  cent  reserve  of  the  national  banks. 

The  Ohaibman.  What  is  that  inf 

Secretary  Gage.  Greenbacks.  Then  there  is  a  total  of  destroyed 
notes  variously  estimated  from  $10,000,000  to  $30,000,000.  I  estimate 
it  at  $10,000,000.  That  is  practically  $70,000,000  we  can  deduct  from 
the  $930,000,000  to  show  what  is  liable  to  trouble  us.  That  leaves 
$860,000,000.  Now,  I  propose  to  take  out  $200,000,000  of  that  $860,- 
000,000  and  put  it  where  it  won't  trouble  us.  If  we  do  that,  we  will 
have  $660,000,000  that  will  trouble  ns  instead  of  $860,000,000.  1  pro- 
pose to  make  these  national  banks,  instead  of  putting  up  $10,000,000, 
which  is  5  per  cent  on  $200,000,000,  put  10  per  cent  on  about  $500,000,000, 
which  I  estimate  would  be  $50,000,000.  That  would  reduce  our  liabilities 
that  we  are  in  trouble  about  to  $610,000,000.  Now  I  propose  to  monopo- 
lize, for  the  use  of  the  Government,  all  the  issues  under  the  ten-dollar 
denomination  in  order  that  we  may  keep  in  such  active  use  in  all  the 
small  channels  of  circulation  where  money  is  required  our  obligations 
exclusively,  and  not  give  the  banks  the  benefit  of  that  market. 

The  Ohaibman.  Requiring  everybody  to  carry  nine  silver  dollars  m 
his  pocket  1 

Secretary  Gage.  It  doesnt  make  any  difference  in  my  calculation 
here  whether  it  is  silver,  or  silver  dollars,  or  what.  I  treat  them  all  as 
one.  There  are  outstanding  $346,000,000  of  notes  under  ten  dollars  in 
denomination. 

Mr.  Newlanbs.  $346,000,000 ;  that  is,  the  amount  of  the  greenbacks  1 

Secretary  Gage.  It  happens  to  be  the  same  amount;  and  $52,000,000 
of  silver  dollars.  In  other  words,  there  are,  say,  $400,000,000  actively 
engaged  in  the  United  States  in  performing  the  functions  of  actual 
trstde  and  exchange.  Kow,  I  assume  that  $250,000,000  of  that  is  so 
firmly  tied  up  in  active  circulation  that  nobody  can  get  it  away — banks, 
trust  companies,  or  anybody  else. 

The  Ohaibman.  Tied  up  in  the  pockets  of  the  peoplef 

Secretary  Gage.  Yes,  sir. 
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Mr.  HrLii.  It  has  to  stay  there  in  the  case  of  a  panic. 

Secretary  Oagb.  It  would  stay  there  unless  everybody  were  thrown 
out  of  employment,  and  then  the  people  would  have  to  take  this  money 
and  spend  it,  and  after  spending  it  they  would  starve.  Take  that 
$250,000,000  fi^m  $610,000,000.  There  is  left  $360,000,000,  which  is 
theoreticsdly  firee  to  the  country  and  which  may  come  to  the  Treasury 
for  redemption.  Now,  where  is  that  money  f  It  lies  in  ten  thousand 
banks,  scattered  over  the  United  States  (by  banks  I  mean  trust  compa- 
nies, savings  banks,  and  national  banks),  to  say  nothing  of  private 
hoards  of  greenbacks  and  other  forms  of  paper  money  that  are  tied  up 
in  rags  in  comers,  in  handkerchiefs,  and  stockings,  and  stuffed  away 
in  cracks  and  crannies.  There  is  that  whole  range  of  institutions 
required  by  law  to  carry  reserves  in  legal-tender  money,  and  under  the 
national  banking  law  sUver  certificates  are  classified  as  good  in  reserves 
as  silver  dollars.  To  protect,  then,  this  $360,000,000  we  would  have 
$125,000,000  in  gold  with  which  to  meet  it.  How  much  of  it  can  get 
loose  i    [i^ee  letter,  p.  3So.] 

The  Chairman.  That  $125,000,000  is  to  be  locked  up  in  the 
Treasnryt 

Secretary  Gage.  Tes,  sir;  to  be  locked  up  in  the  Treasury  to  meet 
that  liability.  Now,  I  look  at  it  from  a  practical  point  of  view  as  a 
banker;  and,  from  my  experience  and  my  ability  to  guess  how  human 
nature  will  act  in  its  operations,  and  from  the  fact  that  the  pressure 
that  will  draw  these  legal-tender  notes  of  the  United  States  out  of 
these  reserves  will  never  operate  at  the  same  time,  with  the  same  force, 
in  ten  thousand  banks  over  the  whole  of  the  United  States,  I  am  sure 
that  there  is  no  danger  of  that  $360,000,000  coming  to  the  door  of  the 
United  States  Treasury  and  knocking  for  redemption. 

The  Ghaibman.  At  the  same  time,  you  meanf 

Secretary  Oaoe.  Tes,  sir:  at  the  same  time  or  in  any  reasonable 
space  of  time. 

Mr.  Johnson.  You  are  basing  that  upon  your  experience  in  banking — 
Uiat  is,  in  accordance  with  facts  you  have  observed  t 

Secretary  Gage.  Tes,  sir;  from  my  observation. 

Mr.  Johnson.  Tour  theory  of  banking  is  that  all  claims  will  not  be 
presented  at  once;  otherwise  there  could  not  be  any  successful 
banking  f 

AUTHOBIZINa  SHORT  TIME  LOANS. 

Seeretary  Gage.  Tes,  sir.  Now,  I  have  asked  a  gentleman  in  New 
Tork,  who  bears  a  very  close  relation  to  the  Treasury^  who  has  been 
Treasurer  of  the  United  States,  and  who  has  been  assistant  treasurer 
in  New  Tork  for  many  years — Mr.  Conrad  N.  Jordan^about  this.  He  is 
in  a  position  where  he  watches  pretty  closely  the  movements  of  foreign 
ezdiange.  He  has  become  quite  an  expert  in  it,  and  he  reads  with  a 
great  deal  of  accuracy  the  movements  of  gold  for  two  or  three  weeks 
ahead.  He  has  the  benefit  of  a  great  deal  of  observation  and  experi- 
ence. He  says  it  is  the  last  $200,000,000  which  has  put  us  to  the  blush 
all  the  time,  that  has  been  our  trouble.  If  we  get  rid  of  $200,000,000 
ind  get  a  sufQcient  gold  reserve,  we  will  not  be  troubled,  and  the  coun- 
try will  not  fear  that  we  are  going  to  break. 

Now,  we  would  want  something  else.  I  have  not  provided  for  it  in  this 
bill^  beeause  it  will  come  in  separately  hereafter.  The  President 
recommends  it.  It  is  that  the  Secretary  of  the  Treasury  be  empoweredi 
when  so  directed  by  the  President  of  the  United  States,  to  borrow  on 


24  CHANGES  IN  THE  CUBRENCT   SYSTEM. 

short  time,  for  any  of  the  purposes  of  the  Government,  a  sora  not  greater 
than  $100,000,000  and  for  a  period  not  over  one  year.  That  power  will 
never  be  exercised  except  in  a  very  moderate  degree,  bat  with  the  knowl- 
edge in  the  market  that  that  power  coold  be  exercised,  with  that 
9300,000,000  liability  and  that  $125,000,000  with  which  to  meet  it,  1  would 
just  as  lief  run  the  Gk>vemment  as  run  any  bank  with  which  1  ever  was 
connected,  and  1  will  say  that  I  have  been  troubled  during  all  the  years  1 
have  been  connected  with  a  bank,  in  view  of  the  weighty  responsibility 
and  the  smi^  percentage  of  cash  reserve  it  carried  with  reference  to  its 
liabilities. 

Mr.  HiLii.  Mr.  Secretary,  1  would  like  to  ask  why,  in  these  two  sec- 
tions, you  make  a  distinction  between  United  States  notes  and  other 
paper  issues,  if,  as  you  before  stated,  all  are  alike  redeemable  in  gold 
and  are  to  be  treated  alike  in  their  relations  to  the  redemption  fiiudt 

Secretary  Gage.  If  I  understand  you,  you  inquire  why  1  want  to 
oonsolidate  the  greenbacks  exclusively  in  this  fundt 

Mr.  Hill.  Tes,  sir. 

Secretary  Gage.  That  is  owing  to  the  infirmity  of  human  nature. 

Mr.  Hill.  And  for  no  other  reason  t 

Secretary  Gage.  No  other  reason. 

Mr.  Johnson.  Please  state,  pointedly  and  succinctly,  j  ust  the  purpose 
and  object  of  section  5  and  section  6,  so  it  may  appear  in  the  recoil  in 
a  few  words. 

Secretary  Gagb.  That  is  what  1  tried  to  go  over  just  now. 

Mr.  Johnson.  What  I  mean  is,  to  put  that  in  a  few  words.  Yoa 
have  done  it  in  detail  very  clearly^  now  I  wish  you  would  state  it  in  a 
few  terse  sentences  if  you  can. 

Secretary  Gaoe.  The  object  of  the  two  sections  is  to  recover  into 
the  issue  and  redemption  division  $200,000,000  of  the  demand  obliga- 
tions of  the  United  States,  whence  they  will  not  go  except  in  exchange 
for  gold;  and  to  do  this  without  contracting  the  circulating  medium  in 
the  form  of  paper  money. 

iMr.  Johnson.  That  is  very  happily  expressed;  just  as  I  wanted  to 
get  it. 

OIBOULATIN0  NOTES  ISSUED  BY  BANKS. 

Mr.  Newlands.  Mr.  Secretary,  do  you  provide  that  the  circulating 
notes  to  be  issued  by  the  bank  shall  be  legal  tender t 

Secretary  Gage.  No,  sir. 

Mr.  Newlands.  Have  you  any  objection  to  it  being  a  legal  tender? 

Mr.  Gage.  Yes,  sir. 

Mr.  Newlands.  What  is  your  objection,  if  you  please  t 

Secretary  Gage.  That  they  ought  not  to  be  endowed  with  any  arti- 
ficial power,  except  that  which  goes  with  the  promise  to  pay  money. 

Mr.  Newlands.  You  regard  them  simply  as  debts  and  not  as  money 
for  the  payment  of  debts  t 

Secretary  Gage.  1  regard  them  as  promises  to  pay  money,  pure  and 
simple, 

Mr.  Newlands.  You  assume  that  the  banks  would  issue  these  notes 
after  receiving  the  bonds  for  United  States  notes  surrendered.  Is  there 
anything  obligatory  upon  them  to  issue  those  notes  f 

Secretary  Gage.  Nothing  except  obedience  to  the  principles  of 
human  nature  which  will  animate  them,  for  the  sake  of  getting  a  small 
profiti 
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Mr.  Kbwlanbs.  Yon  rely,  then,  on  self-interest  to  prevent  contrac* 
tion  of  the  carrency,  which  otherwise  wonld  result  from  the  with- 
drawal of  $200,000,000  of  money. 

Secretary  Oagb.  I  rely  upon  a  principle  of  human  nature  to  actuate 
them  in  taking  out  circulation,  turning  in  money  of  ours.  But  we  do 
not  take  in  any  money  of  ours  unless  they  do  respond  to  the  tempta- 
tion which  we  give  them ;  and  to  the  degree  they  respond,  to  that  degree 
I  do  take  in  the  money,  and  no  more. 

Mr.  Nbwlands.  Then,  I  do  not  understand  the  bill.  They  only  turn 
money  into  the  Treasury  on  the  condition  that  they  issue  an  equal 
amount  of  circulating  notest 

Secretary  Gagb.  Yes,  sir;  that  is  correct. 

Mr.  Newlands.  Is  there  anything  in  the  bill  to  that  effectf 

Secretary  Gage.  It  provides  that  when  they  do  bring  in  these  green- 
backs and  deposit  them  as  security,  we  will  then  give  them  their  notes. 
If  they  do  not  wish  to  pay  them  out,  they  need  not  do  it,  but  they  would 
not  bring  in  these  greenbacks  unless  they  expected  to  pay  out  their 
notes.    That  is  their  business. 

Mr.  Newlands.  Suppose  the  banks  deliver  to  the  Treasury  the 
910,000,000  of  United  States  notes.  Do  you  then  issue  $10,000,000  in 
United  States  bondsf 

Secretary  Gage.  No,  sir;  not  immediately. 

Mr.  NBWI.ANDS.  What  is  the  process  t 

Secretary  Gage.  I  give  them  $10,000,000  of  their  notes  for  our  notes, 
with  which  they  can  do  as  they  please. 

Mr.  NewIjAnds.  You  do  not  deliver  them  the  bondsf 

Secretary  Gage.  We  never  deliver  them  the  bonds.  Afterwards, 
ander  this  act,  as  we  can  work  them  through  the  printing  bureau  and 
get  them  into  shape,  I  deposit  the  bonds  with  the  Treasury  on  their 
account  in  place  of  the  currency  which  up  to  that  time  is  there,  and 
take  tiie  currency  over  into  the  issue  and  redemption  division. 

Mr.  Nbwlands.  I  can  not  see,  then,  that  that  forces  an  issuance  of 
the  circulating  notes  of  banks  to  the  extent  of  the  United  States  money 
retired.  But  after  the  notes  are  in  circulation,  then  there  would  be 
nothing  to  prevent  the  bank  from  surrendering  i1»  money  and  receiving 
the  bondsf 

Secretary  Gage.  Nothing  at  all. 

Mr.  Newlands.  So  a  contraction  of  the  currency  would  take  place 
in  that  wayf 

Secretary  Gage.  They  could  do  that  now. 

Mr.  Newlakds.  But  I  wanted  to  draw  a  distinction  between  existing 
conditions  and  this  condition.  Under  the  present  condition  of  things 
the  greenbacks  have  to  be  put  out  again.  Under  the  new  condition  of 
tilings  the  circulating  notes  would  take  the  place  of  the  greenbacks, 
and  the  banks  can  surrender  the  circulating  notes  and  receive  other 
bonds,  and  if  they  do  that  the  circulating  money  of  the  country  will 
be  reduced  to  that  extent. 

Mr.  Bbosius.  The  difference,  Mr.  Secretary,  between  the  mode  of 
securing  gold  from  the  Treasury  under  your  system  and  the  mode  now 
in  vogneu  that  is,  presenting  the  greenbacks  to  the  Treasury  for  redemp- 
tion, is  tnat  under  your  system  they  would  present  bank  notes  to  the 
banks,  and  if  the  banks  chose  to  redeem  them  in  50-cent  silver  dollars 
the  holders  of  those  dollars  would  take  them  to  the  Treasury  as  they 
now  take  greenbacks,  and  demand  gold,  and  the  50-cent  dollars  would 
all  be  redeemed  at  100  cents  by  the  Government. 
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Secretary  Gage.  That  woald  be  the  coarse  then,  as  it  is  and  to  the 
extent  it  is  now — no  more  and  no  less.  This  does  not  affect  the  qnes- 
tion  in  any  mj^nner.  Now,  a  national  bank  has  the  right  to  pay  out 
50-cent  dollars,  as  yon  call  them,  and  the  man  to  whom  they  pay  these 
silver  dollars  has  a  right  to  go  to  the  Treasury  and  demand  gold. 
What  the  Treasury  will  do  is  in  the  discretion  of  the  Secretary,  accord- 
ing to  law.    That  woald  remain  the  same  as  it  is  now. 

Mr.  Johnson.  And  as  long  as  silver  is  at  par  with  gold  there  is  no 
trouble  t 

Secretary  Gage.  No,  sir. 

Mr.  Cox.  Under  section  5, 1  desire  to  call  your  attention  to  the  pro- 
vision of  bringing  in  this  money.  It  is  very  easy  to  understand  why 
those  notes  are  desired  to  be  brought  in.  It  is  to  protect  that  reserve. 
That  is  plain,  but  I  desire  to  call  your  attention  to  this  point,  that  a 
bank  starting  its  organization  can  bring  into  the  Treasury  what  we  call 
greenbacks,  or  it  can  bring  silver  certificates  to  the  Treasury,  and  there- 
upon yon  issue  to  the  bank  bank  notes  t 

Secretary  Gage.  Yes,  sir. 

Mr.  Cox.  Up  to  that  time  it  amounts  simply  to  an  exchange  of  money 
of  the  bank  for  bank  notes.  If  the  banker  can  bring  $100,000— say 
that  is  the  capital  stock — in  silver  certificates,  he  is  entitled  to  $100,000 
of  bank  notes  on  thatt 

Secretary  Gage.  Yes,  sir. 

Mr.  Cox.  With  the  silver  certificates  out  and  the  greenbacks  recog- 
nized as  a  gold  obligation,  do  you  not  think  there  is  great  danger  that 
instead  of  presenting  to  yon  any  portion  of  the  greenbacks  to  obtain 
bank  notes  silver  certificates  will  be  presented  t 

Secretary  Gage.  No,  I  do  not  think  there  is  such  a  danger  as  that 
We  might  get  the  general  proportion  that  they  bear  to  the  other  forms 
of  money,  but  I  hardly  think  we  would  get  so  much,  because  the  banks 
have  a  larger  proportion  of  greenbacks  and  Treasury  notes  in  their 
vaults  all  the  time  than  they  do  of  silver  certificates.  The  silver  cer- 
tificates are  in  the  hands  of  the  people  now.  They  are  in  the  hands  of 
the  people  west  of  the  Allegheny  Mountains,  and  the  banks  manage, 
because  of  doubts  and  fears,  to  keep  them  in  the  hands  of  the  people. 

Mr.  Gox.  Yes,  sir.  The  banks  have  been  instrumental  in  doing  that 
There  is  no  doubt  about  that.  Now,  in  the  other  provision  of  the  bill— 
I  am  confining  myself  to  the  bank  circulation — they  can  not  obtain  bank 
circalation  on  this  money  so  deposited  in  a  sum  to  exceed  $200,000,000. 

Secretary  Gage.  That  is  correct. 

Mr.  Cox,  That  is  the  limit.  There  they  have  to  stop.  Now  your 
idea  is  when  this  $200,000^000,  or  any  portion  of  it  is  deposited,  there- 
apon  this  money  so  deposited  goes  into  this  fund  that  you  have  been 
speaking  of,  and  at  the  proper  time  a  bond  is  also  put  there.  That 
represents  that  fand. 

Secretary  Gage.  A  bond  is  substituted  for  the  currency. 

Mr.  Cox.  Well,  use  that  language.  That  meets  my  approbation  just 
as  well,  for  my  question.  The  bond  is  substituted  tor  the  carrenoy, 
but  of  course  you  retain  the  currency  t 

Secretary  Gage.  Yes,  sir;  in  the  Treasury,  and  the  bond  goes  oyer 
in  trust  to  the  Treasurer  of  the  United  States  to  be  held  as  security 
for  the  bank  notes.  The  bonds  belong  to  the  bank,  subject  to  the  lien 
of  their  notes. 

Mr.  Oox.  And  when  this  bond  is  placed  there,  as  yon  have  described, 
the  bank  has  in  its  possession  the  par  value  of  its  bonds  in  drcalatioD. 
It  amounts  to  thatt 
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Secretary  Gage.  If  it  pays  its  notes  out;  yes,  sir. 

Mr.  Oox.  Now,  then,  at  the  same  time  yon  are  paying  that  bank  the 
interest  nx>on  that  bond.  Of  course  we  do  that  now,  as  I  understand 
it.  Do  you  think  it  prox>er  and  right  that  you  should  issue  a  par-value 
bond  and  a  bank  should  have  circulation  at  a  profit  and  at  the  same 
time  the  Government  shall  pay  2^  per  cent  or  any  interest  upon  that 
money — ^that  money  to  be  raised  by  taxation  t 

THB  GOVERNMENT  SHOULD  GUARD  ITS  OWN  INTERESTS. 

Secretary  Gage.  I  think,  Mr.  Cox,  that  all  depends  on  what  it  is  for 
the  interest  of  the  Government  to  do.  I  do  not  think  the  Government 
is  under  any  obligation  of  any  nature,  form,  or  kind  to  help  banks  as 
banks.  It  is  our  interest  to  look  after  our  own  finances,  to  protect  our 
own  l^asnry,  to  maintain  our  own  credit,  to  keep  ourselves  in  every 
way  respectable  in  the  eyes  of  the  world,  and  to  do  all  necessary  things 
to  accomplish  that  end.  If  the  substitution  of  bank  notes  in  order  to 
secure  the  immunity  from  the  contraction  of  currency  which  would 
result  from  decreasiug  our  liabilities,  and  if  the  reduction  of  our  liabili- 
ties be  in  the  interest  of  the  Government  and  the  people,  then  the  step 
about  which  you  inquire — ^the  payment  of  interest  to  secure  that  end — 
is  wise  and  legitimate,  as  much  so  as  it  is  for  a  roan  to  buy  insurance 
or  purchase  immunity  from  his  obligations,  duties,  undertakings,  aud 
responsibihties  in  any  other  walk  of  life. 

Mr.  Cox.  With  that  theory  and  that  idea,  does  it  not,  in  substance, 
amount  to  this :  That  in  order  to  give  a  bank  circulation  in  the  country 
you  pay  the  amount  of  interest  as  an  inducement  to  the  banks  to  take 
out  a  circulation  t 

Secretary  Gage.  The  banks  would  be  very  glad  to  take  out  circula- 
tion without  putting  up  bonds  at  all.  The  putting  up  of  the  bonds  is 
a  requirement,  an  exaction,  and  a  restriction  upon  the  banks  in  the  exer- 
cise of  what  formerly  was  a  natural  privilege  and  prerogative. 

Mr.  Gox.  One  more  thing  on  that  line,  because  that  is  a  question 
which  is  being  raised  all  through  the  country.  Ton  know  it,  and  I 
know  it,  too.  To  sum  it  up,  the  bank,  under  this  system,  will  get  the 
full  face  value  of  its  bonds  in  circulation.  So  far  the  tax  on  circula- 
tion has  not  been  touched  upon  at  all.  It  gets  the  full  face  value  of  its 
bonds  to  make  a  profit  on.  The  complaint  now  is  that  while  the  banks 
get  the  fall  face  value  in  money — ^for  it  answers  the  purpose  of  money  to 
bankers — the  Government  by  taxation  pays  interest  at  the  rate  of  2 
or  3,  4  or  5  per  cent.  Of  course  one  of  the  inducements  under  the  old 
law  was  to  get  investments  in  United  States  bonds  when  they  were  first 
issued.  Now,  when  the  bonds  are  bringing  frt)m  120  to  130  premium, 
should  not  that  cease  f 

Secretary  Gage.  The  primary  object  is  for  the  Government  to  recover 
1200,000,000  of  its  demand  liabilities  and  put  it  under  more  perfect  con- 
trol. If  yon  can  find  any  way  of  doing  that  for  nothing,  getting  any- 
body to  give  it  to  you,  I  would  like  to  find  it.  I  do  not  think  you  can 
find  it.  If  you  could  issue  bonds  to  the  general  public  and  draw  in  this 
$200,000,000  and  not  make  them  a  security  for  note  circulation  at  all,  I 
would  be  satisfied ;  but  the  people  could  not  stand  it  unless  there  were 
some  form  of  substitution.  The  contraction  of  the  currency  would  be 
more  ruinous  in  two  years  than  the  interest  on  the  bonds  in  forty  years. 
.Therefore,  we  must  avoid  that.  Howt  The  law  provides  that  national 
banks  may  issue  notes  upon  deposits  of  Government  bonds  as  security, 
Uid  that  lias  been  the  law  for  thirty  years.  And,  as  you  have  opened  th% 
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subject,  let  me  remark  that  it  was  a  law  never  conceived  in  the  minds  ot 
any  banker  on  earth.  It  was  a  law  conceived  in  the  interest  of  the 
Government,  by  which  the  Government,  seeing  the  necessity  of  the 
banks  and  necessity  of  bank-note  circulation,  made  it  obligatory  upon 
every  bank  that  was  organized  to  put  some  part  or  all  of  its  capital  in 
United  States  bonds  as  a  condition  for  doing  business. 

Mr.  Gox.  I  agree  with  that.  Upon  the  deposit  of  this  circulation 
that  we  have  been  speaking  of— passing  from  the  bonds — ^the  bank 
obtaining  that  amount  of  circulation,  would  you,  as  Secretary  of  the 
Treasury,  have  any  objection  whatever  that  banks  chartered  by  the 
States  should  have  the  same  privileges  t 

Secretary  Gage.  Kot  if  they  would  submit  to  the  same  restrictions, 
limitations,  and  requirements  as  national  banks  are  subjected  to. 

Mr.  Gox.  If  they  had  to  do  that,  they  would  simply  be  national  banks. 

At  this  point,  at  11.45  o'clock,  the  committee  took  a  recess  until  the 
following  morning,  December  17, 1897,  at  10  o'clock  a.  m. 


Committee  on  Banking  and  Oureenoy, 

Washington^  I),  (7.,  December  17 j  1897, 

The  recess  having  expired,  the  committee  resumed  its  session,  Hon. 
Marriott  Brosius  in  the  chair. 

STATEMENT  OF  SECRETART  OAGE-Continned. 

Mr.  Hill.  Yesterday,  if  I  remember  correctly,  Mr.  Secretary,  you 
stated  that  the  first  purpose  covered  by  your  bill  was  the  more  firmly 
fixing  of  the  present  gold  standard.  I  do  not  wish  to  introduce  polit- 
ical questions  into  this  discussion,  but  there  is  one  question  I  would  \ 
like  to  ask  you,  and  I  have  reduced  it  to  writing,  and  with  the  permis- 
sion of  the  committee,  I  will  read  it.  You  are,  of  course,  recognized 
as  a  Republican,  sympathizing  with  Eepublicau  principles.  The  plat- 
form adopted  at  St.  Louis  looked  toward  bimetallism  as  a  practical 
principle.  You  advocate,  and  I  am  glad  that  you  do,  for  I  sympathize 
with  you  most  heartily,  the  firmer  establishment  of  the  present  gold 
standard,  as  stated  in  your  first  declaration  yesterday.  I  want  to 
ask  you  if  that  does  not  conflict  with  the  principles  enunciated  at  St. 
Louis  t 

Secretary  Gage.  I  should  answer,  No,  sir;  not  as  I  look  upon  the 
question  of  bimetallism,  for  bimetallism  must  be  one  of  two  things — 
either  two  different  kinds  of  money  of  unequal  commercial  value,  cir- 
culating on  an  equality  with  each  other  by  reason  of  the  lower  quality 
being  made  exchangeable  with  the  higher  and  thus  of  equal  value,  or 
two  kinds  of  money  so  absolutely  equal  in  value  as  to  circulate  on  a 
natural  parity.  A  bimetallic  '^  stondard"  does  not  exist  anywhere  on 
earth.  A  bimetallic  currency,  as  I  understand  bimetallism,  does  exist 
in  the  United  States  now.  The  firm  establishment  of  our  system  upon 
the  gold  standard,  and  the  recognition  of  silver  by  the  Gk>vernment  in  the 
way  of  such  interchangeability  as  may  be  necessary  to  keep  it  equal  to 
gold,  will  better  maintain  bimetallism,  on  the  general  principle  I  have 
just  outlined.  This  has,  in  a  manner,  been  going  on  for  eighteen  or 
nineteen  years.  There  is  nothing  at  all  in  the  proposition  to  more  firmly 
establish  the  gold  standard  to  prevent  us  from  doing  all  reasonable 
things  to  accomplish  such  an  increase  in  the  value  of  silver  money  as 
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will  bring  it  to  a  natural  parity  with  gold,  and  thas  relieve  the  Qovem- 
inent  firom  the  expense  of  artificial  maiuteuance  and  the  embarrassment 
which  has  prevailed  for  many  years,  and  which  will  perhaps  prevail  for 
many  years  to  come  in  our  financial  system. 

WHAT  THE  BELL  H.  B.  5181  WOULD  DO. 

Mr.  MiTOHELL.  This  bill  which  yon  propose  wonld,  in  your  opiniosL 
relieve  the  Government  from  most  of  that  artificial  strain  to  which  it 
has  been  subjected  in  the  pastt 

Secretary  Gage.  I  think  it  would  oi>erate  to  give  such  confidence  in 
the  Government's  ability  to  do  what  may  be  necessary  to  maintain  the 
parity  of  its  different  kinds  of  money  that  the  discrimination  against 
silver  would  largely  cease. 

Mr.  Cox.  Of  course  that  question,  if  it  was  a  question,  drew  us  off 
on  another  issue,  and  I  am  glad  my  friend  Mr.  Hill  has  got  your  indorse- 
ment on  that.  If  the  system  which  you  approve  is  incorporated  in  this 
bill  and  carried  into  eft'ect  will  it  not  result  eventually  in  our  having 
but  one  kind  of  paper  money,  bank  notes,  and  that  we  will  have  no 
silver  in  circulation  except  the  subsidiary  coint  I  mean  if  the  bill  is 
put  in  full  operation  and  earned  out. 

Secretary  Gage.  There  is  nothing  in  the  limited  measures  proposed 
to  bring  about  the  condition  of  affairs  that  your  question  contemplates. 
It  is  in  a  direction  which,  if  pursued  by  further  legislation  to  an  ultimate 
conclusion,  might  lead  to  the  result  that  you  suggest;  I  would  not  say 
*<8ubsidiai7  silver,^'  however,  but  rather  a  system  of  silver  circulation 
which  would  be  subordinate.    It  is  a  subordinate  system  now. 

Mr.  MiTOHELL.  May  I  ask  the  gentleman  on  the  left  [Mr.  Cox]  a 
question  on  that  linet 

The  Chaibman.  There  probably  would  be  no  objection,  but  I  would 
suggest  that  the  interrogatories  ought  to  be  directed,  as  far  as  possible, 
to  the  Secretary,  and  then,  after  we  have  gone  through  the  bill  with 
him  by  sections,  if  it  is  desired,  the  members  of  the  committee  may 
discuss  it  among  themselves. 

Mr.  MiTOHELL.  I  simply  wanted  to  ask  if  he  [Mr.  Cox]  would  like  to 
have  $20  silver  double  eagles  f 

Mr.  Cox.  We  carry  this  money,  currency,  silver  certificates,  green- 
backs, or  gold  into  the  Treasury  Department  and  make  our  application, 
under  the  system  that  was  discussed  yesterday,  and  get  the  bank  notes 
to  the  face  value  of  bonds,  for  the  purpose  of  banking.  Now,  a  matter 
directly  connected  with  that,  which  has  been  through  the  Comptroller's 
reports  and  Treasurer's  reports  for  a  number  of  years,  is  the  matter  of 
a  tax  ux>on  that  circulation.  I  desire  to  ask  you  the  question,  whether 
you  would  advise  that  the  tax  on  that  circulation  should  be  reduced, 
or  increased,  or  would  you  prefer  that  it  should  remain  as  it  is  t 

Secretary  Gage.  If  you  will  permit  me,  I  think  that  question  is  met 
in  a  section  further  on  in  the  bill. 

Mr.  Cox.  Very  well,  then. 

The  Ohaibman.  Yesterday  we  went  over  six  sections  of  the  bilL  I 
win  now  read  the  seventh  section. 

8kc.  7.  When  any  natioDal  bank  now  existing  or  heieafter  organized  shall  have 
depooited  such  United  States  bonds,  United  States  notes,  Treasury  notes  of  eighteen 
hnndred  and  ninety,  or  silver  certificates  to  an  amount  of  not  less  than  fifty  per 
eeotnm  of  ita  capital,  it  shall  be  entitled  to  receive  from  theOomptroUer  of  theOnr* 
rency  and  to  issae  national- bank  notes,  in  addition  to  the  fifty  percentnm  thns  pro- 
vided, to  the  amount  of  twenty-five  per  centum  of  such  deposits;  but  the  circulation 
iHoea  by  any  national  banking  association  shaU  never  be  in  excess  of  its  paid-np 
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oftpitel  atook,  Mid  the  additional  notes  so  issued  shall  not  be  aeonied  by  said  deposit^ 
bat  shall  constitute  a  fiist  lien  upon  all  the  remaining  assets  ef  the  association  issu- 
ing snch  notes.  Upon  the  failure  of  anv  association  to  redeem  its  cironlating  notes 
aTOYC  nroTided,  whether  the  same  are  issued  against  deposited  seouritv  er  against 

general  assets,  the  same  shall  be  promptly  redeemed  by  tne  Treasurer  of  the  United 
tates.  To  secure  the  United  States  against  any  loss  arising  firom  its  guaranty  to 
pay  and  redeem  such  additional  circulating  notes,  it  shall  be  the  dnt7  or  the  Comp- 
troller of  the  Currency  to  levj  upon  and  collect  ftom  eyery  national  banking  asso- 
ciation issniuff  such  unsecured  circulation  a  tax  at  the  rate  of  two  per  centum  per 
annnm  on  sncn  unsecured  ciroulation,  which  said  tax  of  two  per  centum  per  annum 
shall  be  paid  to  the  Treasurer  of  the  United  States  in  equal  semiannual  payments  in 
January  and  July  of  each  year;  and  when  so  collected  it  shall  constitute  a  safety 
fhud,  out  of  which  the  United  States  shall  be  reimbursed  for  any  redemption  ef  said 
unsecured  circulation  it  may  make  as  herein  proTided.  The  safety  fund  thus  created 
shall  be  iuTested  by  the  Secretary  of  the  Treasury  in  such  Government  bonds  as  he 
may  consider  advisalile.  Said  tax  of  two  per  centum  per  annum  shall  be  in  addition 
to  the  tax  of  one-half  of  one  per  centum  per  annum  on  circulating  notes  hereinafter 
authorized. 

Mr.  Mitchell.  Id  the  fourth  Hue  of  section  7  are  the  following 
words:  ^' or  silver  certificates  to  an  amoantof  not  less  than  fiffy  per 
centum  of  its  capital."    Is  that  correct  t 

Secretary  Gaob.  Yes,  sir.  I  mean  that  a  bank  shall  invest  half  of 
its  capital  in  bonds  before  it  can  take  out  any  of  this  credit  circulation* 

Mr.  Mitchell.  Is  it  the  intention  in  this  eleventh  line— it  says, 
^'and  the  additional  notes  so  issued  shall  not  be  secured  by  said 
deposit" — ^to  have  that  cover  the  unsecured  circulation f 

Secretary  Oage.  Yes;  that  is,  the  unsecured  circulation,  amountinf 
to  25  per  cent  of  the  amount  secured. 

Mr.  MiTOHBLL.  And  that  shall  only  be  secured  by  a  lien  on  the 
assets t 

Secretary  Gaob.  Yes,  by  a  lien  on  the  assets  and  by  a  payment  to 
the  safety  fund  of  2  per  cent  per  annum. 

Mr.  Johnson.  I  presume  it  is  your  idea  that  there  can  not  be  snch  a 
loss  from  the  issuing  of  these  25  per  cent  notes  on  assets  as  will  not 
readily  be  paid  out  of  the  safety  fund  you  provide,  and  that  therefore 
there  will  really  be  taken  away  from  the  depositors  in  banks  no  lien  or 
security  which  they  have  heretofore  had. 

SAFETY  FUND  PBOYISIONS. 

Secretary  OAge.  I  think  you  are  under  a  misapprehension.  This  2 
percent  is  to  provide  for  indemnifying  the  Government  against  any  loss 
after  it  shall  have  exhausted  the  security  which  is  constituted  by  the 
general  assets  of  the  bank.  If  the  general  assets  were  sufficient  to  pay 
the  Government  enough  to  indemnify  it  for  this  circulation,  the  Gov- 
ernment would  realize  from  that  source.  If  the  assets  of  the  bank 
should  be  in  so  desperate  a  condition  that  it  could  not  liquidate  enough 
to  pay  this  25  per  cent  circulation,  then  the  Government  would  recoup 
itself  out  of  the  guaranty  or  safety  fund. 

Mr.  Johnson.  Under  the  existing  system  the  Government  indemni- 
fies itself  in  case  of  loss  out  of  the  bonds  that  are  deposited  as  collat- 
eral security  for  the  circulation,  leaving  to  the  depositors  unimpaired 
the  assets  of  the  bank  for  their  safety. 

Secretary  Gage.  That  is  correct. 

Mr.  Johnson.  It  seems  to  me  that  that  is  very  likely  to  be  urged  by 
depositors  as  an  objection  to  this  scheme — that  it  robs  Peter  to  pay  Paul; 
that  while  it  secures  the  note  holder,  and  also  secures  the  Government, 
yet  it  leaves  the  depositors  exposed  to  loss,  and  deprives  them  of  the 
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secarity  which  under  the  present  system  they  enjoy.  It  has  been 
repeatedly  urged  upon  me  as  an  objection  when  I  have  advocated 
something  like  the  Baltimore  plan. 

Secretary  Oaos.  Your  consideration,  I  think,  is  a  very  timely  one. 
It  has  occurred  to  me,  and  that  is  why  I  think  a  step  in  that  direction 
ought  to  be  a  very  careful  one,  and  why  [  limit  it  to  25  per  cent  instead 
.  of  a  larger  x>er  cent.  In  former  times,  before  the  national  banking 
system  was  established,  it  was  a  common  practice  for  banks  to  issue 
their  circulating  notes,  and  they  were  a  lien  up  to  100  per  cent  on  their 
capital.  National  banks  have  become  accustomed  now  to  another  sys- 
tem, and  all  note  holders  are  accustomed  to  it — a  system  by  which  the 
circulating  notes  are  secured  by  bonds  in  the  hands  of  outside  trustees. 
It  has  the  advantage  of  security,  but  it  has  disadvantages  of  all  kinds. 

1  can  not  go  into  it  very  deeply  now. 

A  change  from  that  method  to  another  method  of  circulating  notes 
upon  the  assets  of  a  bank  must  be  made  in  such  a  way  as  not  to  work 
disaster.    It  must  be  tried.    If  it  should  appear  that  in  ten  years  this 

2  per  cent  tax  upon  the  circulating  notes  of  banks  furnishes  a  fhnd 
amply  sufficient  to  provide  for  all  circulating  notes  of  failed  banks 
without  any  lien  upon  their  assets,  that  feature  of  the  law  could  be 
stricken  out.  When  everybody  is  satisfied  that  it  is  so,  it  may  be  mod- 
ified so  that  this  safety  fund,  so  far  as  it  had  been  gathered  from  the 
banks,  shoald  be  applied  first  to  the  redemption  of  their  notes,  and  the 
Government's  liens  upon  their  assets  exercised  only  for  the  balance. 
I  think  the. important  thing  is  not  to  make  this  law  so  menacing  to  the 
depositors  and  general  creditors  of  a  bank  as  to  frighten  them,  and  I 

u      do  not  think  25  per  cent  will. 

'  Mr.  Johnson.  I  heartily  agree  with  you  in  your  view  of  the  subject. 
I  tliink  the  advantages  gained  by  your  system  appear  very  great  over 
the  existing  system.  At  the  same  time  there  is  really  no  menace  to 
depositors,  because  your  bill  is  so  carefully  graded  as  to  the  amounts. 
Bat  I  wanted  to  draw  you  out  a  little  on  this,  so  it  would  be  plain  to 
those  who  read  this  record. 

Secretary  Gage.  I  might  add,  for  general  information,  as  we  are 
making  a  record  here,  that  I  went  carefully  over  the  Comptroller's  books 
to  see  what  the  result  of  such  a  system  would  have  been  in  the  past. 
The  past  is  never  an  absolute  guide  for  the  future,  but  it  is  an  approxi- 
mate guide.  Out  of  all  the  national  banks  that  have  been  organized 
since  the  beginning  of  the  system,  330  have  failed.  Of  these  all  paid  in 
Uquidation  a  sum  much  more  than  was  necessary  to  redeem  this  25  per 
cent  of  circulation,  had  they  had  it  outstanding,  except  18  banks. 

These  18  were  such  examples  of  mismai\^gement  or  wickedness  that 
they  did  not  pay  enough,  the  assets  did  not  liquidate  enough,  to  have 
taken  care  of  the  25  percent  of  their  circulating  notes  if  they  had  had 
them  out,  and  the  depositors  would  not  have  received  a  cent  in  that 
case,  and  the  Gk>vernment's  guaranty  would  have  been  called  upon. 
To  make  its  guaranty  good,  it  would  have  been  necessary  for  the  Oov- 
emment  to  have  takeii  out  of  the  safety  fund  to  supplement  the  assets 
of  the  18  banks  the  sum  of  $194,000.  That  would  have  redeemed  all 
these  notes,  but  I  found  that  if  these  330  failed  banks,  to  say  nothing 
about  the  banks  that  had  not  failed,  had  taken  out  their 25  percent,  as 
we  contemplate  here,  and  had  kept  it  out  during  the  average  period  of 
their  existence,  which  was  about  eight  years,  they  would  have  paid 
into  this  guaranty  fund  the  sum  of  $2,600,000,  which  would  have  been 
ample  firom  which  to  draw  $194,000.  So,  from  the  Government's  stand* 
point|  it  would  have  been  a  safe  proposition. 
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Mr.  Johnson.  These  facts  are  set  out  in  your  annual  report,  are 
they  nott 

Secretary  Oage.  Yes,  sir. 

Mr.  Johnson.  Under  your  bill  the  ultimate  liability  for  failed  banks 
would  fall  under  this  safety  fund,  provided  by  the  banks  generally  that 
contributed  to  this  safety  iundt 

Secretary  Gage.  Yes,  sir;  it  would  duriag  the  existence  of  that 
fund. 

Mr.  Johnson.  Do  you  not  think  that  would  be  regarded  by  the  banks 
as  an  insuperable  barrier  to  entering  into  this  arrangement  f 

Secretary  Gage.  No,  I  think  not;  because  they  would  know  how 
much  they  would  have  to  pay.  They  have  to  pay  so  much  on  their  cir- 
culation, and  they  take  no  risk  for  anybody  else.  They  only  pay  on 
their  own  circulation. 

Mr.  Johnson.  The  fact  that  the  tax  on  their  circulation  is  reduced 
would  all  the  more  enable  them  to  make  a  contribution  to  the  safety 
fnndt 

Secretary  Gagb.  Yes,  sir.  A  bank  is  responsible  for  no  circiilatioD 
but  its  own.  The  banks  are  willing  to  stand  responsible  for  their  own, 
and  pay  taxes,  but  they  would  not  be  willing,  I  believe,  under  any  sys- 
tem, to  issue  circulation  and  then  be  assessed  from  time  to  time  addi- 
tional amounts  to  make  good  the  debts  of  others. 

CREDIT  NOTE  SYSTEM. 

Mr.  Hill.  Do  you  think  the  large  reserve  banks  of  the  country  would 
avail  themselves  of  this  credit  note  system f 

Secretary  Gage.  N"o,  sir. 

Mr.  Hill.  Do  you  think,  in  your  experience  as  a  banker,  not  as 
Secretary  of  the  Treasury,  that  as  a  matter  of  fact  the  large  reserve 
banks  of  the  country  do  frequently  have  to  carry  the  smaller  banks  t 

Secretary  Gage.  They  do  to  a  considerable  extent. 

Mr.  Hill.  Do  you  think,  then,  they  would  object  to  this  credit  note 
system,  as  giving  to  the  country  banks  a  first  lien  upon  all  their  assets 
for  these  reserve  notes  and  thus  imperiling  their  claims  against  the 
country  banks  t 

Secretary  Gage.  I  do  not  think  they  would  object  on  that  ground  at 
all,  because  they  always  make  sure  they  themselves  have  a  good  lien 
on  assets  before  they  take  care  of  the  country  banks. 

Mr.  HiLXi.  1  have  here  the  Treasury  statement  of  December  1,  1897, 
of  the  outstanding  paper  money  issued,  and  I  find  that  if  the 
$200,000,000  had  been  drawn  into  the  reserve  fund  the  situation  would 
then  have  been  an  increase  of  paper  issuer  all  told  of  $136,000,000. 

Secretary  Gage.  That  is  about  correct,  if  all  the  banks  had  issued 
the  25  per  cent  credit  notes  contemplated. 

Mr.  Hill.  I  want  to  ask  you  if  that  whole  increase  will  not  press 
directly  ux)on  the  $125,000,000  of  gold  in  your  redemption  fundt 

Secretary  Gage.  It  can  not  press  any  harder  than  they  can  find  the 
(Government  bills  to  press  with.  That  is  one  thing.  Another  answer 
would  be  that  it  is  by  no  means  certain  they  could  keep  out  $134,000,000 
if  they  tried.    The  bill  contemplates,  a  little  further  along,  several 

g laces  for  the  redemption  of  national-bank  notes.  Now,  all  the  national- 
ank  notes  oome  to  Washington.  It  is  an  awkward  place  to  have  them 
come,  anyway.  The  Government  hires  clerks  who  sort  these  notes,  and 
it  is  all  done  under  one  roof  here  in  Washington.  My  bill  contemplates 
that  aU  these  notes  may  be  presented  at  the  subtreasury  in  New  Yorky 
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if  they  accumalate  there,  without  being  sent  to  Washington,  and  at 
any  other  sabtreasnry  which  the  Comptroller,  with  the  consent  of  the 
Becretary  of  the  Treasury,  may  name. 

That  other  subtreasnry  would  be  a  natural  central  point  for  that 
particular  district  of  country  where  a  group  of  banks  may  be  located, 
80  that  the  work  of  redemption,  sorting,  and  all  that  sort  of  thing, 
instead  of  being  carried  on  under  one  roof  here,  would  be  carried  on  in 
as  many  places  as  there  are  snbtreasuries,  and  the  tendency  would  be~ 
as  national  bank  notes  are  to  be  of  the  denomination  of  $10  and 
upward — ^to  return  them  home  for  redemption.  The  tendency  would 
be  that  way.  And  as  they  would  pay  2  per  cent  tax,  there  would  be  no 
use  in  paying  that  tax  unless  they  could  be  kept  out,  and  the  volume 
would  soon  find  an  equilibrium.  The  country  will  take  about  so  much, 
as  a  8XK)nge  will  take  about  so  much,  and  no  more.  The  surplus  will 
ran  somewhere.  The  gold  will  run  across  the  Atlantic  or  the  notes  will 
ron  back  to  the  issuer. 

Mr.  Huj..  I  do  not  know  but  that  answers  ray  question,  but  I  would 
to  get  it  a  little  clearer.    You  propose  to  take  $200,000,000  of  Gov- 
ernment notes  and  put  them  in  the  issue  and  redemption  bureau* 
Now,  for  those  will  be  substituted  $200,000,000  of  national-bank  notes  f 
Secretary  Gaoe.  That  is  even,  so  far. 

Mr.  Hill.  Yes.    You  have  made  the  redemption  of  national-bank 
notes  more  easy  by  multiplying  the  redemption  points  and  more  liable 
by  increasing  the  size  of  the  notes  t 
Secretary  Gage.  Yes,  sir. 

Mr.  Hill.  How  have  you  released  the  Government  of  any  liability  of 
redemption  in  that  exchange  of  the  $200,000,000 1  It  seems  to  me  you 
have  made  it  still  more  easy  to  drain  the  Treasury  of  gold.  For  instance, 
if  a  company  of  men  wish  to  get  $200,000,000  of  gold  from  the  Govern- 
ment, instead  of  getting  gold  for  greenbacks,  why  wouldn't  they  take 
bank  notes  and  redeem  them  in  la^ul  money,  and  then  call  for  the  gold 
with  their  lawful  money) 

Secretary  Gage.  In  the  first  place  they  would  have  to  get  the  lawful 
money.    They  have  to  find  that  lawful  money.    As  fast  as  these  notes 
are  presented  for  redemption,  the  difficulty  of  finding  the  lawful  money 
will  increase.    They  must  provide  the  lawful  money.    If  they  do  find  it, 
there  is  no  way  for  the  Government  to  escape  payment  of  its  lawful 
obligations. 
Mr.  Hill.  They  will  get  notes  or  silver,  will  they  nott 
Secretary  Gage.  From  whomt 
Mr.  Hill.  From  the  banks;  or  else  the  bank  fails. 
Secretary  Gage.  Yes,  sir;  and  if  the  bank  can  not  provide  legal- 
tender  notes.  Treasury  notes,  or  silver,  it  will  have  to  provide  gold.    It 
will  provide  that  which  is  easiest,  of  course,  as  anybody  else  will  do. 
But  I  contemplate  that  under  my  bill  I  will  diminish  the  lawful  money 
$200,000,000.    I  will  make  it  relatively  scarcer  than  it  is  now.    It  is  a 
more  convenient  form  of  money  than  gold  for  banks  and  everybody  to 
ase.    I  will  make  lawful  money  so  relatively  scarce — it  will  not  be  abso- 
lutely scarce,  but  relatively  scarce  compared  to  what  it  is  now — that 
the  banker,  having  both  gold  and  pai)er  money,  fearing  that  if  he  parts 
with  Iris  lawful  money  he  may  have  trouble  in  getting  it  back,  will  part 
with  the  gold  in  preference,  and  not  discriminate  in  the  other  direction, 
as  he  has  always  done  before. 

Mr.  Mitchell.  Will  he  not  part  with  the  gold  to  the  issue  and 
redemption  bureau  hi  order  to  get  his  greenbacks  t 
Secretary  Gagb.  That  is  a  matter  of  judgment.    I  think  he  will. 

CUB 3 
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Mr.  MiTOHELL.  So  the  issue  and  redemption  division  will  have  its 
gold  reserve  increased  by  the  very  actions  of  these  national  banks  f 

Secretary  Oage.  I  think  so. 

Mr.  Hill.  The  same  state  of  facts  wonld  exist  also  in  regard  to  the 
$250,000,000  of  small  notes  which  wonld  be  exchanged  for  larger  notes 
of  national  banks.  There  wonld  be  larger  notes  of  national  banks 
which  wonld  put  aside  the  smaller  notes  of  the  Oovernment,  taking 
their  place  in  the  pockets  of  the  people.  That  also  wonld  make  a  larger 
demand  for  lawfhl  money  t 

Secretary  Gage.  Yes,  sir. 

Mr.  Hill.  And  then  this  credit-note  issue  of  $130,000,000  wonld  still 
fhrther  make  a  demand  for  lawful  money  f 

Secretary  Oage.  I  think  so. 

Mr.  Hill.  And  your  idea,  as  I  understand  it,  is  that  it  would  be 
easier  to  get  gold  than  the  lawful  money,  and  consequently  would  bring 
banks  to  a  gold  redemption  of  their  own  notes  without  calling  upon  the 
Gk)vernmentf 

Secretary  Gage.  That  is  correct.  That  is  the  direction  in  which  it 
will  operate. 

GOLD  Am)  LAWFT7L  MONET. 

Mr.  Pbiv OE.  I  want  to  get  clearly  in  my  mind  what  you  mean  by  the 
expression  <^gold  and  lawftil  money." 

Secretary  Gage.  Of  course,  you  know  what  gold  is.  Lawfhl  money 
is  any  money  clothed  by  the  law  with  the  iK)wer  to  pay  debts. 

Mr.  Pbinoe.  Then,  do  I  understand  you  correctly  when  I  say  that 
legal-tender  notes.  Treasury  notes,  and  silver  would  go  under  the  defi- 
nition of  lawful  money  t 

Secretary  Gage.  Yes,  sir. 

Mr.  Pbinoe.  Gold  defines  itself  f 

Secretary  Gage.  Yes,  sir. 

Mr.  Pbinoe.  You  make  a  distinction  between  gold  and  lawfhl  money! 

Secretary  Gage.  Yes ;  merely  for  the  sake  of  distinguishing  it  in 
our  telk  here. 

The  Ohaibman.  And  that  distinction  is  necessary  from  the  fetct  that 
what  you  call  lawful  money  is  redeemable  in  gold. 

Secretary  Gage.  Perhaps  so.  But  of  course  gold  is  also  lawftd 
money. 

The  Ohaibman.  But  there  are  two  kinds  of  money,  and  you  have  to 
make  that  distinction,  because  gold  is  the  money  of  ultimate  redemption  t 

Secretary  Gage.  We  have  used  these  terms  to  keep  in  our  minds 
the  two  kinds  of  money. 

The  Ohaibman.  As  you  have  used  the  terms,  there  is  that  distinc- 
tion between  gold  and  lawful  money  in  that  otiier  kinds  of  lawftil 
money  are  redeemable  in  gold. 

Mr.  Pbinoe.  Then  do  I  understand  you,  in  answer  to  the  chairman, 
to  say  that  lawful  money,  as  distinguished  from  gold,  is  all  redeemable 
in  gold  ultimately  T 

Secretary  Gage.  Kot  by  its  express  terms.    Silver  is  not. 

Mr.  Pbinoe.  Is  it  by  practice! 

Secretary  Gage.  It  is  by  practice,  sufficiently  to  keep  it  on  a  parity 
with  gold. 

Mr.  Newlands.  Mr.  Secretary,  I  understood  you  to  say  that  lawfiil 
money  is  the  money  clothed  with  the  power  to  pay  debts.  Would  yoa 
regard  the  droulating  notes,  then,  as  lawM  money! 

Beci:etary  Gagb.  xou  mean  national-bank  notes  I 
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Mr.  'Sjs^ULjms.  Yes. 

Beeretary  Oagb.  I  regard  them  as  lawfiil  money,  and  I  iiant  to 
amend  my  definition  to  say  that  any  money  is  lawml  money  that  is 
ironed  in  conformity  with  law.  National-bank  notes  are  lawftil  money 
because  they  are  issued  in  conformity  with  express  statutes.  They 
are  lawful  money  in  the  other  sense  because  they  are  legal  tender  to  aU 
)  banks  in  payment  of  all  debts.  So  it  is  a  quasi  legal  tender,  not  to  the 
public,  but  to  the  banks  in  payment  of  debts. 

Miu  I^BWiiANDS.  If  I  should  loan  you,  then,  $1,000  in  these  circulat- 
ing notes,  national-bank  notes,  and  should  take  your  note  for  the 
amount,  could  you  subsequently  compel  me  to  accept  those  circulating 
notes  in  payment  of  that  notef 

Secretary  Oage.  No,  sir. 

Mr.  Nbwlands.  Oirculating  notes,  then,  have  not  the  debt-paying 
function  as  between  individuals  f 

SeCTctfffy  Gagb.  They  have  not. 

Mr.  Nbwlands.  To  what  extent  does  your  bill  contemplate  the  issue 
of  these  circulating  notes,  both  secured  and  unsecured  T  I  mean  how 
mncb  could  possibly  be  issued  if  all  the  banks  availed  themselves  of 
this  privilege  f 

Secretary  Gage.  There  would  be  in  existence,  if  my  bill  were  carried 
out  and  became  a  law,  about  $1,120,000,000  of  bonds  of  the  United 
States.  If  the  banks  could  get  all  of  those  bonds,  they  could  issue 
$1,120,000,000  of  circulating  notes  by  depositing  those  bonds  with  the 
Oovemment.  They  could  then  issue  25  per  cent  of  that  amount  in  this 
free  circulation,  as  we  may  call  it,  which  would  be  25  per  cent  more. 
sabetantiaUy,  $300,000,000.  But  that  is  raising  up  a  specter  and  not 
a  reality. 

These  bonds  are  held  by  private  investors,  savings  banks,  trust  com- 
panies, insurance  companies,  guaranty  companies  of  every  kind,  peo- 
ple on  this  side  of  the  Atlantic,  and,  to  some  extent,  by  people  on  the 
other  side  of  the  Atlantic,  and  any  effort  of  the  banking  interests  to 
get  under  their  control  any  very  large  amount  of  these  bonds  would 
raise  the  price  so  much  as  to  take  out  all  possible  profit  in  the  opera- 
tion, and  that  would  be  a  natural  check  to  the  movement  which  I  have 
outlined  as  among  the  x)ossibilities.  That  will  be  the  natural  check  to 
an  extension  of  the  national-bank  note  currency.  The  present  market 
ixrice  of  bonds  of  the  United  States  is  very  nearly  in  a  state  of  equi- 
Ubrium.  Very  few  of  them  are  being  sold  or  exchanged.  An  effort  to 
buy  any  great  quantity  of  them  would  raise  the  price,  and  as  the  price 
of  the  bonds  increases  of  course  the  reward  in  the  way  of  interest  on 
the  investment  diminishes.  The  margin  of  profit  to  the  bank  under 
these  propositions  is  not  large,  and  one  of  the  fears  that  I  have  heard 
expressed  by  a  gentleman  in  this  committee,  who  is  an  excellent  critic 
— as  he  is  not  present,  but  I  will  mention  his  name,  Mr.  Walker— is  that 
the  operation  of  this  would  raise  the  price  of  l)onds  so  high  that  it 
would  be  inoperative,  and  the  national  banks  would  fail  to  come  up  and 
respond,  as  tlieoretically  they  ought  to  do,  to  fill  the  requirements  of  cir- 
culation to  meet  the  necessities  of  commerce  and  trade. 

PROBABLE  CIBCULATION  UNDEB  H.  B.  6181. 

Mr.  Nbwlaivbs.  Ton  have  stated  the  possible  circulation  that  could 
be  created  under  this  act.  What  would  you  regard  as  the  probable 
ebrenlationf 

Secretary  Gagb.  Increase  from  the  present  volume  ol  dionlatioui  do 
you  meant 
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Mr.  KBWiiANDS.  Just  state,  if  you  please,  what  the  present  volume 
is,  first. 

Secretary  Gage.  $220,000,000,  substantially  in  national-bank  notes. 

Mr.  Nbwlands.  And  the  increase  would  be  whatf 

Secretary  Gage.  I  think  it  would  be  from  $300,000,000  to  $330,000,000. 
Whether  it  would  remain  bo  high  is  another  question. 

Mr.  Nbwlands.  Do  you  mean  the  increase  itself  wouldbe  $330,000,000 1 

Secretary  Gage.  I  think  so.  | 

Mr.  Nbwlands.  So  we  would  have  about  $550,000,000  in  all  of  national- 
bank  notes  t 

Secretary  Gage.  Yes,  sir. 

Mr.  Nbwlands.  The  real  increase,  then,  in  the  demand  notes  of  the 
country  would  not  be  $330,000,000,  but  $120,000,000,  as  $200,000,000 
would  take  the  place  of  the  demand  obligations  of  the  Government 
which  are  retired  t 

Secretary  Gage.  That  is  about  the  way  I  figure  it  out. 

Mr.  Johnson.  Do  I  understand  you  that  you  include  in  this  increase 
what  would  come  from  the  safety-ftind  provision  as  well  as  that  which 
would  come  from  the  other  t 

Secretary  Gage.  Yes,  sir;  I  include  everything. 

Mr.  Nbwlands.  We  were  speaking  of  lawful  money,  and  you  amended 
your  first  definition,  which  was  that  lawful  money  was  money  clothed 
with  the  power  to  pay  debts,  by  stating  that  lawful  money  was  any 
money  that  was  authorized  by  the  law.  In  the  creation  of  debts  the 
practice  has  been  increasing  in  this  country,  has  it  not,  of  making  debts 
payable  according  to  the  terms  of  the  contract  in  goldt 

Secretary  Gage.  If  such  is  the  fact,  I  have  not  observed  it  in  my 
experience.  Where  I  have  lived  that  has  not  been  the  practice  except 
on  long  time  mortgages,  in  which  I  have  never  dealt. 

Mr.  Nbwlands.  Well,  such  contracts  are  made  in  this  country,  are 
they  not,  both  on  long  and  short  time  mortgages  t 

Secretary  Gage.  Yes,  sir. 

Mr.  Nbwlands.  Take  such  an  obligation  payable  by  its  terms  in 
gold.  I  understand  it  would  not  be  iu  the  power  of  the  debtor  to  ten- 
der these  circulating  notes  to  the  bank  in  payment  of  such  a  debt.  Is 
that  sof 

Secretary  Gage.  I  understand  that  to  be  so. 

Mr.  Nbwlands.  Would  it  be  in  the  power  of  the  debtor  to  tender 
greenbacks.  United  States  notes,  in  payment  of  such  a  debt,  according 
to  your  judgment  T 

Secretary  Gage.  I  do  not  know  what  the  Supreme  Court  would 
finally  say  about  that.  I  do  not  suppose  it  would  be  a  compliance  with 
the  contract. 

Mr.  Nbwlands.  Would  it  be  in  the  power  of  a  debtor,  owing  upon  a 
gold  contract,  to  tender  United  States  Treasury  notes  t 

Secretary  Gage.  The  same  answer  that  I  made  to  your  last  question 
will  apply  also  to  this. 

Mr.  Nbwlands.  And  that  would  apply  also  to  silver  certificates  and 
to  silver,  would  it  nott 

Secretary  Gage.  I  so  understand  it. 

Mr.  Nbwlands.  Then,  does  it  not  lie  in  the  power  of  those  to  whom 
debts  are  made  by  written  contract  to  practically  deprive  the  lawfhl 
money  to  which  you  have  referred  of  its  debt-paying  ftinctiont 

Secretary  Gage.  It  is  mutual  between  two  parties  to  contract  to 
waive  the  privileges  that  the  law  gives.  It  would  be  equiJly  true  if 
they  made  the  contract  in  silver  dollars. 
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Mr.  ISCbwIjANDS.  Yon  say  that  it  is  Dot  within  your  experience  that 
ereditors  are  requiring  current  obligations  to  be  payable  in  gold,  but 
that  requirement  does  apply  to  long-time  obligations.  Is  that  practice 
increasing  with  reference  to  long-time  obligations  t 

Secretary  Gaob.  I  am  hardly  familiar  enough,  Mr.  Newlands,  with 
that  line  of  operations  to  speak  positively.  I  think  that  perhaps  it  is 
j  increasing.  It  has  been  the  tendency,  if  my  observation  and  the  reports 
tliat  have  come  to  me  during  the  last  four  years  are  correct. 

Mr.  Nbwlands.  Do  you  think  that  the  tendency  to  make  such  obli- 
gations  will  increase  t 

Secretary  Oagb.  Not  if  i>eople  have  confidence  that  the  Government 
win  redeem  its  obligations  and  maintain  the  parity  of  the  di£ferent 
kinds  of  money. 

Mr.  Nbwl ANDS.  You  think  that  such  a  tendency  arises  from  the  dis- 
trast  as  to  thatt 

Mr.  Gagb.  Purely. 

Mr.  KBWLAin)s.  Do  yon  not  think  it  would  be  a  wise  thing  for  the 
Government  to  prevent  the  practical  demonetization  of  the  lawM  money 
to  which  you  have  referred  by  preventing  gold  contracts  either  from 
being  made  or  from  being  enforced  t 

Secretary  Gagb.  I  do  not.  I  do  not  think  it  is  best  for  the  Oovem- 
ment  to  interfere. 

Mr.  Stallinos.  Does  your  bill  provide  that  the  national  banks  shall 
redeem  their  notes  in  goldt 

Secretary  Gage.  It  does  not. 

Mr.  Stallings.  Do  you  think  it  ought  tot 

Secretary  Gage.  After  consideration  I  think  it  is  indifferent  whether 
it  does  or  not.  The  reason  I  did  not  put  it  in  was  that  I  do  not 
believe  the  Government,  as  an  issuer  of  notes,  ought  to  recognize  any 
money  on  earth  as  better  than  its  obligations,  or  discriminate  against 
itself  or  its  obligations.  If  they  say  that  greenbacks  or  any  of  the 
Government's  obligations  are  not  good  enough  for  something,  but  gold 
is,  they  thereby  cast  a  reflection  upon  their  own  notes.  Besides,  I 
think  it  would  be  purely  immaterial.  If  you  make  the  banks  redeem 
in  gold,  then  the  banks  must  get  the  gold  to  redeem  with.  If  they 
have  the  obligations  of  the  Government,  you  may  make  it  necessary  for 
them  to  present  the  notes  to  the  Gk>vernment  with  which  to  get  the 
gold  to  redeem  their  notes,  whereas  if  the  law  is  silent  in  that  respect 
they  may  redeem  their  notes  in  gold ;  they  may  redeem  them  in  green- 
backs or  in  Treasury  notes.  The  party  to  whom  they  pay  the  greenbacks 
or  the  Treasury  notes  may  want  gold,  and  if  he  does  he  will  go  to  the 
person  who  issued  the  note. 

In  this  case  the  Government  issued  the  note,  and  so  he  would  go  to 
the  Gk>vernment  and  get  it,  or  he  may  not  And  therefore  it  does  seem 
to  me  expedient  from  all  points  of  view,  practically  and  theoretically, 
not  to  put  that  in  the  law.  The  banks,  if  they  find  difficulty  in  main- 
taining other  forms  of  legal  money  that  will  discharge  debts,  will  have 
to  carry  gold.  They  have  now  in  their  possession  in  the  country  some 
$240,000,000  of  that  kind  of  metal,  which  is  a  pretty  fair  supply  to  start 
with. 

Mr.  JoHKSON.  Mr.  Newlands  has  asked  yon  about  the  legal-tender 

Sualities  of  certain  classes  of  money,  and  you  have  answered  that  a 
ebtor  eonld  not  compel  a  creditor  to  take  it.    There  would  not  be  any 
qaestion  about  the  creditor  taking  it  in  the  event  that  it  was  good  sound 
money,  would  there  t 
Seoretary  Gagb.  I  do  not  think  there  is.    1  never  heard  of  these 
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ooDtracts  that  are  made  payable  in  gold  alone  nntil  within  the  last  two 
years.  Within  the  last  two  years,  as  a  bank  officer.  I  have  been  visited 
several  times  by  persons  having  gold  contracts,  wno  asked  to  be  sap- 
plied  with  gold  against  their  checks  becaase  they  had  contracts  com- 
ing due  in  gold,  and  the  creditors  required  them  to  lay  down  the  gold. 
In  answer  to  your  question,  except  for  distrost  and  fear  operating  on 
the  mind  of  the  creditor,  he  would,  I  verily  believe,  have  been  perfectly 
satisfied  with  a  certified  check  on  any  respectable  bank. 

METHOD  OF  REDEMPTION. 

Mr.  Oox.  To  summarize  this,  and  put  it  in  a  plain  shape  for  everybody, 
as  to  the  process  of  redemption,  etc.,  we  will  assume  that  a  bank  note 
is  out  in  circulation  and  the  holder  of  it  desires  to  have  it  redeemed. 
He  presents  it  to  the  bank  that  issued  it,  but  he  has  no  authority  to 
demand  the  gold  from  the  bank,  as  I  understand  it. 

Secretary  G^as.  He  has  not,  under  the  law. 

Mr.  Oox.  Would  he  have  under  this  bill,  if  it  becomes  a  law. 

Secretary  Gage.  He  would  not. 

Mr.  Oox.  The  result  of  that  is,  then,  if  he  presented  his  bank  note 
he  could  not  obtain  the  gold  from  the  bank,  but  if  he  presented  the 
greenback  note  to  the  Government  he  could  obtidn  the  goldt 

Secretary  Gaqb.  That  is  correct 

Mr.  Oox.  When  the  bank  note  follows  its  process  along  until  it 
reaches  its  redemption  in  the  Treasury  of  the  United  States,  does  your 
bill  propose  to  redeem  that  bank  note  in  gold  or  other  money  at  the 
option  of  the  holder  of  that  notet 

Secretary  Gaoe.  In  the  case  you  suppose  the  note  is  redeemed  at 
the  counter. 

Mr.  Cox.  Ko;  they  refused  to  redeem  it. 

Secretary  Gage.  You  supposed  he  redeemed  it  in  a  greenback,  and 
he  took  the  greenback  and  went  to  the  Government. 

Mr.  Oox.  He  takes  the  note,  or  a  bundle  of  notes,  to  the  bank,  and 
the  bank  refuses  to  redeem  them  in  gold.  He  still  holds  those  notes. 
Now,  under  your  bill,  is  not  the  process  incorporated  into  this,  that  a 
man  can  have  those  bank  bills  redeemed  by  the  Government t 

Secretary  Gage.  Yes ;  he  could  send  to  the  Gt>vemment  and  get  those 
notes  redeemed. 

Mr.  Oox.  I  so  understood  it  all  the  way  through.  Now,  he  could  take 
the  bank  notes,  the  bank  refusing  to  redeem  them  in  gold,  to  the  Gov- 
ernment— take  the  same  notes  to  the  Government — and  the  Government 
would  be  bound  to  redeem  them  in  gold  if  he  demanded  itt 

Secretary  Gaob.  It  would  be  bound  to  redeem  them  in  greenbacks 
or  gold :  yes.  He  could  take  the  greenbacks  and  turn  around  and  draw 
the  gold,  so  it  would  be  practically  a  redemption  in  gold. 

Mr.  Oox.  In  other  words,  he  could  take  the  notes  of  the  bank  and 
go  to  the  Treasury  of  the  United  States  and  the  Government,  under 
this  bill,  would  be  obliged  to  redeem  those  notes  in  goldt 

Secretary  Gage.  Substantially,  yes. 

Mr.  Oox.  Suppose  he  goes  to  the  bank  with  these  notes,  and  the 
bank  offers  to  redeem  the  same  batch  of  notes  with  silver,  and  the 
holder  of  the  notes  declines  to  take  silver,  and  then  he  presents  them 
to  the  Government  of  the  United  States  for  redemption;  doesn't  the 
same  piooess  folloW|  that  the  Government  would  have  to  redeem  them 
in  gold! 
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Secretary  Oaqb.  Sabstantially,  I  thiDk.  But,  mind  yoa,  the  Gtovern- 
meiit  is  not  redeeming  those  notes  on  its  own  acooant.  The  Govern- 
ment  is  redeeming  them  on  account  of  the  bank. 

Mr.  Cox.  I  understand  that. 

Secretary  Oaoe.  Then  the  bank  wonld  have  to  aocoant  to  the  Ooy- 
emmenty  and  reimburse  it. 

Mr.  Oox.  Certainly,  and  I  take  it  that  the  Government  wonld  demand 
reimbursement  in  thesamekind  of  money  the  Government  had  redeemed 
the  notes  int 

Secretary  Gage.  No,  sir.  If  the  bank  had  satisfied  its  legal  liability 
to  the  Ghdvemment  and  recouped  the  Government  with  any  form  of 
money  tiiat  the  Government  recognized — greenbacks,  Treasury  notes, 
gold,  or  silver — that,  I  think,  would  be  sufficient. 

Mr.  Gox.  Then  the  Government  in  the  first  step  of  redemption 
redeemed  the  kind  of  notes  I  have  spoken  of  in  gold,  and  its  obligation 
is  such  that  you  think  it  necessary  to  maintain  the  parity  to  redeem 
them  in  gold  if  the  holder  desires  gold,  but  when  the  bank  which  has 
got  from  the  Government  the  benefit  of  banking  comes  to  pay  the  Gov- 
ernment the  bank  can  pay  the  Government  off  in  any  kind  of  money  t 

Secretary  Gage.  Whose  fault  is  thatt  That  is  the  situation  the 
Government  is  in,  and  going  deeper  does  not  get  it  out. 

Mr.  Oox.  I  would  redeem  those  notes  in  greenbacks  or  silver  or  gold, 
as  the  Government  pleased. 

Mr.  Johnson  (to  Secretary  Gage).  You  have  possibly  fallen  in  the 
mire  there. 

Secretary  Gage.  Possibly  so.  I  am  a  little  suspicious  of  my  inter- 
pretation of  that. 

Mr.  Johnson.  What  law  is  there  to  require  the  Government  of  the 
United  States  to  redeem  national-bank  notes  in  goldt 

Secretary  Gaoe.  There  is  no  law;  but  we  have  to  redeem  them  in 
lawful  money.  We  have  to  redeem  them  in  something,  and  if  it  were 
so  that  a  holder  of  these  notes  could  go  to  another  window  and  secure 
gold,  it  would  be  substantially  as  Mr.  Oox  says. 

Mr.  Johnson.  Then  they  would  raid  the  Treasury  of  the  United 
States  with  national-bank  notes  instead  of  greenbacks. 

Secretary  Gage.  They  could  raid  it  only  10  per  cent,  or,  in  fact, 
when  they  raided  it  2  per  cent,  the  Government  would  be  after  the 
bank  to  recoup  it  for  what  it  had  done  on  its  account,  and  the  bank 
would  have  to  give  the  Government  something  in  recoupment.  Now, 
the  question  is  raised,  could  not  the  bank  recoup  the  Government  by 
giving  it  its  own  obligations t  I  say  yos,  it  could  if  it  could  get  its 
notes.  If  it  could  not  find  enough  of  the  Government's  obligations, 
including  silver,  for  the  sake  of  argument,  then  it  would  have  to  pro- 
vide gold,  and  I  want  to  put  it  in  a  position  where  logically  it  will  have 
to  ftirnish  the  larger  part  of  it  in  gold. 

Then  there  is  another  proposition  which  I  think  ought  to  be  referred 
to.  Notes  are  not  redeemed  that  way,  except  in  very  rare  instances 
indeed.  The  redemption  of  national-bank  notes  goes  on  through 
well-established  agencies.  They  are  not  redeemed  in  gold;  they  are 
redeemed  in  each  other.  You  are  a  bank  and  I  am  a  bank,  we  will  say. 
I  get  a  thousand  dollars  of  your  notes,  and  I  send  them  to  a  redemp- 
tion agency.  I  think  I  am  going  to  get  some  lawful  money  out  of  that 
transaction,  but  it  has  a  thousand  dollars  of  my  notes  and  gi  \res  them 
to  me  for  the  one  thousand  dollars  of  your  notes  I  sent  to  it.  Bo  these 
notes  cancel  each  other. 
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Mr.  Oox.  Oonsequently  you  get  back  yoar  own  notes  t 

Secretary  Gage.  Yes,  you  get  back  yoar  own  notes,  and  the  oircnla- 
tion  is  redaced  $2,000,  and  there  has  not  been  a  dollar  of  money  used 
at  all.  That  is  the  way  note  redemption  goes  on,  and  not  by  the  other 
process. 

Mr.  Oox.  If  yon  paid  back  one  and  not  the  other,  and  I  sent  in  the 
notes,  that  could  not  avail  unless  yon  had  my  notest 

Secretary  Oage.  l^o;  but  I  would  be  as  apt  to  have  yours  as  you 
would  be  apt  to  have  mine. 

THE  BESEBVE  FUND. 

Mr.  FowLEB.  Under  your  plan,  as  I  understand  it,  the  banks  of  the 
country  could  deposit  your  reserve  fund  in  either  greenbacks,  Treasury 
notes,  or  silver  certificates^  could  they  nott 

Secretary  Oage.  Yes,  sir. 

Mr.  FowLEB.  Would  there  not  be,  under  the  pressure  now  felt  in 
this  country,  a  tendency  on  their  part  to  get  rid  of  the  poorest  of  those 
three  kinds  of  money  and  instinctively  deposit  silver  certificates.  Would 
not  that  be  tbe  tendency  t 

Secretary  Oage.  That  would  be  the  tendency  unless  their  faith  in 
those  notes  is  strengthened.  I  think  this  would  be  apt  to  strengthen 
their  faith  in  that  directiou.  Oonsequently  the  proposition  wUch  I 
make,  and  with  which  I  think  the  other  gentlemen  are  acquainted, 
involves  the  issuing  of  these  silver  certificates  in  denominations  of  less 
than  $10,  which  would  tie  up  in  the  absolutely  necessary  circulation  of 
the  country  in  the  hands  of  the  people  the  larger  part  of  the  silver 
money,  and  take  away  the  power  of  the  banks  to  do  the  thing  yon  g 
contemplate.  | 

Mr.  FowLEB.  Let  us  assume,  however,  in  going  through  this,  that  the  I 
banks  would  tend  to  pay  into  your  reserve  any  legal-tender  money,  say 
in  silver  certificates.  The  result,  then,  is  that  there  would  be  outstand- 
ing, mathematically,  $346,000,000  of  greenbacks,  $115,000,000  of  Treas- 
ury notes,  approximately;  and  you  have  left  $136,000,000  of  silver 
certificates  in  the  place  of  the  $200,000,000  of  silver  certificates  which 
have  been  deposited  by  the  banks  and  are  not  a  legal  tender  and  can 
not  draw  gold;  and  in  place  of  that  you  would  have  $200,000,000  of 
national-bank  notes,  would  you  nott 

Secretary  Gage.  Outstandingt    On  your  hypothesis;  yes,  sir. 

Mr.  Fowler.  Very  well,  then.  Now,  is  it  not  true,  as  has  been 
demonstrated  by  the  inquiries  of  Mr.  Cox,  that  whenever  a  man  went 
to  the  United  States  Treasury  for  his  redemption,  he  would  get  either 
gold  or  a  substitute  for  goldt    That  is  true,  is  it  nott 

Secretary  Gage.  Yes,  sir;  that  is  a  fair  statement. 

Mr.  FoWLEB.  Then,  is  it  not  true  that,  instead  of  having  as  now 
$346,000,000  in  greenbacks  and  $115,000,000  of  Treasury  notes,  which 
are  the  abstractors  of  gold,  you  would  add  to  $346,000,000  and  that 
$115,000,000  and  the  $230,000,000  of  present  national-bank  notes 
$200,000,000  more  of  successful  abstractors  of  gold  from  the  ITnit^ 
States  Treasury! 

Secretary  Gage.  Is  that  your  question  t 

Mr.  Fowler.  Yes,  sir. 

Secretary  Gage.  I  think  not;  and  I  will  tell  you  why.  If  you  will 
examine  the  amount  of  silver  and  silver  certificates  that  the  banks  ot 
the  United  States  have  on  hand — I  have  not  the  figures  here,  but  they 
are  somewhere  in  the  Comptroller's  reports — ^you  will  find  they  have 
not  over  $50,000,000. 
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Mr.  Oox.  The  banks  only  hold  about  $50,000,000  of  silver. 

Secretary  Gage.  If  they  deposit  this  currency  and  it  comes  into  the 
redemption  division,  under  the  provisions  of  this  act  the  Secretary  has 
the  right  to  exchange  any  of  the  notes  in  this  issue  and  redemption 
division  with  the  funds  of  the  other  department,  and,  assuming  now 
that  $50,000,000  or  $100,000,000  of  silver  certificates  came  originally 
into  the  issue  and  redemption  division,  as  you  were  talking  about,  by 
so  much  that  kind  of  money  would  become  scarce  in  the  community. 
The  current  revenue  receipts  of  the  Oovernment  are  going  on  at  the  rate 
of  a  million  and  a  quarter  of  dollars  a  day  in  some  money,  and  so  much 
Jess  would  the  receipts  be  in  silver  certificates.  They  would  be  in  some 
other  form  of  money,  and  the  Secretary  of  the  Treasury  would  make 
exchanges.  He  would  go  over  into  the  other  department  and  take  back 
the  kind  of  money  we  contemplate  getting,  the  current  expenses  would 
be  paid  out  in  that  form  of  money,  thus  transferred  to  the  general  fund, 
and  we  would  again  put  that  money  into  circulation. 

It  is  easy  to  conjure  up  difficulties  and  get  confused  with  details,  and 
it  is  very  hard  to  meet  every  hypothetical  suggestion  about  some  details, 
whether  it  is  about  traveling  or  making  brc^  or  something  else. 

POSSIBILITIES  OF  THE  PBOPOSEB  LEGISLATION  IN  A  OBISIS. 

Mr.  FowLEB.  I  am  not  dealing  with  hypothetical  questions,  but  a 
sad  experience  which  we  have  had  in  the  last  three  years.  Let  us  go 
a  step  further.  If  it  is  true  that  you  have  added  to  the  abstractors 
$2CM),000,000  of  that  money,  which  to-day  makes  drafts  upon  the  Gk>v- 
ernment  for  gold,  what  defense  has  the  Government  against  that  draftt 
Toa  have  stated  that  whenever  the  Oovernment  attempts  to  recoup  for 
that  gold  which  it  has  paid  out,  the  bank  to  which  it  sends  its  notes 
can  then  pay  the  Government  in  lawful  money  t 
Secretary  Gage.  If  it  has  it. 

Mr.  FowLEB.  Would  it  not  be  the  most  natural  thing  in  the  world 
for  the  banker — and  I  am  asking  you  as  a  banker — ^to  send  in  silver. 
Treasury  notes,  or  certificates  rather  than  to  send  in  goldt 

Secretary  Gage.  It  would  depend,  as  I  have  said,  upon  two  consid- 
erations— ^what  relative  supply  he  had  of  each  and  what  respect  he 
had  for  them,  that  is,  his  confidence  in  them.  If  he  thought  the  gold 
was  safer  and  better  for  him  to  have  he  would  send  the  other  if  he  had  it. 
Mr.  FowLEB.  That  is  the  point  exactly.  Now,  is  it  not  a  fact  that 
we  are  drafting  a  bill,  not  to  cover  normal  conditions,  but  to  ^cover 
crises,  and  is  it  not  true  that  whenever  a  crisis  is  on,  such  a  crisis  as 
we  had  in  1893,  practically  no  money  at  all  passes  between  people :  and 
if  it  were  thought  that  there  is  a  chance  of  the  Government  not  oeing 
able  to  redeem  its  obligations,  would  not  everybody  press  the  Treasury 
for  gold,  and  if  it  is  true,  is  it  not  true  also  that  every  bank  would 
reserve  its  gold  and  pay  out  the  paper  money  t 

Secretary  Gage.  In  such  condition  of  distrust  of  the  standard,  yes, 
sir. 

Mr.  FowLBB.  Then  there  is  no  way  in  this  system  whereby  the  (Gov- 
ernment in  a  crisis  can  recoup  one  dollar  of  gold  for  all  the  gold  paid 
oulL  is  there  t 

Secretary  Gage.  I  do  not  see  why  there  is  not.  They  have  to  take 
the  reimbursement  in  their  own  debt  or  gold — one  or  the  other. 

Mr.  FowLEB.  But  the  outstanding  debts  might  amount  to 
$500,000,000.  So  the  time  they  could  actually  get  gold  would  be  after 
th^  had  impounded  $500,000,000  of  their  own  money  into  the  United 
BU^es  Treasury,  and  then  we  would  do  just  what  Mr.  Oleveland  did— 
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continne  to  impound,  drawing  it  iirom  the  salvias  of  trade  so  as  to  pre. 
vent  anybody  getting  it,  and  of  coarse  it  might  not  reach  $500,000,(MX), 
but  it  might  reach  $250,000,000  or  $300,000,000  if  the  panic  was  acute 
enough. 

Secretary  Ga.ge.  I  do  not  know  how  to  avoid  the  risk  of  the  Govern- 
ment's responsibility  except  to  cancel  its  debts  and  not  owe  anything. 
Then  there  would  not  be  any  trouble  of  the  kind  you  suggest. 

Mr.  Mitchell.  I  would  like  to  make  one  suggestion,  with  the  per- 
mission of  the  chairman,  as  to  the  method  of  procedure  in  this  matter. 
We  are  here,  I  belieye,  to  discuss  this  particular  measure,  this  par- 
ticular bill,  and  it  seems  to  me  that  we  should  keep  the  discussion 
down  to  the  sections  of  the  bill  as  they  are  read. 

The  Ohairman.  The  chair  does  not  desire  to  curtail  what  any  mem- 
ber may  desire  to  say,  but  owing  to  the  lack  of  time  I  think  it  would 
be  well  to  go  through  the  bill  first,  confine  our  remarks  to  the  sections 
as  we  take  them  up,  and  make  the  questions  as  brief  as  possible* 

ten  per  cent  rebemption  fund. 
If  there  is  no  further  discussion  on  section  7, 1  will  read  section  8: 

Sbc.  8.  That  each  national  banking  aesooiation  shall  deposit  and  maintain  in  the 
Treaaory  of  the  United  States  a  sum  of  lawful  money  equal  to  ten  per  centnm  of  its 
aggregate  circulation^  said  sum  to  be  in  lieu  of  the  nve  per  centnm  redemption  fund 
now  required  by  section  three  of  the  act  approved  June  twentieth,  eighteen  hun- 
dred and  seventy-four,  to  be  maintained,  ana  to  be  subject  to  all  the  provisions  of 
existing  law  respecting  said  redemption  fund  not  inconsistent  with  tne  provisions 
of  this  act;  ana  in  consideration  of  the  deposits  of  bonds,  United  States  notes, 
Treasury  notes  of  eighteen  hundred  and  ninety,  and  silver  certificates,  and  the  tax 
of  two  per  centum  on  the  unsecured  circulating  notes  of  national  banking  associa- 
tions, and  of  the  deposit  of  lawful  money  provided  in  this  section,  the  faith  of  the 
United  States  is  berebv  pledged  to  the  redemption  in  lawfhl  money  of  the  United 
states  of  all  the  oirculating  notes  of  said  national  banking  associations. 

Secretary  Gage.  The  only  question  would  be  as  to  whether  the  per- 
centage should  be  10  or  5  per  cent. 

Mr.  Hill.  That  is  the  question  I  wanted  to  ask.  Why  do  you  make 
it  10  per  cent  instead  of  5  per  cent,  as  now! 

Secretary  Oage.  We  find  that  5  per  cent  is  not  quite  adequate.  We 
find  that  practically  we  do  not  have  5  per  cent  on  hand  all  the  time; 
that  owing  to  some  of  it  being  in  transit  back  to  the  banks,  the  aver- 
age is  perhaps  only  3^  per  cent  instead  of  5  per  cent  actually  in  the 
hands  of  the  Government.  Ten  per  cent  is  a  stronger  and  better  pro- 
tection. That  is  one  reason.  Then,  another  reason  is  that  it  would  by 
so  much  absorb  into  the  hands  of  the  Government  its  own  obligations. 
It  increases  that  sum  from  the  present  fund  of  $10,000,000  to  the  sum 
of  $50,000,000,  if  it  were  possible  to  take  out  $500,000,000  of  circulation, 
as  we  have  theorized  might  be  the  case. 

Mr.  Hill.  Under  the  extreme  conditions  of  the  bill  four-fifths  of 
that  circulation  would  be  secured  by  bonds  t 

Secretary  Gage.  Yes,  sir. 

Mr.  Hill.  The  Gbverument  would  hold  that  secured.  It  is  not 
needed  to  have  10  per  cent  security  as  a  matter  of  secudty  of  Govern- 
ment, is  itt 

Secretary  Gage.  It  might  be. 

Mr.  Hill.  Under  what  conditions  could  it  possibly  be  that  the  OtoV' 
emment  would  require  an  additionid  10  per  cent  over  the  fuU  face 
value  of  their  bonds. 
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Secretary  Gage.  The  bonds  might  decline  in  yalne.  The  additional 
10  per  cent  might  be  largely  in  transit. 

Mr.  Hnx.  Does  not  the  Oovemment  have  the  power  to  reduce  that 
security,  if  the  bonds  should  fall,  or  call  for  that  additional  reserve  t 

Becietary  Gage.  Yes,  sir. 

Mr.  Hill.  This  is  a  part  of  the  deposit  as  it  stands  now,  is  it  nott 
]     It  is  counted  as  part  of  the  15  x>er  cent  reserve  against  deposits t 
'        Secretary  Gage.  I  do  not  know  that  I  rememl^r  about  that. 

Mr.  Hill.  If  you  take  10  of  the  15  per  cent,  you  lock  it  up  from  the 
banks  and  take  away  from  the  security  the  depositors  have.  Does  not 
that  weaken  the  banks  just  so  mucht 

Secretary  Gage.  It  does  not  operate  against  the  depositor. 

Mr.  Hill.  It  is  a  part  of  the  deposit  reserve,  is  it  nott 

Secretary  Gage.  In  the  figures  of  the  bank,  yes;  but  as  all  the 
assets  of  the  bank  are  liable  for  the  redemption  of  this  25  per  cent,  this 
10  i>er  cent  in  the  hands  of  the  Government  would  be  available;  by 
so  much,  in  the  other  aspect,  it  would  release  tiiie  Government.  So  it 
18  as  briMMl  as  it  is  long. 

Mr.  Hill.  That  is  a  feature  I  am  personally  objecting  to.  In  the 
first  place,  the  Government  is  secured  by  the  bonds  on  four-fifths  of 
the  notes.  It  seems  to  me  that  if  the  5  per  cent  reserve  was  left,  as  it 
is  now,  against  the  secured  notes  and  the  10  per  cent  held  against  the 
credit  notes  it  would  be  so  much  the  better. 

Secretary  Gage.  I  thought  of  that  proposition,  but  it  is  a  little  hard 
to  keep  books  on  that  subject,  and  after  thinking  about  it  I  thought  the 
banks  could  afford  to  put  up  10  per  cent.  The  conditions  are  easier  to 
them  now  than  they  have  been,  both  in  the  matter  of  tax  and  in  the 
'  matter  of  margin.  Now,  when  a  bank  takes  circulation,  we  tie  up  for 
it  14  per  cent  premium  and  10  per  cent  margin  on  bonds,  which  makes 
24  per  cent;  5  per  cent  redemption  fund,  29  per  cent.  We  propose  to 
allow  them  under  this  provision  to  issue  circulation  to  par  of  the  bonds, 
which  does  away  with  the  10  per  cent  margin  now  required.  We  give 
them  a  class  of  bonds  that  will  not  go  to  a  very  large  premium — ^they 
win  probably  go  to  a  premium  of  not  more  than  3,  or  4,  or  5  per  cent--- 
and  they  can  better  afford  to  put  up  the  10  per  cent  under  such  conditions 
than  5  i)er  cent  under  the  present  conditions.  After  looking  it  over 
and  thinking  about  it  I  came  to  the  opinion — although  I  will  yield  to 
the  judgment  of  others — ^that  we  had  better  hold  them  up  to  10  per 
eentb    We  can  make  it  easier  later  if  it  be  desired. 

Mr.  Hill.  I  think  this  would  antagonize  the  bill  in  the  minds  of  a 
good  many  people.  Take  banks  outside  the  reserve  cities  which  are 
required  to  put  up  15  per  cent.  Two- fifths  of  that  reserve  is  kept  with 
the  reserve  banks  as  a  rule,  because  they  draw  interest  on  it.  Three- 
fifths  is  supiK>sed  to  be  kept  in  the  banks;  but  against  the  three-fifths 
this  10  per  cent  is  counted  a  part  and  held  by  the  United  States  Govern- 
ment. So  it  takes  out  from  the  actual  strength  of  the  banks  just  so 
much  as  you  increase  the  old  reserve  of  5  per  cent.    Is  not  that  truet 

Secretary  Gage.  Yes,  sir;  and  because  it  is  true  I  would  be  in  favor 
of  excluding  them  from  counting  in  this  10  per  cent. 

Mr.  Hill.  It  would  seem  to  me  that  that  would  weaken  it. 

Secretary  Gage.  It  would  weaken  the  actual  cash  on  hand,  yes,  sir. 

Ubr.  Hill,  Do  you  think  it  would  be  wise  not  to  have  this  counted 
as  a  reserve  against  deposits  t 

Secretary  Gage.  I  think  it  would  be  an  improvement. 

lb.  Hill  Leaving  the  question  of  reserve  against  depr^ts  out  of 
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ooasideration,  would  it  not  be  better  to  have  the  10  per  cent  only  against 
the  credit  notes  f  As  a  matter  of  fact,  does  it  make  any  difference  to 
the  Government  at  all  on  the  secured  notes  whether  they  have  any 
reserve  or  not,  except  as  a  question  of  interestt 

Secretary  Gage.  I  think  that  suggestion  is  well  worth  considering. 
I  would  like  to  give  it  a  little  more  thought,  rather  than  answer  now. 

Mr.  Hill.  I  wish  you  would,  because  I  think  that  is  the  serious 
objection  in  the  minds  of  a  great  many  people.  « 

Mr.  McGleary.  I  would  like  to  inquire  the  purpose  of  the  last  few 
lines  of  that  section — ^the  words  *<the  faith  of  the  United  States  is 
hereby  pledged." 

Secretary  Gage.  That  is  to  make  it  plain  and  ezplidt^to  make 
plain  what  is  now  in  the  law.    That  is  all. 

Mr.  MoOleaby.  It  is,  in  fact,  the  practice  nowt 

Secretary  Gage.  Yes,  sir. 

Mr.  MoOlsary.  And  this  makes  it  explicit! 

Secretary  Gage.  That  is  all. 

Mr.  Gox.  From  the  question  suggested  a  moment  ago,  under  the  proc- 
ess proposed  by  you  how  much  would  be  deposited  and  held  back  by 
the  banks  at  different  places  as  reserves,  taxes,  and  safety  fund;  wliat 
would  be  the  amount  of  that  fund! 

Secretary  Gage.  The  fund  the  Government  would  have  on  handt 

Mr.  Oox.  The  whole  of  the  expense  attached  to  the  circulation  of  the 
banks  taken  out  under  your  law.  There  is  10  per  cent,  and  then  there  is 
the  tax  on  circulation 

Secretary  Gage.  Of  2  per  cent. 

Mr.  Gox.  Yes^  sir.  Please  aggregate  that.  I  want  to  get  a  state- 
ment of  what  IS  the  actual  cost,  the  rate  per  cent  of  cost  to  the 
bank,  on  circulation.  In  other  words,  how  many  cents  on  the  dollar, 
deducting  these  expenses  in  circulation,  would  the  bank  get  for  its 
own  use! 

Secretary  Gage.  If  I  understand  your  question,  Mr.  Oox,  they  would 
get  back  90  per  cent  in  their  own  notes — the  privilege  of  using  90  per 
cent  of  their  own  notes.  The  2  per  cent  tax  they  would  probably  pay 
out  of  money  that  those  notes  would  earn,  or  else  they  would  not  use 
them.  So,  if  I  understand  your  question,  the  banks  would  realize  90 
per  cent. 

Mr.  Oox.  On  that  there  would  be  the  2  per  cent  tax,  according  to  the 
amount  of  average  circulation  they  took  out.  They  have  then  the  90 
cents  on  the  dollar,  we  will  call  it,  for  the  present,  for  bank  purposes, 
and  the  bond  is  reduced  in  its  value  by  reducing  premium  t 

Secretary  Gage.  Yes,  sir. 

PROFIT  ON  CIROULATION. 

Mr.  Johnson.  The  question  in  my  mind  is  whether  or  not  under  the 
provisions  of  your  bill  as  it  is  now  drawn  there  is  sufficient  profit  in 
circulation  to  induce  banks  to  take  out  circulation.  You  reduce  the 
tax  on  circulation  and  allow  them  to  issue  the  par  value  of  bonds. 
That  gives  them  advantage  over  the  present  system;  and  then,  it 
seems  to  me,  you  counteract  that,  for  you  require  a  contribution  to  the 
safety  fund,  and  you  also  increase  the  amount  of  deposit  in  the  redemp- 
tion funds.  Have  you  made  any  calculation  to  ascertain  what  the  effect 
of  that  would  bet 

Secretary  Gage.  Ko,  sir;  I  have  not,  Mr.  Johnson  $  but  do  not  for- 
get this— that  if  it  does  not  work  up  to  $200,000,000  we  do  not  take  in 
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« 

$200,000,000  in  notes.  If  it  only  operates  to  the  extent  of  1 100,000,000, 
we  only  take  in  $100,000,000.  We  go  as  far  over  this  road  aa  the  banks 
will  go.    My  opinion  is  that  they  will  go  the  fnll  $200,000,000. 

Mr.  Johnson.  Then,  do  you  think  the  profit  in  circulation  will  be 
sufficient  t 

Secretary  Oaoe.  Yes,  sir. 

Mr.  Johnson.  Do  you  think  the  profit  in  circnlation  is  increased  in 
your  bill  over  what  it  is  in  existing  lawt 

Secretary  Gage.  Yery  much.  The  profit  is  not  very  great  under  my 
biU.  but  it  is  next  to  nothing  at  present. 

The  Ohairman.  Will  yon  be  so  kind,  Mr.  Secretary,  if  you  can  do 
80,  as  to  have  the  Actuary  of  the  Treasury  figure  out  the  profit  under 
this  bill  on  circulation,  under  difi<Brent  interest  rates  up  to  10  per  centt 

Secretary  Oaob.  I  will  be  glad  to  have  him  make  that  calculation. 

PBOVTDINa  A  use  FOB  SILVEB. 

The  Ghaibman.  The  ninth  section  of  the  bill  is  as  follows : 

Sbc.  9.  That  the  GomptroUer  of  the  Carrency  shaU  not  issue  to  any  national 
TwDking  association,  on  and  after  the  date  when  this  act  shall  take  effect,  any  of  the 
oircalating  notes  of  such  association  of  less  denomination  than  ten  dollars;  and 
wheneyer  any  cironlating  notes  of  less  denomination  than  ten  dollars  shall  be 
redeemed  or  received  into  the  Treasury  of  the  United  States,  they  shall  be  canceled 
and  destroyed  and  other  notes  of  lawfiu  denominations  shall  be  issued  in  their  place. 

Mr.  Gox.  That  is,  working  on  the  ones,  and  twos,  and  fives.  That  is 
the  object  of  the  section  t 

Secretary  Gaqe.  Yes,  sir. 

Mr.  Gox.  As  these  ones,  twos,  and  fives  come  into  the  Treasury,  and 
the  intention  is  to  never  reissue  them,  what  is  the  objection  to  payini; 
those  notes  or  issuing  in  their  place  the  silver  coin  t  Why  not  pay  thatt 
The  object  of  that  $10  clause,  or  one  of  the  main  objects,  is  to  make  a 
place  for  the  use  of  silver.  That  is  admitted  as  a  fact.  Now,  then, 
when  the  ones,  twos,  and  fives  come  in,  would  it  not  be  better  to  sup- 
ply their  place  with  silver  instead  of  supplying  their  place  with  910 
notes  t 

Secretary  Oaoe.  I  would  agree  with  you  except  for  two  reasons. 
One  is  the  perversity  of  human  nature.  We  are  spending  $70,000  a 
year  now  to  induce  people  to  take  silver  dollars.  We  are  paying  express 
charges  in  sending  these  silver  dollars  all  over  the  United  States.  I 
quite  agree  with  you,  but  you  must  have  in  mind  the  other  person  whom 
you  desire  should  take  these  silver  dollars.  Then,  there  is  another 
trouble.  I  believe  we  are  going  to  be  exposed  to  the  counterfeiting  of 
silver  by  illicit  coinage.    That  will  be  a  menace. 

Mr.  Cox.  Then,  there  are  two  points;  that  the  people  do  not  want 
the  silver;  and,  secondly,  that  if  you  do  have  the  silver  it  is  subject  to 
ooanterfeiting.  You  retire  the  ones,  two,  and  fives.  What  is  going  to 
supply  the  place  of  exchange  in  everyday  transactions  where  money 
is  used,  not  checks,  if  you  draw  in  the  ones,  twos,  and  fives,  and  sup- 
ply their  places  with  tens!    What  are  you  going  to  uset 

Secretary  Oaoe.  You  do  not  supply  their  place  with  tens;  we  issue 
Government  notes 

Mr.  Oox.  Are  these  ones,  twos,  and  fives  in  Treasury  notes  now  to  a 
certain  extent  t 

Secretary  Oaqe.  Yes,  sir;  they  are  to  a  certain  extent.  There  are 
now  $75,000,000  in  national-bank  notes  under  $10  in  denomination. 

Mr.  Oox.  There  is  no  necessity  of  substituting  new  ones  in  place  of 
thenu    They  answer  eveiy  purpose  that  your  new  notes  would  answer. 
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Secretary  Gage.  But  I  propose  to  monopolize  for  the  Gtovermnent 
tbe  advantage  of  the  circulating  medium  that  comes  in  the  way  of 
notes  under  $10. 

Mr.  McOleary.  I  suggest  that  you  read  the  last  line  of  this  section. 

Mr.  Oox.  I  am  sure  we  have  not  our  minds  in  the  same  channel. 
That  section  provides  that  when  ^<  circulating  notes  of  less  denomina- 
tion than  $10  shall  be  redeemed  or  receiv^  in  the  Treasury  of  the 
United  States  they  shall  be  cancelled  and  destroyed.'' 

Mr.  Johnson.  What  notes  t 

Secretary  Gage.  National-bank  notes. 

Mr.  Johnson.  Now,  if  the  Secretary  will  kindly  explain  what  is 
meant  by  the  words  ^^  circulating  notes  and  other  notes  of  lawAil  denomi- 
nation" it  will  make  it  very  plain. 

Secretary  Gage.  I  mean  legal-tender  notes,  Treasury  notes,  or  (Gov- 
ernment certificates 

Mr.  Johnson.  That  is  it. 

Secretary  Gage  (continuing).  That  the  Government  issues. 

Mr.  Nbwlands.  Would  it  not  be  well  to  put  in  there  "other  United 
States  notes  of  lawful  denomination ''t 

Mr.  Gox.  With  that  language  I  would  understand  it. 

Secretary  Gage.  We  can  easily  reform  the  language.  It  is  quite 
likely  that  your  criticism  is  a  good  one. 

Mr.  Oox  (reading).  "And  whenever  any  circulating  notes  of  less 
denomination  than  ten  dollars  shall  be  redeemed  or  received  in  the 
Treasury  of  the  United  States,  they  shall  be  canceled  and  destroyed, 
and  other  notes  of  lawful  denomination  shall  be  issued  in  their  places." 

Secretary  Gage.  That  relates  purely  to  national-bank  notes.  When 
national-bank  notes  come  in  for  redemption,  we  do  redeem  them,  and 
if  they  make  it  good  we  give  them  back  their  notes.  We  send  them 
new  notes.  But  this  clause  provides  that  all  notes  under  $10  shall  be 
destroyed,  and  larger  ones  than  fives  substituted  in  their  place. 

Mr.  Mitchell.  In  the  eighth  section  I  see  that "  the  faith  of  the 
United  States  is  hereby  pledged  to  the  redemption  in  lawful  money," 
etc.  Before  that  you  cite  a  number  of  considerations  for  which  the 
CEiith  of  the  United  States  is  pledged.  Ought  not  that  to  include  the 
payment  of  the  tax  of  one-half  of  1  per  cent  provided  for  in  section  11^ 
in  the  fourth  linet 

Secretary  Gage.  We  will  take  that  under  advisement  and  consider 
it,  but  let  it  pass  now. 

REDEMPTION  AT  SUBTBEASUBIES. 

The  Ghaibman.  Section  10  of  the  bill  is  as  follows: 

Sbo.  10.  That  on  and  after  the  date  when  this  act  shall  take  effect  the  olronlating 
notes  of  the  national  banking  associations  shall  be  redeemed  at  the  office  of  the 
United  States  assistant  treasurer  in  the  city  of  New  York,  and  at  snch  other  sab- 
tareasnry  offices  as  may  be  designated  by  the  Comptroller  of  the  Currency,  with  the 
approval  of  the  Secretaiy  of  the  Treasury:  and  the  circulating  notes  of  each 
national  banking  association  so  redeemed  snail  be  charged  to  the  ten  per  centum 
redemption  fund  of  such  association,  under  such  regulations  as  may  be  prescribed 
by  the  Comptroller  of  the  Currency,  with  the  approval  of  the  Secretary  of  the 
Treasury. 

Mr.  Oox.  I  want  to  say  one  word  on  this  section.  I  read  the  words 
from  the  bill,  <<  shall  be  redeemed  at  the  office  of  the  United  States 
assistant  treasurer  in  the  city  of  New  York,  and  at  such  other  sub- 
treasury  offices  as  may  be  designated  by  the  Comptroller  of  the  Oor- 
rencyi  with  the  approval  of  the  Secretary  of  the  Treasury.'^ 
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Under  the  questions  propounded  heretofore  and  the  answers,  we 
arrived  at  the  eondasion  that  the  holder  of  these  notes  conld  demand 
the  gold  for  their  redemption.  J^ow,  why  not  say  that  we  should  amend 
this  BO  that  they  shall  be  redeemed  in  any  lawftil  money  of  the  United 
States,  at  the  option  of  the  Governmentt 

Secretary  Oage.  In  answer  to  your  proposition,  I  said  <<  substan- 
^  tially."  Technically,  you  are  not  right.  They  could  not  demand  the 
gold  of  the  Government.  They  could  demand  lawful  money,  and  with 
the  lawful  money  they  could  demand  gold. 

Mr.  Cox.  Well,  we  passed  over  that,  you  know. 

Secretary  Gage.  I  think  the  less  discretionary  power  you  give  in  the 
law  to  executive  officers  the  better,  because  sometimes  they  may  be 
indiscreet  and  do  foolish  things. 

Mr.  Cox.  Tour  answer,  I  understand,  to  my  question,  "Why  not 
amend  this  section  of  the  bill  and  put  the  discretion  in  the  Govern- 
ment to  use  any  of  its  lawful  money  in  redeeming  bank  notes  t" — I 
speak  of  nothing  else — ^is  that  that  discretionary  power  might  be  abused 
by  the  officer  t 

Secretary  Gage.  He  has  that  discretion  now,  Mr.  Oox.  I  said  a 
moment  ago  that  you  could  not  oblige  him  to  redeem  in  gold.  He  has 
the  discretion  to  redeem  in  greenbacks.  Treasury  notes,  or  ulver.  He 
has  that  discretion  now. 

Mr.  Gox.  Is  it  abused  t 

Secretary  Gage.  No. 

Mr.  Cox.  Then  the  other  answer,  that  it  might  be  abused,  is  not  the 
proper  onet 

Secretary  Gage.  Perhaps  not. 

Mr.  Mitchell.  Because  it  has  not  been  abused  in  the  past  is  no 
reason  why  it  will  not  be  abased  in  the  future t 

Secretary  Gage.  It  might  not  be,  but  I  would  not  emphasize  that 
last  answer  of  mine  as  of  much  value. 

The  Ghaibman.  The  eleventh  section  of  the  bill  is  as  follows : 

Sec.  11.  That  hi  liea  of  all  ezistiDg  taxes  every  national  banking  assooiation  issu- 
ing  notes  shall  pay  to  the  Treasurer  of  the  United  States,  in  the  months  of  January 
and  July  of  each  yeai\  a  tax  of  one-fourth  of  one  per  centum  for  each  half  year  apon 
the  average  amount  of  its  notes  in  circulation :  Provided,  however,  That  during  aU  the 
period  of  time  intervening  between  the  deposit  of  United  States  notes,  'Aeasury 
noteft,  and  silver  certificates  and  the  substitution  of  bonds  by  Uie  Secretary  of  the 
Treasnry,  as  in  this  act  provided,  the  circulating  notes  specifically  issued  therefor 
and  secured  by  said  United  States  notes,  Treasnry  notes,  or  silver  certificates  shall 
be  exempt  from  taxation  under  the  provisions  of  this  act. 

Secretary  OAas.  That  is  simply  the  brief  interim.  Banks  have  no 
interest  in  that  interim. 

Mr.  MiTOHELL.  Eeferring  to  the  first  line,  I  would  make  one  sugges- 
tion with  reference  to  the  use  of  the  word  <<  existing.''  I  would  suggest 
to  striking  out  the  word  ^<  existing"  and  insert  ^4n  force  previous  to 
fhis  bill  beicoming  a  law." 

The  Chaibhaiy.  The  Ohair  would  suggest  that  such  deta  ds  can  be 
gone  over  hereafter  with  the  Secretary  of  the  Department  and  arranged 
ntisfiu^rily. 

TAX  ON  CIBOULATION. 

Mr.  Hnx.  What  is  the  purpose  of  a  tax,  Mr.  Secretary! 
Secretary  Gagb.  To  get  money. 
Mr.  Hill.  To  raise  revenue  for  the  Oovemmentt 
Secretary  Oaob.  Yes,  sir. 
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Mr.  Hnji,  Not  to  pay  the  expenses  of  maintaining  a  system! 

Secretary  Gagb.  Perhaps  both. 

Mr.  Hill.  Is  it  fair  that  the  banks  which  do  not  take  ont  circnlatioii 
shoidd  have  to  pay  their  share  of  the  expenses  of  taking  ont  circnlation  t 

Secretary  Oage,  They  do  not  have  the  benefit  of  it,  and  I  do  not  see 
why  they  should  pay. 

Mr.  Hill.  They  have  the  benefit  of  the  national-bank  law^  do  they 
nott 

Secretary  Gage.  Whether  all  national  banks,  in  view  of  privileges 
they  enjoy,  shonld  pay  some  tax  is  a  debatable  question.  I  am  inclined 
to  think  they  should,  but  that  they  should  pay  a  tax  on  circulation 
when  they  do  not  avail  themselves  of  the  privilege  of  circulation  I  do 
not  think  is  right. 

Mr.  Hill.  I  do  not,  either.  The  point  is,  it  was  unjust  to  the  country 
banks  and  the  banks  in  agricultural  communities  and  smaller  cities 
when  the  tax  was  taken  off  deposits  and  left  on  circulation,  and  in 
making  a  new  revision  of  the  banking  system  would  it  not  be  wise  to 
provide  that  the  cost  of  the  maintenance  of  the  system  and  the  revenue 
to  the  Government  should  be  equitably  distributed  on  capital  and 
surplus  rather  on  circulation  alone,  when  the  country  banks  that  I 
have  spoken  of  do  not  avail  themselves  of  this  circalation  privilege t 

Secretary  Gage.  I  think  they  who  use  and  enjoy  the  privilege  should 
pay  for  it. 

Mr.  Hill.  But  under  the  present  circumstances  the  large  banks  are 
paying  nothing  for  the  privileges  they  enjoy. 

Secretary  Gage.  Then  fix  a  tax  on  them  for  the  privilege  they  do 
enjoy. 

Mr.  Hill.  That  is  what  I  think  should  be  done. 

Secretary  Gage.  I  think  the  banks  would  all  be  willing  to  pay  a  rea 
sonable  tax. 

organizing  banks  in  small  towns. 
The  Chairman.  Section  12  of  the  bill  is  as  follows: 

Sbo.  12.  That  section  fifty-one  hundred  and  thirty-eight  of  the  Revised  Statutes 
shall  be  amended  to  read  as  follows : 

''No  association  shall  be  organized  with  a  less  capital  than  one  hundred  thousand 
doUars.  except  that  banks  witn  a  capital  of  not  less  than  fifty  thousand  dollars  may, 
with  tne  approval  of  the  Secretary  of  the  Treasury,  be  organized  in  any  place  the 
population  of  which  does  not  exceed  six  thoasand  inhabitants;  and  except  that 
banks  with  a  capital  of  not  less  than  tweuty-five  thousand  dollars  may,  with  the 
approval  of  the  Secretary  of  the  Treasury,  be  organized  in  any  place  the  population 
of  which  does  not  exceed  two  thousand  inhabitants.  No  association  shall  be  organ- 
ized in  a  city,  the  population  of  which  exceeds  fifty  thousand  persons,  with  a  leM 
capital  th^n  two  hunared  thousand  dollars.'^ 

Mr.  MoOleaby.  Wonld  the  Secretary  be  willing  to  change  that  word 
<'six,"  in  line  7  of  section  12,  to  the  word  **  fifteen  j"  and  the  word  "  two," 
on  the  following  page,  to  the  word  <^five,"  so  as  to  make  it  to  apply  to 
cities  nnder  15,000  in  one  case  and  nnder  5,000  in  the  other  case! 

Secretary  Oage.  I  wonld  like  to  take  np  the  question  that  the  gen- 
tleman suggests  and  discuss  it  with  him,  but  I  would  not  like  to  change 
it  without  some  convinciDg  argument  on  his  part  that  it  should  be 
changed. 

Mr.  MoOlbaby.  I  live  in  a  city  of  12,000  people.  We  have  three 
banks,  and  the  president  of  one  of  those  banks  asked  me  specifically,  in 
case  this  question  came  np,  to  endeavor  to  secure  the  change  that  I 
have  suggested.    They  find  that  they  do  not  need  so  much  circulation| 
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and  tbey  would  like  to  organize  with  a  capital  of  $50,000  instead  of 
$100,000.     Heuce  my  qnestiou. 

Secretary  Gage.  I  would  like  to  talk  that  over  with  you,  but  I  would 
not  like  to  pass  on  it  now. 

AN   "ENDLESS  CHAIN"  OP  NATIONAL-BANK  NOTES. 

Mr.  Johnson.  One  provision  in  this  bill  is  not  clear  to  me.  An 
answer  was  made  by  tha  Secretary  in  regard  to  it  that  I  did  not 
exactly  compreheud.  It  seems  to  me  that,  in  endeavoring  to  avoid  an 
endless  chain  on  the  Treasury  in  the  form  of  United  States  notes, 
owing  to  the  construction  which  the  Secretary  has  placed  upon  his  own 
bill  it  opens  the  Treasury  to  an  endless  chain  in  the  shape  of  these 
national-bank  notes.  Kow,  the  ex])lanation  that  the  Secretary  gave 
did  not  seem  to  me  to  answer  entirely  that  objection. 

Secretary  Ga.ge.  I  think  we  are  liable  to  become  confused  on  that 
X>oint.  I  see  very  clearly  that  it  looks  like  confusion,  but  I  tbink  if  we 
keep  in  mind  this  one  principle — that  the  Oovernment  of  the  United 
States  is  not  going  to  redeem  the  debts  of  any  merchant,  national  bank, 
corporation,  or  person,  nor  any  debts  except  its  own,  and  that  tbe  less 
tbe  Oovernment  owes  the  less  it  will  have  to  pay,  we  will  not  become 
very  much  confused.  A  merchant  in  paying  his  debts  may  give  a  per- 
son legal-tender  notes  in  payment.  It  is  a  legitimate  and  proper  thing 
for  thi^  debtor  to  do.  That  this  may  cause  a  drain  on  the  Treasury  is 
a  situation  that  exists,  and  the  only  way  to  prevent  it  is  to  get  the  Oov- 
ernment notes  out  of  the  way  so  it  can  not  be  done.  If  in  redeeming 
national-bank  notes  the  national  banks  have  to  provide  the  money  to 
redeem  the  notes  the  Oovernment  does  not  have  to  provide  it,  and  if 
it  is  the  convenience  of  the  national  banks,  and  tbey  have  tbe  facilities 
to  provide  the  obligations  of  the  Oovernment  wholly  or  in  part,  or  gold 
wholly  or  in  part,  it  is  quite  within  their  prerogative  to  do  it — quite 
legitimate,  proper,  and  right.  And  it  does  not  interfere  at  all  with  the 
principle  I  have  just  laid  down,  that  the  less  the  Oovernment  owes  the 
less  it  has  to  pay;  and  by  so  much  as  you  reduce  the  liabilities,  so  much 
you  reduce  the  ability  of  banks  or  private  individuals  to  control  those 
agencies  that  will  draw  gold  from  the  Treasury. 

Mr.  Johnson.  Yes;  but  the  Secretary  stated  that  if  a  bank  should 
fail  to  redeem  these  national-bank  notes,  in  case  they  were  presented  to 
the  ITuited  States  it  would  be  the  duty  of  the  United  States  to  redeem 
them.  Does  the  Secretary  think  that  the  instance  of  a  bank  failing  to 
redeem  these  notes  when  presented  would  be  rare,  and  is  that  his  reason 
for  believing  they  could  not  be  used  to  raid  the  Treasury  t 

Secretary  Oaoe.  I  think  the  reason  the  national-bank  notes  could 
not  be  used  to  raid  the  Treasury  is  that  the  national  banks  have  to  pro- 
vide the  money  with  which  to  redeem  their  notes. 
Mr.  Johnson.  And  they  would  do  it  under  this  billt 
Secretary  Oagb.  They  would  provide  the  money  or  they  would  be 
closed  by  the  receiver  and  their  assets  sold  and  the  money  realized  out 
of  the  sale  or  from  their  bonds;  and  if  some  of  the  fruits  of  their  assets 
were  Government  notes,  who  ought  to  find  fault!  It  is  a  part  of  the 
current  money  of  the  country  that  the  Government  itself  has  pro- 
vided.   Why  disavow  and  put  it  oif  and  try  to  dodge  itt 

The  Chairman.  Assuming  that  there  will  be  a  recurrence  of  the 
distress  of  1893,  is  it  possible  in  such  a  situation  and  under  such  con- 
ditions to  avoid  an  endless  chain,  as  long  as  we  have  any  obligations 
ve  redeem  in  goldt 
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Secretary  Oaqe.  No,  sir.  You  may  aometimes  make  a  strong  endless 
chain  and  sometimes  a  feeble  one.  As  long  as  there  is  a  dollar  of  obliga- 
tion of  the  Gk>vernment  oat  that  dollar  can  be  presented  to  the  Gov- 
ernment. If  it  is  redeemed  and  paid  oat  it  can  be  presented  again  and 
can  be  presented  as  many  times  as  it  is  paid  oat.  That  can  be  done 
with  only  one  dollar. 

PBOPOSBD  LAW  WOULB  GIVE  HELP  IN  A  OBISIS. 

The  Ohaibman.  Assuming  that  there  will  t>e  a  recurrence  of  the 
conditions  existing  in  1893 — that  there  will  be  such  impairment  of  public 
conMdeuce  at  home  and  abroad  in  our  ability  to  redeem  our  pledges  and 
to  maintain  the  parity  of  our  different  kinds  of  moneys  that  there  will 
be  raised  a  doubt  as  to  the  kind  of  money  we  will  redeem  our  obligations 
in — will  this  change  in  our  system  which  yon  propose  afford  any  material 
assistance  in  overoomin|^  such  a  difficulty  t 

Secretary  Gage.  I  think  it  will  be  an  immense  help.  I  illustratea 
this  yesterday.  The  result  of  my  figures,  without  going  over  them 
again,  shows  that  this  act,  if  crystallized  into  law,  will  leave  the  Gov- 
ernment exposed  to  $370,000,000  of  its  liabilities,  which  practically, 
within  a  reasonable  period  of  time,  might  come  against  it  for  gold 
redemption,  counting  every  kind  of  money— silver,  silver  certificates, 
and  all.  I  showed  that  $125,000,000  in  gold  would  rest  as  a  reserve 
against  that  practical  demand.  I  expressed  the  opinion  that  the  ability 
of  the  Secretary  of  the  Treasury,  with  the  authorization  of  the  Presi- 
dent, to  borrow  $100,000,000  in  the  market  would  make  the  Govern- 
ment so  strong  that  it  could  not  be  broken  in  any  kind  of  a  crisis,  and 
that  is  what  we  are  bound  to  look  out  for  as  defenders  of  the  Govern- 
ment credit.  As  it  is  now,  we  would  be  in  the  same  position,  except 
we  have  $570,000,000  of  practical  liabilities  that  may  come  instead  of 
$370,000,000  of  liabUities.  Yes;  we  now  have  $600,000,000.  So  our 
strength  comes  as  strength  comes  from  a  liability  diminished  from 
$600,000,000  to  $370,000,000.  That  is  practically  the  way  I  look  at  it. 
It  is  a  great  question. 

The  Ghaibman.  You  would  simply  increase  the  difficulty  ot  obtain- 
ing the  gold. 

Secretary  GAas.  Excuse  me,  of  obtaining  the  gold  where  t 

The  Ohaibman.  At  the  Treasury. 

Secretary  Gage.  Yes,  sir. 

The  Chairman.  Remember  that  there  are  $2,000,000,000  or  $3,000, 
000,000  of  our  obligations  held  abroad.  Should  there  be  a  recurrence 
of  the  conditions  and  lack  of  faith  and  confidence  existing  three  or  four 
years  ago,  and  should  those  securities  be  returned  upon  us,  does  the 
Secretary  think  that  the  additional  strength  given  by  his  proposed 
measure  to  the  situation  would  save  us  from  falling  to  a  silver  basis  t 

Secretary  Gage.  I  think  so. 

Mr.  MoGleabt.  Am  I  to  understand  that  you  believe  that  the.pro- 
visions  of  your  bill  would  alleviate  the  pressure  t 

Secretary  Gage.  Very  much. 

Mr.  MoGleabt.  And  help  to  prevent  the  return  of  such  conditlonst 

Secretary  Gage.  Yes,  sir. 

POSSIBILITY  OP  GOING  TO  A  SILVEB  BASIS. 

Mt.  FowLEB.  I  would  like  to  ask  a  hypothetical  question.  Suppose 
that  the  next  Congress  elected  should  be  a  free-silver  Gongress,  and 
pass  a  firee-silver  measure,  and  it  went  to  the  Senate,  and  passed  that 
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body,  do  yea  not  imagine  that  in  two  years,  from  1696  to  1900.  we  would 
teeak  down  nnder  the  proposed  bill  and  go  to  a  silver  basis! 

Mr.  Htll.  I  snggest  that  that  is  not  a  h3n[)othetical  case. 

Mr.  Oox.  It  is  almost  an  absolute  eertainty.    [Laughter.] 

Seoretary  Oag-s.  Do  you  want  an  answer  t 

Mr.  FowLBB.  Yes,  sir.    Whether  or  not,  during  the  two  years 

)     between  1698  and  the  time  of  the  election  in  1900,  the  Presidential 

election,  which  I  assume  would  be  in  &vor  of  sound  money-— during 

these  two  years  priding,  does  the  Secretary  feel  confident  that  tibebifi 

proposed  would  save  the  Oovemm^it  from  going  to  a  silver  basis  t 

Secretary  Oage.  I  think,  with  the  absolute  assurance  of  the  veto  of 
the  President  of  any  free-silver  measure  and  this  arrangement^  we  wonUl 
get  diroagh  all  right. 

BAEKING  IN  AeBIOULTUBAL  OGKEMUNITIBS. 

Mr.  Bill.  I  would  like  to  get  back  to  the  discussion  of  the  bill  we 
hiKve  before  us  to-day.  What  is  the  purpocfe  of  section  12,  providing 
for  BmM  banks  t 

Secretary  Oaoe.  It  gives  the  communities  now  destitute  of  the  fiusil- 
ities  of  exchange  and  banking  a  chance  to  ei\joy  the  benefits  which 
ariee  from  those  agencies. 

Mr.  JBxLL.  Is  there  any  general  character  that  can  be  assigned  to 
such  communities  t    To  what  kind  of  communities  do  you  refiBrt 

Secretary  Gage.  I  rofer  to  communities  that  are  so  small  as  not  to 
poeeesB  the  capital  necessary  to  organize  a  national  bank  with  tiie 
1  present  minimum  requirements,  $50,000,  and  not  attractive  enough  to 
bring  in  outsiders  with  the  necessary  capital. 

Mr.  Hill.  You  refer  to  business  communities  or  agricultnal  commm- 
nitifist 

Secretary  Gage.  More  particularly  to  agricultural  communities. 
Theore  is  always  a  small  business  center  somewhere  in  every  sort  of 
eommnnity. 

Mr.  Hill.  Generally  speaking,  you  now  refer  to  agricultural  oom- 
auinities*  in  which  there  would  largely  be  agricultural  loans  t 

Secretary  Gaojb.  Very  largely. 

Mr.  Hill.  Do  you  believe  it  is  possible  for  a  national  bank  or  mj 
bank  to  be  made  a  bank  of  issue  with  the  &cilities  for  prompt  redemp- 
tion  which  you  have  provided  here,  making  agricultural  loans  against 
aotea  issued  on  demand  t 

Secretary  Gagb.  I  think  agricultural  loans, properly  made,  areamong 
the  beet  loans  in  the  world. 

Mr.  Hill.  1  know  it^  but  can  they  be  made  as  against  demand  issues 
•f  bank  notes  t 

Seerecary  GAiOB.  They  can,  within  reasonable  range;  yes,  sir. 

Mr.  Hill.  How  is  it  possible  for  a  bank,  say,  of  (25,000,  situated  in 
.  an  agriciiltaral  community,  to  exchange  its  circulating  notes  for  long- 
time  agricultural  notes  and  maintain  redemption  of  its  own  notes  t 

Seeretary  Gage.  By  <^  long-time  agricultural  notes"  do  you  mean 
Hoar  or  five  year  loanst 

Mr.  Hill.  I  mean  six  months,  as  against  their  own  notes  outstanding. 

Becretaiy  Gage.  I  think  they  could. 

ib.  Rill.  In  what  way  would  they  be  able  to  do  it. 

flasrotaiy  Gaqb.  Because  the  community  we  are  supposing  is  a 
community  where  the  circulating  capital  is  small,  and  as  long  as  orops 
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were  in  procesB  of  being  gathered  and  brought  to  market,  and  the 
expenses  connected  with  them  being  paid  off,  there  would  be  a  local 
use  for  any  circulating  medium  which  this  bank  would  supply,  and  it 
would  stay  there  until  crops  (which  ought  to  be  more  or  less  varied  in 
every  community,  and  are  more  or  less  varied)  would  begin  to  go  fo^ 
ward  to  market;  and  that  generally  happens  four  or  five  months  before 
the  following  crop  is  sown  and  the  expense  incidental  to  raising  that 
crop  inaugurated.  When  the  crop  goes  to  market  the  fhnd  would  he 
fonMd  to  redeem  the  notes.  The  notes  would  find  their  way  to  the 
redemption  centers  if  the  community  owed  more  than  the  crope  paid. 
Then  the  notes,  like  any  other  form  of  money,  would  go  forward  to 
settle  the  difference,  and  they  would  be  redeemed. 

Mr.  Hill.  Take,  for  instance,  the  State  of  Arkansas,  which  lias  a 
loanable  capital  of  $4.86  per  capita,  and  the  State  of  Texas,  which  has 
a  loanable  capital  of  (24.83  per  capita,  its  principal  crop  being  cotton. 
Cotton  is  marketed  but  once  a  year,  of  course,  and  it  is  a  long  time 
from  the  time  of  the  planting,  when  the  money  would  have  to  be  bor- 
rowed, to  the  time  of  realization  on  the  crops.  If  a  bank  can  do  that 
under  the  $25,000  privilege,  why  hasn't  it  already  been  done  under  the 
$50,000  privilege  t  Why  is  it  that  in  these  sections  the  loanable  funds 
are  so  limited,  whereas  I  find  that  in  Bhode  Island  there  is  a  loanable 
capital  of  $371  per  capita  t  In  other  words,  will  the  privilege  which  is 
accorded  here  give  additional  banking  facilities  where  the  wealth  does 
not  already  exist  t 

Secretary  GA.aE.  It  will  give  better  facilities  than  now  exist  toward 
organizing  banks;  that  is  what  we  are  talking  about.  It  is  now  an 
impoverishment  of  a  community  to  start  a  national  bank.  Take  a 
little  community  that  can  scarcely  raise  $50,000  capital.  What  does 
the  Oovemment  require  of  it!  It  requires,  in  the  first  place,  $25,000 
of  that  to  be  sent  to  Wall  street  to  buy  bonds,  and  then  it  may,  and  as 
it  may  it  must,  because  it  is  too  poor  not  to  do  it,  put  those  bonds  up 
with  the  Treasurer  of  the  United  States,  and  for  the  $25,000  of  bonds, 
which  have  cost  over  $30,000,  it  may  get  $22,500  of  its  own  notes— not 
Government  notes,  but  its  own  notes — which  it  may  have  the  privilege 
of  loaning  to  the  community.  That  is  an  impoverishment  to  the  com- 
munity, substantially,  of  30  per  cent  on  capital  it  had  before  it  started 
the  bank.  On  the  contrary,  this  measure  proposes  that  the  capital  the 
community  had  shall  be  tied  up  in  these  bonds  (say,  at  par)  only  to 
the  amount  of  the  10  per  cent  reserve,  but  it  does  have  the  privilege^ 
you  know,  of  issuing  25  per  cent  of  free  circulation  without  the  pledge 
of  bonds.    This  is  the  chief  value  to  these  little  communities. 

Mr.  Johnson.  Because  it  makes  it  profitable  to  the  banks  to  issue 
money  t 

Secretary  Gage.  Yes;  it  makes  it  possible  for  them  to  lend  some- 
thing. If  they  have  not  money  (and  that  is  what  is  the  matter  witb 
them  now),  the  banks  could  loan  their  own  to  the  limited  extentprovided* 

Mr.  Hill.  But  in  an  agricultural  community,  where  the  notes  are  of 
a  single  character — that  is,  agricultural  notes — ^how  is  it  possible  for  a 
bank  of  issue  to  maintain  its  redemption  with  its  notes  on  demand! 

Secretary  Gage.  If  it  can  not  do  it  in  any  other  way,  it  must  get  a 
temporary  loan  of  an  Eastern  bank.    That  is  what  they  have  to  do  now. 

Mr.  Hill.  Then,  as  a  matter  of  fact,  they  would  have  no  further  &oil- 
ities  than  now,  except  so  far  as  they  rely  on  their  reserve  institutions  t 

Secretary  Gage.  They  would  have  the  use  of  the  notes  to  the  extent 
of  their  circulation. 
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Mr.  HiLii.  Wonld  those  bank  notes  tbat  they  issne  stay  around  there 
any  more  than  if  that  $25,000  bank  was  organized  in  the  city  of  New 
Yorki    It  woold  not  have  a  locai  habitation  and  a  name,  wonld  itf 

Secretary  Oagb.  Yes,  it  would ;  and  the  notes  would  stay  there  to 
some  extent.    They  probably  could  not  all  go  out  by  the  first  mail. 

THE  INTEBESTS  OF  BANK  DEPOSITOBS. 

Mr.  Spalbtng.  In  looking  after  the  Gtovemment^s  protection  against 
a  raid  on  the  Treasury,  have  we  not  lost  sight  of  the  depositors  in  these 
banks  1  I  understana  the  deposits  reach  somewhere  m  the  neighbor- 
hood of  $1,800,000,000.  What  method  is  there  by  which  a  depositor 
could  be  paid  if  the  credit  notes  under  this  scheme  of  the  bill  are  not 
legal  tenders  fbr  debts  and  would  not  liquidate  the  indebtedness  of  the 
depositorl  There  would  be  no  method,  as  I  understand  it,  by  which 
we  could  get  legal  tenders,  because  they  would  be  in  the  Treasury. 

Secretary  Gage.  To  some  extent  you  would  get  them. 

Mr.  Spalding.  A  depositor  could  claim  legal-tender  money  for  every 
deposit  deposited  in  the  bank! 

Secretary  Gage.  Yes,  sir;  he  could. 

Mr.  SpAiiDiNG.  Would  not  that  limit  the  banks,  in  your  judgment  as 
a  banker,  and  prevent  them  from  paying  their  depositors  in  case  of  a 
raid  on  them,  besides  the  credit  notes  that  they  were  outf 

Secretary  Gage.  The  banks  got  along  very  well  when  there  was  no 
such  provision  of  legal-tender  notes. 

Mr.  Spalding.  Wasn't  there  a  great  demand  on  the  First  National 
Bank  of  Chicago,  at  one  time  in  1893,  for  legal  tenders! 

Secretary  Gage.  There  was;  and  it  reduced  its  liabilities  30  per  cent, 
and  still  had  its  legal  reserves  on  hand. 

Mr.  Spalding.  But  they  would  not  have  the  same  reserves  under 
this  biin 

Secretary  Gage.  I  do  not  know  why  it  would  not. 

Mr.  Spalding.  In  whati 

Secretary  Gage.  In  legal  money  of  some  kind.  It  would  have  it  in 
gold,  if  not  in  something  else. 

Mr.  Spalding.  But  do  you  not  shorten  that  up  in  order  to  protect 
the  Government  from  raids  upon  the  Treasury,  so  you  will  push  the  raid 
upon  the  banki 

Secretary  Gage.  I  do  not  think  so. 

Mr.  Spalding.  It  makes  less  legal-tender  money  in  existence  in  the 
United  States,  does  it  notf 

Secretary  Gage.  It  does  make  less  legal-tender  money  in  the  United 
States;  but  there  is  altogether  too  much  now;  that  is,  too  much  of  cir- 
eolating  notes— too  much  of  legal-tender  notes  for  the  Government's 
credit. 

There  being  no  further  questions,  the  chairman  (Mr.  Brosius)  ex- 
pressed to  the  Secretaiy  the  thanks  of  the  committee  for  his  kindness 
and  courtesy  in  appearing  before  it  in  explanation  of  the  bill  proposed 
by  him,  and  in  answering  the  questions  of  members  ooncerning  the 
same. 

Thereupon,  at  12.10  p.  m.,  the  committee  rose. 
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OOICUITTBE  ON  BANKINO  AND  OUBBENOY, 

WiMhington,  J>.  (7.,  Ja/nuary  12^  1898. 

FIBST  DAY. 

The  Oommittee  met  at  10.30  o'clock,  a.  m.,  in  the  room  of  the  Oom- 
mittee  on  Interstate  aud  Foreign  Commerce,  Hon.  Joseph  H.  Walker 
in  the  chair. 

Present:  Messrs. Walker,  Broslns,  Johnson,  McCleary,  Fowler,  Spald- 
ing, Hill,  Prince,  Mitcbell^  Gapron,  Oox,  Newlands,  Ermen trout,  and 
Maddox. 

The  Ohaibman.  We  propose  to  hear  these  gentlemen,  who  have  come 
here  at  oar  invitation,  in  regard  to  the  bill,  H.  E.  5S55,  to  provide  for 
strengthening  the  public  credit,  for  the  retirement  of  the  demand  obli- 
gations of  the  United  States,  and  the  amendment  of  the  laws  rating 
to  national  banking  associations,  which  has  been  framed  in  accordance 
with  the  recommendations  of  the  commission  appointed  by  the  Indian- 
apolis monetary  conference. 

[H.  R.  &8S6,  Fifty-flfth,  Congress,  second  session.] 
IH  THR  HOUSK  OF  BBPRESENTATIVES,  JANUARY  6,  1896. 

Mr.  OreTBtreet  introduced  the  following  biU:  whioh  was  referred  to  the  Committee 

on  Banking  and  Correnoy  ana  ordered  to  be  printed. 

A  BILL  to  pxo^Me  for  the  strengthening  of  the  pablio  credit,  for  the  retirement  of  the  demand  ohli- 
HtJoBS  4if  the  United  States,  and  the  amendment  of  the  laws  relating  to  national  banking  assoeia- 

Bsit  enoided  by  (he  Senate  and  House  of  Bepreeentativee  of  the  United  States  of  America 
in  Congress  a9»emhled,  That  the  standai^d  unit  of  value  shall  as  now  be  the  dollar,  and 
shall  consist  of  twenty-ilve  and  eight-tenths  grains  of  gold,  nine-tenths  iine,  or 
twenty-three  and  twenty-two  one-hundredths  grains  of  pure  gold,  as  represented  by 
the  one-tenth  part  of  the  eagle. 

Sec.  2.  lliat  all  obligations  for  the  payment  of  money  shall  be  performed  in  con- 
formity with  the  standard  provided  for  in  section  one :  Provided,  That  uothiug  herein 
contained  shall  be  construed  or  held  to  affect  the  present  legal-tender  quality  of  the 
silver  doUar  or  the  subsidiary  or  minor  coins,  or  the  paper  currency  of  the  United 

That  aU  obiintlons  of  the  United  States  for  the  payment  of  money  now  existing 
or  hereafter  to  be  entered  into  shall,  unless  hereafter  otherwise  expressly  stipulated, 
be  deemed  and  held  to  be  payable  in  gold  coin  of  the  United  States,  as  defined  in 
the  standard  aforesaid. 

Skc.  3.  That  there  shall  continue  to  be  firee  coinage  of  gold  into  coins  of  the 
denominations,  weight,  fineness,  and  legal-tender  quality  prescribed  by  existing 
laws. 

Ko  silver  dollars  shall  be  hereafter  coined. 

Silver  coins  of  denominations  less  than  one  dollar  shall  be  coined  upon  Qovemmeni 
sccennt,  of  the  denominations,  weight,  fineness,  and  legal-tender  quality  presonbed 
by  existing  laws. 
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Minor  coins  shall  continue  to  be  coined  upon  Government  account,  of  the  denomi- 
nations, weight,  fineness,  and  legal-tender  quality  prescribed  by  existing  laws. 

fc)ubttidiary  and  minor  coins  shall  be  issned  and  exchanged,  as  prescribed  by  existing 
laws,  except  as  horeinat'ter  otherwise  provided. 

Skc.  4.  That  there  is  hereby  created  a  division  in  the  Treasury  Department,  to  be 
known  as  the  division  of  issue  and  redemption,  nnder  the  charge  of  an  assistant 
treasurer  of  the  United  States,  who  shall  bo  appointed  by  the  President,  by  and  with 
the  advice  and  consent  of  the  Senate. 

Sec.  5.  That  to  the  division  of  issue  and  redemption  shall  be  committed  all  func- 
tions of  the  Treasury  Department  pertaining  to  the  issue  and  redemption  of  noteH 
and  certificates,  and  to  the  exchange  of  coins;  and  the  said  division  of  issue  and 
redemption  shall  have  the  custody  of  the  bank-note  guaranty  fund  and  of  the 
redemption  funds  of  the  national  banking  associations,  and  shall  conduct  the  oper- 
ations of  redeeming  the  circulating  notes  of  national  banking  associations,  as  pre- 
scribed by  law;  and  to  this  division  shall  be  transferred  all  gold  coiu  held  against 
out^itandinfi:  ^old  certificates,  all  silver  dollars  held  against  outstanding  silver  certifi- 
cates, all  United  States  notes  held  against  outstanding  currency  certificates,  and 
all  silver  dollars  and  silver  bullion  held  against  outstanding  Treasury  notes  issued 
nnder  the  act  of  July  fourteenth,  eight-een  hundred  and  ninety,  and  such  amount  of 
subsidiary  and  minor  coins  as  the  Secretary  of  the  Treasury  shall  consiiler  necessary 
for  the  issue  and  exchange  of  such  coins,  and  the  funds  deposited  with  the  Treasury 
for  the  redemption  or  retirement  of  the  circulating  notes  of  national  banking  asso- 
ciations. All  accounts  relating  to  the  business  of  tbis  division  shall  be  kept  entirely 
apart  and  distinct  from  those  of  the  other  departments  of  the  Treasury ;  and  the 
accounts  relating  to  the  national  banking  associations  deposited  with  the  division 
of  issue  and  redemption  shall  be  kept  separate  and  apart  from  all  other  accounts. 

Skc.  6.  That  a  reserve  shall  be  established  in  the  division  of  issue  and  redemption 
aforesaid  by  the  transfer  to  it  by  the  Treasurer  of  the  United  States  from  the  gen- 
eral funds  of  the  Treasury  of  an  amount  of  gold,  in  coin  and  bullion,  equal  to  twenty- 
five  per  centum  of  the  amount,  both  of  United  States  notes  and  Treasury  notes  issued 
nnder  the  Act  of  July  fourteenth,  eighteen  hundred  and  ninety,  outstanding,  and  a 
further  sum  in  gold  e^ual  to  five  per  centum  of  the  aggregate  amount  of  the  coinage 
of  silver  dollars.  This  reserve  shall  be  held  as  a  common  fnnd,  and  used  solely  for 
the  redemption  of  said  notes  and  in  exchange  for  said  notes  and  for  silver  dollars 
and  subsidiary  and  minor  coins,  as  hereinafter  provided. 

Skc.  7.  That  it  shall  be  the  duty  of  the  Secretary  of  the  Treasury  to  maintain  the 
gold  reserve  in  the  division  of  issue  and  redemption  aforesaid  at  such  sum  as  shall 
secure  the  certain  and  immediate  redemption  of  all  notes  and  exchange  of  all  silver 
dollars  presented,  as  hereinafter  provided  for,  and  the  preservation  of  public  confi- 
dence; and  for  this  purpose  he  shall,  firom  time  to  time,  transfer  to  the  division  of 
issue  and  redemption  any  funds  in  the  Treasury  not  otherwise  appropriated ;  and  in 
addition  thereto  he  is  hereby  authorized  to  issue  and  sell,  whenever  it  is,  in  his 
judgment,  necessary  to  the  ends  aforesaid,  bonds  of  the  United  States,  bearing  inter- 
est at  a  rate  not  exceeding  three  per  centum  per  annum,  payable  in  gold  coin  at  the 
end  of  twenty  years,  but  redeemable  in  gold  coin  at  the  option  of  the  United  States 
after  one  .vear;  and  the  proceeds  of  all  such  sales  shall  be  paid  into  the  division  of 
issue  and  redemption  for  the  purposes  aforesaid. 

Sec.  8.  That  the  division  of  issue  and  redemption  shall,  at  Washington,  and  at 
snch  subtreasuries  of  the  United  States  as  the  Secretary  of  the  Treasury  may  from 
time  to  time  designate,  on  demand — 

First.  Pay  out  gold  coin  for  gold  certificates ; 

Second.  Fay  out  United  States  notes  for  currency  certificates ; 

Third.  Pay  out  gold  coin  in  redemption  of  United  States  notes  and  Treasury  notes 
of  eighteen  hundred  and  ninety; 

Fourth.  Pay  out  silver  dollars  for  silver  certificates  of  any  denomination; 

Fifth.  Issue  silver  certificates  of  denominations  of  one  dollar,  two  dollars,  and  five 
dollars,  in  exchange  for  silver  doUars  and  for  silver  certificates  of  denominations 
above  five  dollars; 

Sixth.  Pay  out  gold  coin  in  exchange  for  silver  dollars^ 

Seventh.  Pay  out  silver  dollars  held  in  the  division  of  issue  and  redemption  afore- 
said, and  not  covered  by  outstanding  silver  certificates,  in  exchange  for  gold  coin, 
United  States  notes,  or  Treasury  notes; 

Eighth.  Pay  out  United  States  notes  or  Treasury  notes,  not  subject  to  inmiediate 
cancellation,  in  exchange  for  gold  coin; 

Ninth.  Pay  out  gold  coin  in  exchange  for  subsidiary  and  minor  coins  presented  in 
snms  of  twenty  dollars  or  multiples  thereof,  and  pay  out  subsidiary  and  minor  coins 
in  sums  of  twenty  dollars  or  multiples  thereof,  in  exchange  for  any  lawful  money ; 

Tenth.  Pay  out  in  redemption  of  national-bank  notes  the  moneys  in  the  division 
available  for  thnt  purpose. 

Sso.  9.  That  the  division  of  issue  and  redemption  shaU,  on  demandi  pay  in  gold 
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coin  all  United  States  notes  and  Treasury  notes  presented  for  payment^  and  as  paid 
cancel  the  same  up  to  the  amount  of  fifty  million  dollars.  After  that  amount  s^iall 
haye  been  paid  and  canceled,  it  shall  tben  from  time  to  time  cancel  such  further 
amonnts  of  notes  so  paid  as  shall  equal,  but  not  exceed,  the  increase  of  national-bank 
notes  issued  subsequent  to  the  taking  eifect  of  this  Act. 

Sec.  10.  Iliat  if  at  the  end  of  five  years  ixext  after  the  taking  effect  of  this  Act  any 
United  States  notes  or  Treasury  notes  shall  be  outstanding,  a  sum  not  exceeding 
one-fifth  of  such  outstanding  amount  shall,  as  received,  be  retired  and  canceled  each 
year  thereafter;  and  at  the  end  of  ten  years  after  the  passage  of  this  Act  United 
states  notes  and  Treasury  notes  then  outstanding  shall  cease  to  be  a  legal  tender  for 
all  debts,  public  and  private,  except  for  dues  to  the  United  States. 

Sbc.  11.  That  United  States  notes  or  Treasury  notes  once  redeemed  shall  not  be 
paid  out  again  except  for  gold  coin,  unless  there  Nhall  be  an  accumulation  of  such 
notes  in  the  division  of  issue  and  redemption  which  can  not  then  be  canceled  under 
the  provision  of  this  Act,  in  which  case  the  Secretary  of  the  Treasury  shall  have 
authority,  if,  in  his  Judgment,  that  course  is  necessary  for  the  public  welfare,  to 
invest  the  same,  or  any  portion  thereof,  in  bonds  of  the  United  States  for  the  bene- 
fit of  the  gold  reserve  in  the  division  of  issue  and  redemption,  such  bonds  to  be  held  in 
the  aforesaid  division,  subject  to  sale  at  the  discretion  of  the  Secretary  of  the  Treaii- 
my,  for  the  benefit  of  the  said  reserve  in  the  said  division  of  issue  and  redemption, 
and  not  for  any  other  purpose. 

Sec.  12.  That  the  Secretary  of  the  Treasury  shall  be  authorized  to  sell  for  gold, 
from  time  to  time,  in  his  discretion,  any  silver  bullion  iu  the  division  of  issue  and 
redemption,  and  the  proceeds  of  such  sales  shall  be  placed  to  the  account  of  the  gold 
reeerve  in  the  division  of  issue  and  redemption  aforesaid.  That  so  much  of  section 
two  of  the  Act  approved  July  fourteenth,  eighteen  hundred  and  ninety,  entitled 
**  An  Act  directing  the  purchase  of  silver  bullion  and  the  issue  of  Treasury  notes 
theieony  and  for  other  purposes,"  as  provides  that  there  shall  be  outstanding  at  any 
time  no  greater  amount  of  the  Treasury  notes  issued  under  the  provisions  of  that 
Act  than  the  cost  of  the  silver  bullion  and  the  standard  silver  dollars  coined  there- 
from, then  held  in  the  Treasury,  purchased  by  such  notes,  be,  and  the  same  is  hereby, 
repealed. 

Sec.  13.  That  gold  certificates  and  currency  certificates  shall,  whenever  presented 
and  paid  or  received  in  the  Treasury,  be  retired  and  canceled.  All  provisions  of 
law  anthoriziug  the  issne  or  reissue  of  gold  certificates  or  currency  certificates  are 
hereby  repealed. 

Src.  14.  That  no  United  States  note  or  Treasury  note  issued  under  the  Act  of  July 
fourteenth,  eighteen  hundred  and  ninety,  of  a  denomination  less  than  ten  dollars 
shall  hereafter  be  issued,  and  silver  certificates  shall  hereafter  be  issued  or  paid  out 
only  in  denominations  of  one  dollar,  two  dollars,  and  five  dollars  against  silver 
dollars  deposited  in  the  division  of  issue  and  redemption,  or  in  exchange  for  silver 
certificates  of  denominations  exceeding  five  dollars. 

Sbc.  15.  That  the  Secretary  of  the  Treasury  may,  in  his  discretion^  transfer  from 
any  funds  in  the  general  Treasury  not  otherwise  appropriated  to  the  division  of  issue 
and  redemption  any  United  States  notes  or  Treasury  notes  which,  on  such  transfer, 
could  then  lawfully  be  canceled  under  the  provision  of  this  Act,  if  they  had  been 
redeemed  on  presentation ;  and  when  so  transferred  the  same  shall  be  canceled.  And 
the  Secretary  of  the  Treasury,  whenever  there  may  be  United  States  notes  or  Treasury 
notes  in  the  general  Treasury  which  are  not  available  as  surplus  revenue,  and  which 
npon  transfer  to  the  division  of  issue  and  redemption  could  then  lawfully  be  canceled 
under  the  provisions  of  this  Act,  may  exchange  such  notes  with  the  division  of  issue 
and  redemption  for  gold  coin,  and  such  notes  shall  thereupon  be  canceled. 

Sbc.  16.  That  to  provide  for  any  temporary  deficiency  which  may  at  any  time  exist 
in  the  Treasury  of  the  United  States,  the  Secretary  of  the  Treasury  be,  and  he  is 
hereby,  authorized,  at  his  discretion,  to  issue  certificates  of  indebtedness  of  the 
United  States,  payable  to  the  bearer  in  gold  coin  in  five  years,  and  redeemable  in 

Sold  coin,  at  the  option  of  the  United  States,  after  one  year  from  their  date,  of  the 
enomination  of  fifty  dollars  or  multiples  thereof,  with  interest  at  a  rate  not  to 
exceed  three  per  centum  per  annum,  and  to  sell  and  dispose  of  the  same  for  lawful 
money  at  the  Treasury  Department  and  at  the  subtreasuries  and  designated  deposi- 
tories of  the  United  States,  and  at  such  post-offices  as  he  may  select.  And  such  cer- 
tificates shall  have  the  like  privileges  and  exemption  provided  in  the  Act  entitled 
"An  Act  to  authorize  the  refunding  of  the  national  debt,''  approved  July  fourteenth, 
eighteen  hundred  and  seventy. 

Sec.  17.  That  whenever  money  is  to  be  borrowed  on  the  credit  of  the  United  States, 
the  Secretary  of  the  Treasury  is  authorized,  instead  of  issuing  the  usual  forms  of 
engraved  bonds,  npon  receiving  lawful  money  of  the  United  States  in  sums  of  not  less 
than  fifty  dollars  in  any  single  payment,  to  cause  a  record  of  such  payments  to  be 
made  in  books  to  be  kept  for  that  purpose  in  Washington,  and  thereafter,  ttom  time 
to  tuna,  to  pay  to  those  so  registered  on  such  books  interest  at  a  rate  not  exceeding 
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three  per  oentam  per  annmn,  in  ffold  coin,  on  the  amonnt  with  which  they  ihall 
eeYeraUy  stand  credited  on  each  boovs,  in  the  same  manner  as  if  they  were  holders  and 
owners  of  registered  bonds  of  the  United  States,  and  he  shall  also  pay  to  those  w 
reg^tered  the  smn  dne  in  gold  coin  at  the  date  of  roatnrity  of  snch  inscribed  loans. 
Suitable  arrangements  shall  be  made  at  each  and  every  money-order  post-offloe  in 
the  United  States  for  receiving  snch  payments  into  the  Treasury  on  like  terms,  as 
well  as  for  the  transfer,  on  proper  identification,  of  any  inscription  on  the  books  in 
Washington,  or  of  any  part  thereof  not  less  than  fifty  dollars.  No  interest  shall 
aecrne  or  be  paid  on  inscriptions  which  shall  have  been  reduced  below  iifty  dollais. 
No  charge  of  any  kind  shall  be  made  by  any  Department  or  officer  of  the  Government 
for  any  service  in  connection  with  the  receipt  or  transmission  of  the  lawful  money, 
nor  in  the  transfer  of  inscriptions  on  the  books  at  Washington. 

Src.  18.  That  anv  national  banking  association  organized  under  the  laws  of  the 
United  States  shall,  if  its  capital  be  wholly  paid  up  and  unimpaired,  be  entitied  to 
receive  fh>m  the  Comptroller  of  the  Currency  circulating  notes  of  denorainatioDB 
hereinafter  provided,  in  blank,  registered  and  countersigned,  as  provided  by  law,  to 
an  amonnt  not  exceeding  the  amount  of  such  paid-up  and  unimpaired  capital,  after 
dedncting  therefrom  its  investment  in  real  estate :  Provided,  That  during  the  live 
years  first  sncceeding  the  passap^e  of  this  Act,  any  national  banking  association 
receiving  from  the  Comptroller  or  the  Currency  circulating  notes  in  blank  under  the 

Srovisions  of  this  Act  snail  maintain  on  deposit  with  the  Treasurer  of  the  United 
tates  bonds  of  the  United  States  to  an  amount,  at  a  valuation  computed  as  herein- 
after prescribed,  equal  to  that  of  the  circulating  notes  so  received  whenever  snch 
notes  shall  not  exceed  twenty-five  per  centum  of  the  capital  stock.  And  for  each 
sncceeding  year  after  the  expiration  of  five  years  from  the  passage  of  this  Act  the 
amonnt  of  bonds  required  to  be  deposited  before  issuing  notes  in  excess  of  such 
deposit  shall  be  decreased  by  twenty  per  centum  of  the  original  twenty-five  per 
oentum  of  capital  stock  hereinbefore  specified,  and  from  aud  after  the  expiration  of 
ten  years  from  the  passage  of  this  Act  no  such  bond  doposit  shall  be  I'equired.  And 
no  rarther  deposit  of  bonds  shall  be  required  than  is  herein  prescribed;  and  any 
national  banking  association  having  at  any  time  bonds  of  the  United  States  depos- 
ited with  the  Treasurer  in  excess  of  the  amount  required  by  law  to  be  at  snch  time 
deposited  may  withdraw  the  whole  or  any  part  of  snch  excess.  But  nothing  herein 
contained  shall  be  construed  to  authorize  br  permit  the  withdrawal  of  bouds  reqnired 
to  be  deposited  under  the  provision  of  section  fifty-one  hundred  and  fifty-three  of 
the  Revised  Statutes  of  the  iJnited  States  as  security  for  the  safe-keeping  and  prompt 
payment  of  public  money's  deposited  with  any  national  banking  association. 

Sbc.  19.  That  so  mucli  of  the  provisions  of  section  fifty-one  hundred  and  fifty-nine 
of  the  Revised  Statutes  of  the  United  States  and  section  four  of  the  Act  of  Jnne 
twentieth^  eighteen  hundred  and  ninety-four,  and  section  eight  of  the  Act  of  Jnly 
twelfth,  eighteen  hundred  and  eighty-two,  as  provide  that  before  any  national  bank- 
ing association  shall  be  authorized  to  commence  banking  business  it  shall  transfer 
and  deliver  to  the  Treasurer  of  the  United  States  United  Statos  registered  bonds  to 
an  amount,  where  the  capital  is  one  hundred  and  fifty  thousand  dollars  or  less,  not 
less  than  one-fourth  of  its  capital  stock,  and  fifty  thousand  dollars  where  the  capital 
is  in  excess  of  one  hundred  and  fifty  thousand  dollars,  be,  and  the  same  is  hereby^ 
repealed. 

Sec.  20.  That  every  national  banking  association  shall  at  all  times  keep  and  have 
on  deposit  with  the  division  of  issue  and  redemption,  for  the  purpose  hereinafter 
specified,  a  sum  in  gold  coin  equal  to  five  per  centum  of  its  outstanding  circulation. 
The  amounts  so  kept  on  deposit  shall  constitute  a  fund  to  be  known  as  ''the  bank- 
note guaranty  fxind,''  which  fnnd  shall  be  held  for  the  following  purpose,  and  for  no 
other,  namely : 

Whenever  the  Comptroller  of  the  Currency  shall  have  become  satisfied  by  the 
protest  or  the  waiver  and  admission  specified  in  section  fifty-two  hundred  and 
twenty-six,  or  by  the  report  provided  for  in  section  fifty-two  hundred  and  tweuty- 
seven  of  the  Revised  Statutes  of  the  United  States,  that  any  association  has  refused 
to  pay  its  circulating  notes  on  demand  in  lawful  money,  he  shall  direct  the  redemp- 
tion of  such  notes  from  the  bank-note  guaranty  fnnd  aforesaid,  and  such  notes  shall 
thereupon  be  so  redeemed.  After  the  failure  of  any  national  banking  association  to 
redeem  its  notes  shall  have  been  thus  ascertained,  the  bonds  deposited  with  the 
Treasurer  of  the  United  States  shall  be  sold  as  provided  by  law,  and  the  proceeds 
of  such  sale  shall  be  paid  into  the  bank-note  guaranty  fund.  The  Comptroller  of 
the  Currency  shall  forthwith  collect  for  the  benefit  of  said  fund,  from  the  assets  of 
the  bank  aud  from  the  stockholders  thereof,  according  to  their  liability  as  declared 
by  this  Act,  snch  sum  as,  with  the  Imnk's  balance  in  the  bank-note  guaranty  fund, 
shall  e^ual  the  amonnt  of  its  circniating  notes  outstanding.  And  for  this  purpose 
the  United  States  shall,  on  behalf  of  the  bank-note  guaranty  fimd,  have  a  parnmonut 
lien  upon  all  the  assets  of  the  assoointion;  and  such  fund  shall  be  made  good  out  of 
snch  assets  in  preference  to  any  and  all  other  claims  whatsoever,  except  the  necessary 
costs  and  expenses  of  admiulsteriutr  tht^  same. 
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Skc  21.  Thai  whenever  the  Comptroller  of  the  Currency  shall  ascertain  what 
deficiency,  if  any,  exists  between  the  aggregate  collections  for  the  benefit  of  the 
hank>note  guaranty  fund  in  the  case  of  any  iiailed  bank  and  the  amount  of  its  out- 
standing notes  redeemed  and  to  be  redeemed  from  the  said  fund,  be  shall  assess  such 
deficiency  upon  all  the  national  banks  in  proportion  to  their  notes  outstanding  at 
the  time  of  the  failure  of  such  bank. 

8bc.  22.  That  every  bank  going  ioto  liquidation,  voluntary  or  involuntary,  shalli 
prior  to  the  payment  of  its  cr^i  tors  other  than  noteholders  ana  the  distribution  of  any 
of  its  asaete  to  its  shareholders,  deposit  with  the  assistant  treasurer  in  charge  of  the 
division  of  issue  and  redemption  lawful  money  to  the  full  amount  of  its  outstanding 
notes,  and  shall,  in  addition,  pay  to  the  aforesaid  assistant  treasurer  such  assess* 
ment  for  the  benefit  of  the  bank-note  guaranty  fund  as  the  Comptroller  shall  judge 
to  be  requisite  to  meet  such  bank's  liability  for  the  reimbursement  of  the  guaranty 
fnnd  for  any  deficiency  resulting  from  the  payment  therefrom  of  the  notes  of  banks 
which  shall  have  failed  prior  to  the  date  when  such  bank  shall  go  into  liquidation. 

Sbc.  23.  That  the  Secretary  of  the  Treasury  be,  and  is  hereby,  authorized,  in  his 
discretion,  to  cause  to  be  invested  in  bonds  of  the  United  States  any  portion  of  the 
gaaranty  fund  hereinbefore  provided  for;  and  such  bonds  shall  be  held  and  disposed 
of  for  the  benefit  of  such  fund. 

Skc.  24.  That  all  interest  accruing  from  the  investment  of  any  portion  of  the 
aforesaid  guaranty  fund,  and  all  fnn£  received  in  payment  of  the  duties  on  circula* 
tion  provided  for  in  this  Act  shall  be  held  in  the  division  of  issue  and  redemption 
in  gold  coin  or  in  United  States  bonds,  in  the  discretion  of  the  Secretary  of  the 
Treasury,  and  shall  be  a  fund  supplementary  and  in  addition  to  the  guaranty  fund, 
to  be  nsrd  only  in  case  said  guaranty  fnnd  shall  ever  become  insufficient  to  redeem 
any  bank  notes  issued  under  the  provisions  of  this  Act,  and  it  shall  not  be  taken 
into  account  in  estimating  the  amount  of  assessments  necessary  to  replenish  said 
guaranty  fnnd  or  in  repayment  to  banks  of  their  contributions  to  the  guaranty  fund. 

SisG.  '&.  That  every  national  banking  association  shall  pay,  on  or  before  the  last 
day  of  every  month,  to  the  division  of  issue  and  redemption  a  duty  imposed  at  the 
rate  of  two  per  centum  per  annum  upon  the  average  daily  amount  of  its  circulating 
notes  outstanding  in  excess  of  sixty  per  oentnm  of  its  capital  stock,  and  not  in  excess 
of  eighty  per  centum  of  such  capital  stock,  and  a  duty  imposed  at  the  rate  of  six  per 
centnm  per  annnm  upon  the  average  daily  amount  of  such  notes  outstanding  in  excess 
of  eighty  per  centum  of  its  capitsd  stock.  Circulating  notes  of  any  national  bank- 
ing association  shall  be  deemed  and  held  to  be  outstanding  whenever  they  shall  have 
been  supplied  by  the  Comptroller  of  the  Currency  to  such  association  in  blank,  reg- 
iatere^l  and  conntersigned  according  to  law,  and  shall  have  not  been  returned  to  the 
Comptroller  for  cancellation  or  covered  by  an  equal  amount  of  lawfhl  money  depos- 
ited with  the  assistant  treasurer  in  charge  of  the  division  of  issue  and  redemption 
for  the  retirement  of  such  notes. 

Sxc.  26;  That  in  order  to  enable  the  said  assistant  treasurer  to  assess  the  duties 
imposed  by  the  preceding  section,  the  Comptroller  of  the  Currency  shaU,  within 
five  days  from  the  first  day  of  each  calendar  month,  make  a  return  to  the  said 
Assistant  Treasurer  of  the  United  States,  in  such  form  as  he  may  prescribe,  of  the 
AverAj^e  daily  amount  of  circulating  notes  of  each  national  banking  association  out- 
standing during  the  calendar  month  next  preceding.  And  every  national  banking 
association  shall  be  notified  by  said  assistant  treasurer  of  the  United  States,  within 
ten  days  from  the  first  day  of  each  calendar  month,  of  the  amount  of  the  duties 
upon  its  circulating  notes  due  from  it  to  the  United  States  under  this  Act,  and  every 
sneh  association  shall,  before  the  last  day  of  such  calendar  month,  pay  to  the  divi- 
sion of  issue  and  redemption  in  lawful  money  the  full  amount  of  such  tax;  and  when- 
ever any  association  fails  to  pay  the  duties  imposed  by  this  Act,  the  sums  due  may 
he  collected  in  the  manner  provided  for  the  collection  of  taxes,  or  said  assistant 
treasurer  may  reserve  the  amount  so  due  out  of  the  interest  as  it  may  become  due 
on  any  bonds  deposited  with  him  by  such  defaulting  association ;  and  while  such 
default  continues  no  further  amount  of  circulating  notes  shall  be  issued  to  such 
defaaiting  association. 

Sec.  27.  That  every  national  banking  association  shall  pay  into  the  division  of 
issne  and  redemption  each  half  year,  in  the  months  of  January  and  July,  on  or 
before  the  thirtieth  day  thereof,  a  duty  of  one-eighth  of  one  per  centum  upon  the 
valae  of  its  franohise  as  measured  by  the  aggregate  amount  or  its  capital,  surplus, 
and  undivided  profits,  upon  the  last  day  of  the  calendar  month  next  preceding. 
Sections  fifty-two  hundred  and  fourteen,  fifty-two  hundred  and  fifteen,  fifty-two 
hundred  and  sixteen,  and  fifty- two  hundred  and  seventeen  of  the  Revised  Statutes 
of  the  United  States  are  hereby  repealed.  But  nothing  in  this  section  contained 
riiaJl  be  so  constmed  as  in  any  manner  to  release  any  national  banking  association 
from  any  liability  for  taxes  or  penalties  incurred  prior  to  the  passage  of  this  Act. 

Sbc.  0B«  That  the  valuation  of  the  bonds  requined  by  this  Act  to  be  deposited  by 
national  banking  associations  with  the  Treasurer  of  the  United  States  shall  he 
annnally  fixed^  upon  a  basis  of  three  per  centum  interest,  by  the  Secretary  of  the 
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Treasury,  for  each  series  of  tbe  bonds  of  the  United  States  then  ontstanding  and 
bearing  a  rate  of  interest  exceeding  three  per  centum.  And  snob  bonds  shall  be 
received  upon  deposit  by  the  Treasurer  of  the  United  States  at  the  valuation  thus 
fixed  by  the  Secretary  of  the  Treasury.  Bonds  of  the  United  States  payable  at  the 
option  of  the  Qovernment  shall  be  received  upon  deposit,  under  the  provision  of  tliis 
Act,  at  ninety-five  per  centum  of  their  market  value.  Bonds  of  the  United  States 
payable  at  the  date  named  and  bearing  interest  at  a  rate  not  exceeding  three  per 
ceutom  per  annum  shall  be  received  on  deposit  at  their  par. 

Sbc.  29.  That  the  circulating  notes  furnished  to  national  banking  associations 
under  the  provisions  of  this  Act  shall  be  of  the  denominations  prescribed  by  existiug 
law,  except  that  no  national  banking  association  shall,  after  the  passage  of  this  Act, 
be  entitled  to  receive  or  to  issue  or  reissue  or  place  in  circulation  any  circulatiiriic 
notes  of  a  less  denomination  than  ten  dollars.  So  much  of  section  fifty-one  hundred 
and  seventy-two  of  the  Revised  Statutes  as  reads,  ''express  upon  their  face  that  they 
are  secured  by  United  States  bonds  deposited  with  the  Treasurer  of  the  United 
States,  by  the  written  or  engraved  signatures  of  the  Treasurer  and  Register,  and  by 
the  imprint  of  the  seal  of  the  Treasurer;  and  shall  also,''  is  hereby  repealed. 

Sec.  30.  That  no  national  banking  assooiation  shall  count  or  report  any  of  its  own 
notes  as  a  part  of  its  cash  or  cash  assets. 

Sec.  31.  That  section  nine  of  the  Act  of  July  twelfth,  eighteen  hundred  and 
eighty-two,  entitled  ''An  Act  to  enable  national  banking  associations  to  extend  their 
corporate  existence,  and  for  other  purposes,''  be,  and  the  same  is  hereby,  repealed. 

Sec.  32.  That  from  and  after  the  passage  of  this  Act  the  stockholaers  of  every 
national  banking  association  shall  be  held  individually  responsible  for  all  contracts, 
debts,  and  engagements  of  such  association,  each  to  the  amount  of  his  stock  therein, 
at  the  par  value  thereof,  in  addition  to  the  amount  invested  in  such  stock.  The 
stockholders  in  any  national  banking  association  who  shall  have  transferred  their 
shares,  or  registered  the  transfer  thereof,  within  sixty  days  next  before  the  date  of 
the  failure  of  such  association  to  meet  its  obligations,  shall  be  liable  to  the  same 
extent  as  if  they  had  made  no  such  transfer;  but  this  provision  shall  not  be  con- 
strued to  a£fect  in  any  way  any  recourse  which  such  shareholders  might  otherwise 
have  against  those  in  whose  names  such  shares  are  registered  at  the  time  of  such 
failure. 

Skc.  33.  That  the  fhnd  of  five  per  centum  of  ontstanding  circulating  notes  required 
to  be  kept  on  deposit  by  every  national  banking  association  fur  the  redemption  of 
the  circulating  notes  of  such  association  shall  be  in  gold  coin  of  the  United  States ; 
and  the  Comptroller  of  the  Currency  shall,  with  the  approval  of  the  Secretary  of 
the  Treasury,  have  authority  to  provide  for  the  redemption  of  national-bank  notes 
at  any  or  all  of  the  subtreasuries  of  the  United  States. 

Sbc.  34.  That  so  much  of  section  three  of  the  Act  of  Jane  twentieth,  eighteen 
hundred  and  seventy-four,  entitled  "An  Act  fixiug  the  amount  of  United  States  notes, 
providing  for  a  redistribution  of  the  national-bank  currency,  and  for  other  pur- 
poses," as  reads,  "And  when  the  circulating  notes  of  any  such  associations,  assorted 
or  unassorted,  snail  be  presented  for  redemption  in  sums  of  one  thousand  dollars,  or 
any  multiple  thereof,  to  the  Treasurer  of  the  United  States,  the  same  shall  be 
redeemed  in  United  States  notes,"  be  amended  to  read :  "And  when  the  circulating 
notes  of  any  such  associations,  assorted  or  unassorted,  shall  be  presented  for  redemp- 
tion in  sums  of  one  thousand  dollars,  or  any  multiple  thereof,  at  the  Treasury,  or 
at  such  subtreasuries  as  may  be  designated  by  the  Comptroller  of  the  Currency,  the 
same  shall  be  redeemed  in  lawful  money.  But  nothing  in  this  Act  contained  shall 
be  construed  to  impose  upon  the  United  States  any  liability  for  the  redemption  of 
the  notes  of  any  national  banking  association  beyond  the  proper  application  of  the 
redemption  and  guaranty  funds  deposited  with  the  division  of  issue  and  redemption, 
and  the  enforcement  of  the  remedies  by  this  Act  provided." 

Sec.  35.  That  at  least  one- fourth  of  the  reserve  of  twenty-five  per  centum  of  the 
aggregate  amount  of  its  deposits  rec^uired  under  the  provisions  of  existing  law  to  be 
held  by  every  national  banking  association  in  either  of  the  cities  designated  as  reserve 
or  central  reserve  cities,  and  at  least  one-fourth  of  the  reserve  of  fifteen  per  centum 
of  the  aggregate  amount  of  its  deposits  required  to  be  held  by  every  other  associa- 
tion, shiUl  consist  of  coin  of  the  United  States  actually  held  m  the  vaults  of  such 
bank :  Provided,  That  nothing  in  this  section,  except  as  expressly  provided,  shall  be 
construed  to  alter  or  in  any  way  affect  the  provisions  of  existing  law  governing  the 
maintenance  of  reserves. 

Sec.  36.  That  so  much  of  section  three  of  the  Act  of  June  twentieth,  eighteen  hun- 
dred and  seventy-fonr,  entitled  "An  Act  fixing  the  amount  of  United  States  notes, 
providing  for  a  j^sdistribution  of  the  national-bank  currency,  and  for  other  purposes," 
as  provides  that  the  fund  deposited  by  any  national  banking  association  with  the 
Treasurer  of  the  United  States  for  the  redemption  of  its  notes  shall  be  connted  as  a 
part  of  its  lawful  reserve,  as  provided  in  section  two  of  the  Act  aforesaid,  be.  and  the 
same  Ib  hereby,  repealed.    And  from  and  after  the  passage  of  this  Aot  neitker  snob 
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fund  of  five  per  oentum  nor  any  oontribation  to  the  bank-note  guaranty  fnnd,  pro- 
vided for  in  section  twenty  of  this  Act,  shall  be  counted  by  any  national  banking 
association  as  a  part  of  its  lawful  reserve. 

8kc.  37.  That  section  fiftv-one  hundred  and  thirty-eight  of  the  Beyised  Statutes  of 
the  United  States  be  amended  to  read  as  follows :  "No  association  shall  be  organized 
under  this  title  in  a  city  the  population  of  which  exceeds  fifty  thousand  inhabitants 
with  a  less  capital  than  two  hundred  thousand  dollars.  No  association  shall  be 
organized  with  a  less  capital  than  one  hundred  thousand  dollars,  except  that  banks 
with  a  capitiJ  of  not  less  than  fifty  thousand  dollars  may,  with  the  approval  of  the 
Secretary  of  the  Treasury,  be  organized  in  any  place  the  population  of  which  does 
not  exceed  six  thousand  inhabitants,  and  that  banks  with  a  capital  of  not  less  than 
twenty-five  thousand  dollars  may,  with  the  approval  of  the  Secretary  of  the  Treasury, 
be  orf^anized  in  any  place  the  population  of  which  does  not  exceed  four  thousand 
inhabitants." 

Sec.  38.  That  it  shall  be  lawful  for  any  national  banking  association  to  establish 
branches  under  such  rnles  and  regulations  as  may  be  prescribed  by  the  Comptroller 
of  the  Currency,  with  the  approval  of  the  Secretary  of  the  Treasury. 

Sbc.  39.  That  so  much  of  section  fifty-one  hundred  and  eighty-two  of  the  Bevised 
Statutes  of  the  United  States  as  provides  that  the  circulating  notes  of  national  bank- 
ing associations  shall  be  received  at  par  for  all  salaries  and  other  debts  and  demands 
owing  by  the  United  States  to  individuals,  corporations,  and  associations  within  the 
United  States,  except  interest  on  the  public  debt  and  in  redemption  of  the  national 
oarrency,  be,  and  the  same  is  hereby,  repealed. 

Sec.  40.  That  section  three  hundred  and  twenty-four  of  the  Bevised  Statutes  of 
the  United  States  be  amended  so  as  to  read  as  follows :  **  There  shall  be  in  the  Depart- 
ment of  the  Treasury  a  bureau  charged,  except  as  in  this  Act  otherwise  provided, 
with  the  execution  of  all  laws  passed  by  Congress  relating  to  the  issue  and  regula- 
tion of  currency  issued  by  national  banking  associations,  the  chief  officer  of  which 
bureau  shall  be  called  the  Comptroller  of  the  Currency,  and  shall  perform  his  duties 
under  the  general  direction  of  the  Secretary  of  the  Treasury.'' 

Skc.  41.  That  tiie  examination  of  the  affairs  of  every  national  banking  association 
authorized  by  existing  laws  shall  take  place  at  least  twice  in  each  calendar  year,  and 
as  much  oftener  as  the  Comptroller  of  the  Currency  shall  consider  necessary  in  order 
to  furnish  a  full  and  complete  knowledge  of  its  condition;  and  the  person  making 
such  examination  shall  have  power  to  call  together  a  quorum  of  the  directors  of 
such  association,  who  shall,  under  oath,  state  to  such  examiner  the  character  and 
circumstances  of  such  of  its  loans  or  discounts  as  he  may  designate;  and  f^om  and 
after  the  passage  of  this  Act  all  bank  examiners  shall  receive  fixed  salaries,  the 
amount  whereof  shall  be  determined  by  the  Secretary  of  the  Treasury.  But  the 
expense  of  the  examinations  herein  provided  for  shall  be  assessed  by  the  Comptroller 
of  the  Currency  upon  the  associations  examined.  The  Comptroller  of  the  Currency 
shall  so  arrange  the  duties  of  national  bank  examiners  that  no  two  successive 
examinations  of  any  association  shall  be  made  by  the  same  examiner. 

Sxc.  42.  That  no  association  shall  hereafter  make  any  loan  or  grant  any  gratuity 
to  any  examiner  of  such  association.  Any  association  offending  against  this  provision 
shall  he  deemed  guilty  of  a  misdemeanor,  and  shall  be  fined  not  more  than  one  thou- 
sand dollars  and  a  further  sum  equal  to  the  money  so  loaned  or  gratuity  so  given; 
and  the  officer  or  officers  of  such  association  making  such  loan  or  granting  such 
gratuity  shall  be  likewise  deemed  guilty  of  a  misdemeanor,  and  shall  be  fined  not  to 
exceed  five  hundred  dollars.  And  any  examiner  accepting  a  loan  or  gratuity  firom 
any  association  examined  by  him  shall  be  deemed  guilty  of  a  misdemeanor,  and  shall 
be  fined  not  more  than  five  hundred  dollars,  and  a  further  sum  equal  to  the  money  so 
loaned  or  gratuity  given. 

Sec  43.  That  the  Comptroller  of  the  Currency,  in  addition  to  the  reports  provided 
for  by  existing  laws,  shall  have  authority  to  call  for  such  other  reports,  regular  or 
special,  as  he  may  deem  advisable;  and  such  reports  shall  be  rendered  in  such  form 
as  the  Comptroller  may  prescribe;  and  each  association  making  such  report  shall 
cause  a  copy  thereof  to  be  conspicuously  displayed  in  a  public  place  in  its  banking 
house  for  the  period  of  thirty  days  from  the  date  of  such  report;  but  nothing  herein 
contained  shall  be  construed  to  require  the  publication  of  such  additional  reports 
by  each  association  in  the  manner  prescribed  for  other  reports  now  rendered. 

Sec  44.  That  any  national  banking  association  heretofore  organized  may,  at  any 
time  within  one  year  A:om  the  passage  of  the  proposed  Act,  and  with  the  approval 
of  the  Comptroller  of  the  Currency,  be  granted,  as  herein  provided,  all  the  rights 
and  be  subject  to  all  the  liabilities  of  national  banking  associations  organized  here- 
under :  Provided,  That  such  action  on  the  part  of  such  associations  shall  be  author- 
ized by  the  consent  in  writing  of  shareholders  owning  not  less  than  two-thirds  of 
the  capital  stock  of  the  association.  Any  national  banking  association  now  organ- 
ized wbich  shall  not  within  one  year  after  the  passage  of  the  proposed  Act  become  a 
aatioiuil  banking  association  under  the  provisions  nereinbelore  stated,  and  which 
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shall  not  place  in  the  hands  of  the  Treasurer  of  the  United  States  the  sums  herein- 
before provided  for  the  redemption  and  guarantee  of  its  circulating  notes,  or  which 
shall  fail  to  comply  with  any  other  provision  of  the  proposed  act,  shall  be  dissolved; 
but  such  dissolution  shall  not  take  away  or  impair  any  remedy  against  such  corpo- 
ration, its  stockholders,  or  officers  for  any  liability  or  penalty  which  shall  have  been 
previously  incurred. 

Skc.  45.  That  any  bank  or  banking  association  incorporated  by  special  law  of  any 
State,  or  organized  under  the  general  laws  of  any  State,  and  having  a  paid-up  and 
unimpaired  capital  sufficient  to  entitle  it  to  become  a  national  banking^  association 
under  the  provisions  of  the  proposed  Act^  lUAyy  by  the  consent  in  writing  of  the 
shareholders  owning  not  less  than  two-thirds  of  the  capital  stock  of  such  bank  or 
banking  association,  and  with  the  approval  of  the  Comptroller  of  the  Currency, 
become  a  national  bank  under  this  system,  under  its  former  name  or  by  any  name 
approved  by  the  Comptroller.  The  directors  thereof  may  continue  to  be  the  direc- 
tors of  the  association  so  organized  until  others  are  elected  or  appointed  in  accord- 
ance with  the  provisions  of  the  law.  When  the  Comptroller  of  the  Currency  has 
given  to  such  bank  or  banking  association  a  certilicate  that  the  provisions  of  this 
Act  have  been  complied  with,  sncli  bank  or  banking  association,  and  all  its  stock- 
holders, offloers,  and  employees,  shall  have  the  same  powers  and  privileges,  and 
shall  be  subject  to  the  same  duties,  liabilities,  and  regulations,  in  all  respects  as 
shall  have  been  prescribed  for  associations  originally  organized  as  national  banking 
associations  under  the  proposed  Act. 

Sec.  46.  That  nothiug  contained  in  this  Act  shall  be  construed  to  alter  or  affect 
any  vested  rights  of  property  or  contract,  or  any  penalties  incurred  before  the  tak- 
ing effect  of  this  Act  or  any  part  of  it ;  and  all  provisions  of  law  inconsistent  with 
or  superseded  by  any  of  the  provisions  of  this  Act  be,  and  the  same  are  hereby, 
repealed. 


[Bxtract  from  the  report  of  the  Indianapolis  Monetary  Commiasion.] 
PIiAN  OF  CURRENCY  REFORM. 

I.— Metallic  Currency  and  Demand  Obligations. 

1.  The  existing  gold  standard  shall  be  maintained;  and  to  this  end 
the  standard  anit  of  value  shall  continue,  as  now,  to  consist  of  25.8 
grainsof  gold,  nine* tenths  fine,  or  23.22  grains  of  pure  gold,  as  now 
represented  by  the  one-tenth  part  of  the  eagle.  All  obligations  for  the 
payment  of  money  shall  be  performed  in  conformity  to  the  standard 
aforesaid;  but  this  provision  shall  not  be  deemed  to  affect  the  present 
legal-tender  quality  of  the  silver  coinage  of  the  United  States  or  of 
their  paper  currency  having  the  quality  of  legal  tender.  All  obliga- 
tions of  the  United  States  for  the  payment  of  money  now  existing,  or 
hereafter  entered  into,  shall,  unless  otherwise  expressly  provided,  be 
deemed,  and  held,  to  be  payable  in  gold  coin  of  the  United  States,  as 
defined  in  the  standard  aforesaid. 

2.  There  shall  continue  to  bo  free  coinage  of  gold  into  coins  of  the 
denominations,  weight,  fineness,  and  legal-tender  quality,  prescribed  by 
existing  laws. 

3.  No  silver  dollars  shall  be  hereafter  coined. 

4.  Silver  coins  of  denominations  less  than  $1  shall  be  coined  upon 
Government  account,  of  the  denominations,  weight,  fineness,  and  legal- 
tender  quality  prescribed  by  existing  laws. 

5.  Minor  coins  shall  continue  to  be  coined  upon  Government  account, 
of  the  denominations,  weight,  fineness,  and  legal-tender  quality  pre- 
scribed by  existing  laws. 

6.  Subsidiary  and  minor  coins  shall  be  issued  and  exchanged  as  pre- 
scribed by  existing  laws,  except  as  hereinafter  otherwise  provided. 

7.  There  shall  be  created  a  separate  division  in  the  Treasury  Depart- 
ment, to  be  known  as  the  division  of  issue  and  redemption,  under  tiie 
charge  of  an  asaifltant  treasurer  of  the  United  States,  who  ahall  be 
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appointed  by  the  President  by  and  with  the  advioe  and  consent  of  the 
filiate. 

8.  To  this  division  shall  be  committed  all  functions  of  the  Treasury 
Department  pertaining  to  the  issue  and  redemption  of  notes  or  certifi- 
cates, and  to  the  exchange  of  coins;  and  this  division  shall  have  the 
custody  of  the  guaranty  and  redemption  funds  of  the  national  banks, 
and  shall  conduct  all  the  operations  of  redeeming  national-bank  notes, 
as  prescribed  by  law;  and  to  this  division  shall  be  transferred  all  gold 
coin  held  against  outstanding  gold  certificates,  all  United  States  notes 
held  against  outstanding  currency  certificates,  all  silver  dollars  held 
against  outstanding  silver  certificates,  and  all  silver  dollars  and  silver 
bullion  held  against  outstanding  Treasury  notes  of  1890,  and  all  sub- 
Bidiary  and  minor  coins  needed  for  the  issue  and  exchange  of  such  coins, 
and  the  fdnds  deposited  with  the  Treasury  for  the  liquidation  of  national- 
bank  notes.  All  accounts  relating  to  the  business  of  this  division  shall 
be  kept  entirely  apart  and  distinct  from  those  of  the  fiscal  departments 
of  the  Treasury;  and  the  accounts  relating  to  the  national  banks  shall 
be  kept  separate  and  apart  from  all  other  accounts. 

9.  A  reserve  shall  be  established  in  this  division  by  the  transfer  to  it 
by  the  Treasurer  of  the  United  States  from  the  general  ftinds  of  the 
Treasury  of  an  amount  of  gold  in  coin  and  bullion  equal  to  25  per 
cent  of  the  aggregate  amount  of  both  the  United  States  notes  and 
Treasury  notes  issued  under  the  act  of  July  14, 1890,  outstanding,  and 
a  forther  sum  in  gold  equal  to  5  per  cent  of  the  aggregate  amount  of 
the  coinage  of  silver  dollars.  This  reserve  shall  be  held  as  a  common 
fund,  and  used  solely  for  the  redemption  of  such  notes  and  in  exchange 
for  such  notes,  and  for  silver  and  subsidiary  and  minor  coins. 

10.  It  shall  DC  the  duty  of  the  Secretary  of  the  Treasury  to  maintain 
the  gold  reserve  in  the  division  of  issue  and  redemption  at  such  sum  as 
rtiall  secure  the  certain  and  immediate  redemption  of  all  notes  and  sil- 
ver dollars  presented,  and  the  preservation  of  public  confidence;  and 
for  this  purpose  he  shall,  from  time  to  time,  as  needed,  transfer  from  the 
general  fund  of  the  Treasury  to  the  division  of  issue  and  redemption 
any  8nri>lu8  revenue  not  otherwise  appropriated ;  and  in  addition  thereto 
be  shall  be  authorized  to  issue  and  sell,  whenever  it  is  in  his  judgment 
necessary  for  that  purpose,  bonds  of  the  United  States  bearing  inter- 
est not  exceeding  3  per  cent,  running  twenty  years,  but  redeemable  in 
gold  coin,  at  the  option  of  the  United  States,  after  one  year;  and  the 
proceeds  of  all  such  sales  shall  be  paid  into  the  division  of  issue  and 
redemption  for  the  purposes  aforesaid. 

11.  To  provide  for  any  temporary  deficiency  which  may  at  any  time 
exist  in  the  fiscal  department  of  the  Treasury  of  the  United  States,  the 
Secretary  of  the  Treasury  shall  be  authorized,  at  his  discretion,  to  issue 
certificates  of  indebtedness  of  the  United  States,  payable  in  from  one 
to  five  years  after  their  date,  to  the  bearer,  of  the  denominations  of  $50 
or  multiples  thereof,  with  interest  at  a  rate  not  to  exceed  three  per 
centum  per  annum,  and  to  sell  and  dispose  of  the  same  for  lawful  money 
at  the  Treasury  Department,  and  at  the  subtreasuries  and  designated 
depositories  of  the  United  States,  and  at  such  i)ostoffices  as  he  may 
select.  And  such  certificates  shall  have  the  like  privileges  and  exeuip- 
tions  provided  in  the  act  to  authorize  the  refunding  of  the  national 
debt,  approved  July  14, 1870. 

12.  Whenever  money  is  to  be  borrowed  on  the  credit  of  the  United 
States,  the  Secretary  of  the  Treasury  shall  be  authorized,  instead  of 
issuing  the  usual  forms  of  engraved  bonds,  upon  receiving  lawful  money 
of  the  United  States  in  sums  of  not  less  than  fifty  dollars  ($50)  in  any 
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single  payment,  to  cause  a  record  of  all  such  payments  to  be  made  in 
books  to  be  kept  for  that  purpose  in  Washington,  and  thereafter,  from 
time  to  time,  to  pay  to  those  so  registered  on  such  books  interest  not 
exceeding  3  per  cent  per  annum  in  gold  coin  on  the  amount  with  which 
they  shall  severally  stand  credited  on  such  books  in  the  same  manner 
and  at  the  same  dates  as  if  they  were  the  holders  and  owners  of  regis 
tered  bonds  of  the  United  States;  and  he  shall  also  pay  to  those  so  reg- 
istered the  principal  sum  originally  deposited  in  gold  coin,  at  the  date 
of  maturity  of  such  inscribed  loans.  Suitable  arrangements  shall  be 
made  at  each  and  every  money-order  post-office  in  the  United  States 
for  receiving  such  payments  into  the  Treasury  on  like  terms,  as  well 
for  the  transfer,  on  proper  identification,  of  any  inscription  on  the  books 
in  Washington,  or  of  any  part  thereof  not  less  than  fifty  dollars  ($50). 
No  interest  shall  accrue  or  be  paid  on  inscriptions  which  shall  have 
been  reduced  below  fifty  dollars  ($50).  No  charge  of  any  kind  shall  be 
made  by  any  Department  or  officer  of  the  Government  for  any  service 
in  connection  with  the  receipt  or  transmission  of  the  lawful  money,  nor 
in  the  transfer  of  inscriptions  on  the  books  at  Washington. 

13.  The  division  of  issue  and  redemption  shall  on  demand  at  Wash- 
ington, and  at  such  subtreasuries  of  the  United  States  as  the  Secretary 
of  the  Treasuiy  may  from  time  to  time  designate — 

{a)  Pay  out  gold  coin  for  gold  certificates. 

(ft)  Pay  out  gold  coin  in  redemption  of  United  States  notes  or  Treas- 
ury notes  of  1890. 

(c)  Pay  out  silver  dollars  for  silver  certificates  of  any  denomination. 

(a)  Issue  silver  certificates  of  denominations  of  $1,  $2,  and  $5,  in 
exchange  for  silver  dollars  and  for  silver  certificates  in  denominations 
above  $5. 

(e)  Pay  out  gold  coin  in  exchange  for  silver  dollars. 

(/)  Pay  out  silver  dollars  iu  exchange  for  gold  coin,  United  States 
notes  or  Treasury  notes. 

{g)  ^^7  out  United  States  notes  or  Treasury  notes,  not  subject  to 
immediate  cancellation,  in  exchange  for  gold  coin. 

\Jh)  Pay  out  and  redeem  subsidiary  and  minor  coins  as  provided  by 
existing  laws. 

[i)  Pay  out  United  States  notes  in  exchange  for  currency  certificates. 

.4.  United  States  notes  or  Treasury  notes  once  redeemed  shall  not 
be  paid  out  again  except  for  gold  coin  unless  there  shall  be  an  accu- 
mulation of  such  notes  in  the  division  of  issue  and  redemption  which 
can  not  then  be  cancelled  under  the  provisions  of  the  act,  in  which  case 
the  Secretary  of  the  Treasury  shall  have  authority,  if  in  his  judgment 
that  course  is  necessary  for  the  public  welfare,  to  invest  the  same,  or 
any  portion  thereof,  in  bonds  of  the  United  States  for  the  benefit  of 
the  redemption  iund,  such  bonds  to  be  held  in  the  division  of  issue 
and  redemption,  subject  to  sale  at  the  discretion  of  the  Secretary  of 
the  Treasury  for  the  benefit  of  the  division  of  issue  and  redemption, 
and  not  for  any  other  purpose. 

15.  The  Secretary  of  the  Treasury  shall  be  authorized  to  sell  from 
time  to  time,  in  his  discretion,  any  silver  bullion  in  the  division  of 
issue  and  redemption,  and  the  proceeds  in  gold  of  such  sales  shall  be 
placed  to  the  account  of  the  gold  reserve  in  the  division  of  issue  and 
redemption. 

16.  The  gold  certificates  and  the  currency  certificates  shall,  whenever 
presented  and  paid  or  received  in  the  Treasury,  be  retired  and  not 
reissued. 


i! 
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17.  No  United  States  note  or  Treasury  note  of  1890  of  a  denomina- 
tion less  than  $10  shall  hereafter  be  issaed ;  and  silver  certificates  shall 
hereafter  be  issued  or  paid  out  only  in  denominations  of  $1,  $2,  and  $6 
against  silver  dollars  held  by  or  deposited  in  the  Treasury. 

18.  The  Assistant  Treasurer  in  charge  of  the  division  of  issue  and 
redemption  shall,  on  demand,  pay  in  gold  coin  all  United  States  notes 
and  Treasury  notes  presented  for  payment,  and  as  paid  cancel  the 
same  up  to  the  amount  of  $50,000,000.  After  that  amount  shall  have 
been  paid  and  cancelled,  he  shall  then  from  time  to  time  cancel  such 
further  amounts  of  notes  so  paid  as  shall  equal,  but  not  exceed,  the 
increase  of  national  bank  notes  issued  subsequent  to  the  taking  effect 
of  the  proposed  act. 

19.  If  at  the  eud  of  five  years  next  after  the  taking  effect  of  the  pro- 
posed act  any  United  States  notes  or  Treasury  notes  shall  be  outstand- 
ing, a  sum  not  exceeding  one-fifth  of  such  outstanding  amount  shall  be 
retired  and  cancelled  each  year  thereafter;  aod  at  the  end  of  ten  years 
after  the  passage  of  the  proposed  act  the  United  States  notes  and 
Treasury  notes  then  outstanding  shall  cease  to  be  legal  tender  for  all 
debts  public  and  private,  except  for  dues  to  the  United  States. 

20.  The  Secretary  of  the  Treasury  may,  in  his  discretion,  transfer 
from  surplus  revenue  in  the  gCDcral  Treasury  to  the  division  of  issue 
and  redemption  any  United  States  notes  or  Treasury  notes  which  on 
such  transfer  could  then  lawfully  be  cancelled  under  the  provisions  of 
the  proposed  act  if  they  had  been  redeemed  on  presentation :  and  when 
so  transferred  the  same  shall  be  cancelled.  The  Secretary  of  the  Treas- 
ury, in  his  discretion,  whenever  there  may  be  United  States  notes  or 
Treasury  notes  in  the  general  Treasury  which  are  not  available  as  sur- 
plus revenue,  and  which  upon  transfer  to  the  division  of  issue  and 
redemption  could  then  lawfully  be  cancelled  under  the  provisions  of 
the  act,  may  exchange  such  notes  with  the  division  of  issue  and 
redemption  for  gold  coin,  and  such  notes  shall  thereupon  be  cancelled. 

21.  AH  vested  rights  of  property  or  contract,  and  all  penalties 
incurred  before  the  taking  effect  of  the  proposed  act  or  any  part  of  it, 
shall  not  be  affected  by  the  passage  thereof;  and  all  provisions  of  law 
inconsistent  with  any  of  the  provisions  of  the  proposed  act  should  be 
repealed. 

n.— BANKXNa  System. 

22.  The  total  issues  of  any  national  bank  shall  not  exceed  the 
amount  of  its  paid-up  and  unimpaired  capital,  exclusive  of  so  much 
thereof  as  is  invested  In  real  estate.  All  such  notes  shall  be  of  uniform 
design  and  quality,  and  shaU  be  made  a  first  lien  upon  all  the  assets 
of  the  issuing  bank,  including  the  personal  liability  of  its  stockholders. 
No  such  notes  shall  be  of  less  denomination  than  $10. 

23.  Up  to  an  amount  equal  to  25  per  cent  of  the  capital  stock  of  the 
bank  (the  whole  of  its  capital  being  unimpaired),  the  notes  issued  by  it 
shall  not  exceed  the  value  of  United  States  bonds,  to  be  fixed  as  here- 
inafter provided,  deposited  with  the  Treasurer  of  the  United  States. 
The  additional  notes  authorized  may  be  issued  without  further  deposit 
of  bonds. 

Beginning  five  years  after  the  passage  of  the  proposed  act,  the 
amount  of  bonds  required  to  be  deposited  before  issuing  notes  in  excess 
thereof  shall  be  reduced  each  year  by  one-fifth  of  the  25  per  cent  of 
capital  herein  provided  for;  and  thereafter  any  bank  may  at  any  time 
withdraw  any  bonds  deposited  in  excess  of  the  requirements  hereof 

CUB         5 
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24.  Every  natioDal  bank  shall  pay  a  tax  at  the  rate  of  2  per  cent  per 
annum,  payable  monthly,  upon  the  amount  of  its  notes  outstanding  in 
excess  of  60  per  cent  and  not  in  excess  of  80  per  cent  of  its  capital, 
and  a  tax  at  the  rate  of  6  i>er  cent  per  annum,  x)ayable  monthly,  upou 
the  amount  of  its  notes  outstanding  in  excess  of  80  per  cent  of  its 
capital. 

25.  Any  bank  may  deposit  any  lawful  money  with  the  Treasurer  of 
the  United  States  for  the  retirement  of  any  of  its  notes:  and  every 
such  deposit  shall  be  treated  as  a  reduction  of  its  outstanaing  notes  to 
that  extent;  and  the  tax  above  provided  for  shall  cease  as  of  the  flrst 
a£  the  following  month  on  an  equal  amount  of  its  notes. 

26.  The  Secretary  of  the  Treasury  shall  annually  fix  the  value  of  each 
series  of  bonds  of  the  United  States  bearing  a  rate  of  interest  exceediDg 
3  per  cent,  as  equalized  upon  the  rate  of  interest  of  3  per  cent  per 
annum,  and  such  valuation  as  iixed  by  the  Secretary  on  this  basis  shall 
be  the  valuation  at  which  the  bonds  will  be  receivable  upon  deposit 
Bonds  payable  at  the  option  of  the  Government  shall  be  receivable  at 
95  per  cent  of  their  then  market  value  as  determined  by  the  8ecretary 
of  the  Treasury.  If  any  bonds  shall  be  issued  hereafter,  payable  at  a 
date  named  and  bearing  interest  at  3  per  cent  or  less,  they  shall  be 
receivable  at  par. 

27.  The  Comptroller  of  the  Currency  shall  from  time  to  time,  as  called 
for,  issue  to  any  bank  the  capital  of  which  is  full-paid  and  unimpaired, 
any  of  the  notes  herein  elsewhere  provided  tor  on  the  payment  to  the 
Treasurer  of  the  United  States,  in  gold  coin,  of  5  per  cent  of  the  amount 
of  notes  thus  called  for,  which  payments  shall  go  into  the  common 
guaranty  fund  for  the  prompt  payment  of  the  notes  of  any  defaulted 
national  bank.  Upon  the  failure  of  any  bank  to  redeem  its  notes  they 
shall  be  paid  from  the  said  guaranty  fund,  and  forthwith  proceedings 
shall  be  taken  to  collect  from  the  assets  of  the  bank  and  from  the  stock- 
holders thereof,  if  necessary,  a  sum  sufficient  to  repay  to  said  guaranty 
fund  the  amount  thereof  that  shall  have  been  used  to  redeem  said  notes, 
and  also  such  further  sum  as  shall  be  adequate  to  the  redemption  of  all 
the  unpaid  notes  of  said  bank  outstanding. 

28.  Persons  who,  having  been  stockholders  of  the  bank,  have  trans- 
ferred their  shares,  or  any  of  them,  to  others,  or  registered  the  transfer 
thereof  within  sixty  days  before  the  commencement  of  the  suspension 
of  payment  by  the  bank,  shall  be  liable  to  all  calls  on  the  shares  held 
or  subscribed  for  by  them,  as  if  they  held  such  shares  at  the  time  of 
suspension  of  payment,  saving  their  recourse  against  those  by  whom 
such  shares  were  then  actually  held.  So  long  as  any  obligation  of  the 
bank  shall  remain  unsatisfied,  the  liability  of  each  stockholder  shall 
extend  to,  but  not  exceed  in  the  whole,  an  amount  equal  to  the  par  of 
his  stock. 

29.  If  the  said  guaranty  fund  of  5  per  cent  of  all  the  notes  outstand- 
ing shall  become  impaired,  by  reason  of  payments  made  to  redeem  said 
notes  as  herein  provided,  the  Comptroller  of  the  Currency  shall  make 
an  assessment  upon  all  the  banks  in  proportion  to  their  notes  then 
outstanding  sufficient  to  make  said  fund  equal  to  5  per  cent  of  said 
outstanding  notes. 

Any  bank  may  deposit  any  lawful  money  with  the  Treasurer  of  the 
United  States  for  the  retirement  of  any  of  its  notes;  or  return  it<s  own 
notes  for  cancellation ;  whereupon  the  Comptroller  shall  direct  the  repay- 
ment to  such  bank  of  whatever  sum  may  be  the  unimpaired  portion  of 
said  bank's  contribution  to  the  guaranty  fund  on  account  of  said  notes. 

Any  x>ortion  of  the  guaranty  fund  may  be  invested  in  United  States 
bonds  in  the  discretion  of  the  Secretary  of  the  Treasury. 
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The  taxes  on  circulation,  provided  for  in  paragraph  24,  as  well  as  the 
interest  accmiDg  from  investment  of  any  part  of  the  guaranty  fund, 
shall  be  held  in  the  Division  of  Issue  and  Bedemption  in  gold  coin  or 
in  United  States  bouds,  in  the  discretion  of  the  Secretary  of  the  Treas- 
ury, and  shall  be  a  fund  supplementary  and  in  addition  to  the  guar- 
anty fund,  to  be  used  only  in  case  said  guaranty  fund  shall  ever  become-^ 
\  insufficient  to  redeem  any  bank  notes  issued  hereunder,  and  it  shall 
^  not  be  taken  into  account  in  estimatin  g  the  amount  of  assessipents  neces- 

sary to  replenish  said  guaranty  ftind  or  in  repayments  to  banks  of  their 
contributions  to  the  guaranty  fund. 

do.  The  present  system  of  national  bank-note  redemption  should  be 
continued,  with  a  constantly  maintained  redemption  fund  of  5  per  cent 
in  gold  coin,  and  with  power  conferred  on  the  Comptroller  of  the  Cur- 
rency, with  the  approval  of  the  Secretary  of  the  Treasury,  to  establish 
additional  redemption  agencies  at  any  or  all  of  the  subtreasuries  of 
the  United  States,  as  he  may  determine. 

31.  So  much  of  the  provisions  of  existing  law  as  require  each  national 
bank  to  receive  at  par,  in  payment  of  debts  to  it,  the  notes  of  other 
national  banks,  and  making  such  notes  receivable  at  par  in  payment  of 
all  dues  to  the  United  States  except  duties  on  imports,  shall  be  extended 
to  cover  notes  issued  under  the  proposed  plan. 

S2.  National  banks  shall  hold  reserves  in  lawful  money  against  their 
deposits  of  not  less  than  25  per  cent  and  15  per  cent  for  the  respective 
classes  as  now  provided  by  law,  at  least  one-fourth  of  which  reserve 
shall  be  in  coin,  and  held  in  the  vanlts  of  the  bank.  Neither  the  5  per 
cent  redemption  fund  nor  the  5  per  cent  guaranty  fund  shall  be  counted 
as  part  of  the  reserve  required.  No  bank  shall  count  or  report  any  of 
its  own  notes  as  a  part  of  its  cash  or  cash  assets  on  hand. 

33.  Permit  the  organization  of  national  banks  with  a  capital  stock  of 
#25,000  in  places  of  four  thousand  population  or  less. 

34.  Provision  should  be  made  whereby  branch  banks  may  be  estab- 
lished with  the  consent  of  the  Comptroller  of  the  Currency  and  approval 
of  the  Secretary  of  the  Treasury. 

35.  For  the  purpose  of  meeting  the  exx>enses  of  the  Treasury  in  con- 
nection with  the  national-bank  system,  a  tax  of  one-eighth  of  1  per 
cent  per  annum  upon  its  franchise,  as  measured  by  the  amount  of  its 
capital,  surplus,  and  undivided  profits,  shall  be  imposed  upon  each 
bank. 

36.  So  amend  existing  laws  as  to  provide — 

(a)  For  more  frequent  and  thorough  examinations  of  banks. 

(b)  For  fixed  salaries  for  bank  examiners. 

(c)  To  provide  for  rotation  of  examiners. 

(d)  For  public  reports,  regular  or  special,  at  the  call  of  the  Comp- 
troller of  the  Currency. 

(e)  To  make  it  penal  for  any  bank  to  loan  money,  or  grant  any  gra- 
tuity, to  an  examiner  of  that  bank,  and  penal  for  such  examiner  to 
receive  it. 

37.  Any  national  banking  association  heretofore  organized  may  at  any 
time  within  one  year  from  the  passage  of  the  prox>os^  act,  and  with  the 
approval  of  the  Comptroller  of  the  Currency,  be  granted,  as  herein 
provided,  all  the  rights  and  be  subject  to  all  the  liabilities  of  national 
banking  associations  organized  hereunder:  Provided,  that  such  action 
on  the  part  of  snch  associations  shall  be  authorized  by  the  consent  in 
writing  of  shareholders  owning  not  less  than  two-thirds  of  the  capital 
stock  of  the  association. 

38.  Any  national  banking  association  now  organized  which  shall  notL 
one  year  after  the  passage  of  the  propos^  act,  become  a  national 
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baDkiDg  association  auder  the  provisions  hereinbefore  stated,  and  which 
shall  not  place  in  the  hands  of  the  Treasarer  of  the  United  States  the 
sums  hereinbefore  provided  for  the  redemption  and  guarantee  of  its 
circulating  notes,  or  which  shall  fail  to  comply  with  any  other  provision 
of  the  proposed  act,  shall  be  dissolved ;  but  such  dissolution  shall  not 
take  away  or  impair  any  remedy  against  such  corporation,  its  stock- 
holders or  officers,  for  any  liability  or  penalty  which  shall  have  been 
previously  incurred. 

39.  Any  bank  or  banking  association  incorporated  by  special  law  of 
any  State,  or  organized  under  the  general  laws  of  any  State,  and  having 
a  paid-up  and  unimpaired  capital  sufficient  to  entitle  it  to  become  a 
national  banking  association  under  the  provisions  of  the  proposed  act, 
may,  by  the  consent  in  writing  of  the  shareholders  owning  not  less  than 
two-thirds  of  the  capital  stock  of  such  bank  or  banking  association, 
and  with  the  approval  of  the  Comptroller  of  the  Currency,  become  a 
national  bank  under  this  system,  under  its  former  name  or  by  any  name 
approved  by  the  Comptroller.  The  directors  thereof  may  continue  to 
be  the  directors  of  the  association  so  organized  until  others  are  elected 
or  appointed  in  accordance  with  the  provisions  of  the  law.  When  the 
Comptroller  of  the  Currency  has  given  to  such  bank  or  banking  asso- 
ciation a  certificate  that  the  provisions  of  this  act  have  been  complied 
with,  such  bank  or  banking  association,  and  all  its  stockholders,  officers 
and  employees,  shall  have  the  same  powers  and  privileges,  and  shall  be 
subject  to  the  same  duties,  liabilities,  and  regulations,  in  all  respects,  as 
shall  have  been  prescribed  for  associations  originally  organized  as 
national  banking  associations  under  the  proposed  act. 


This  plan  is  based  in  its  main  features  upon  principles  which  are  con- 
ceived to  be  fundamental  and  unchangeable,  and  wliich  never  have 
been  and  never  can  be  departed  from  without  disaster.  Its  methods 
and  details  are  of  course  capable  of  considerable  variation  consistently 
with  these  principles.  The  methods  suggested  have  been  reached  after 
very  careful  inquiry  and  study,  and  it  is  thought  that  they  will  prove 
to  be  practical  and  adequate  to  the  realization  of  a  safe  and  steady 
system  of  finance  and  currency,  in  which  all  the  people  of  our  country, 
of  whatever  calling  or  political  opinion,  are  equally  and  most  deeply 
interested. 

All  of  which  is  respectfully  submitted. 

Obobob  F.  Edmunds, 

Chairman* 

Oeobge  E.  Lbighton, 

Vice-Ohairman. 
T.  G.  Bush. 
W.  B.  Dban. 
Charles  S.  Faibohild. 
Stuyvesant  Fish. 
J.  W.  Fbibs. 
C.  Stuabt  Pattebson. 
BoBBBT  S.  Taylor. 
Washington,  December  17.y  1897. 

I  sign  except  as  to  provisions  relating  to  metallic  currency  and  certifi- 
cates issued  thereon. 

Louis  A.  Gabnett. 


CHANGES   IN   THE   CURRENCY   SYSTEM.  69 

Tbe  nndersigned,  while  heartily  agreeing  in  general  to  the  above 
plau,  dissents  from  the  principle  involved  in  section  14,  by  which  the 
Secretary  of  the  Treasary  is  empowered  to  reissue  United  States  notes 
in  purchase  of  bonds,  believing  that  the  increase  of  the  circulation 
should  not  be  left  to  the  decision  of  Government  officials;  that  no  offi- 
cial should  be  exposed  to  the  pressure  which  would  thereby  be  created; 
that  the  issue  of  gold  in  redemption  of  the  notes  would  prevent  con- 
traction, and  that  it  is  inconsistent  with  the  principles  on  which  an 
elastic  bank  currency  has  been  recommended,  because  notes  should  not 
be  issued  by  the  Government  in  an  emergency  when  bank  issues  have 
been  above  provided  for  exactly  such  an  occasion. 

J.  LAUEENOB  LAUaHLIN. 


8TATEMEHT  OF  HON.  OEOEOE  F.  EDMUNDS,  CHAIBMAN  OF  THE 
MONETARY  COMMISSION,  AND  FOBMEBLT  UNITED  STATES  SEN- 
ATOR FROM  VERMONT. 

Mr.  Chairman  and  gentlemen  of  the  committee,  we  have  come  here 
this  morning  at  your  kind  invitation  to  explain  in  such  a  way  as  you 
may  think  desirable  the  work  which  we  have  undertaken  to  perform, 
at  the  request  of  the  Indianapolis  convention.  The  report  which  we 
have  made,  and  which  is  in  print,  gbes  briefly,  although  fully  in  respect 
to  the  position  of  the  subject  and  into  the  ^ound  work  upon  which 
tbe  bill  which  the  commission  framed,  rests.  So  I  do  not  know  how 
far  the  committee  would  wish  to  occupy  time  in  my  going  over  the 
subject. 

Except  we  come  down  to  specific  matters  of  method  and  detail, 
which  I  should  not  wish  to  go  into  without  further  comparison  with 
other  bills  besides  the  one  we  framed,  I  can  not  say  much  that  does 
not  appear  in  our  printed  report,  which  we  have  endeavored  to  make 
so  brief  that  it  can  be  read  even  by  gentlemen  who  are  pressed  by  a 
great  many  things. 

STANDARD  OF  VALUE  THE  FUNDAMENTAL  PKOPOSITION. 

You  will  see  that  the  fundamental  proposition  upon  which  we  start, 
and  which  we  believe  to  be  the  foundation  of  any  procedure  that  is  to 
be  had,  is  first  to  know  what  the  standard  of  value  in  this  country  is 
and  is  to  be.  There  are,  of  course,  three  or  four  different  views  about 
that  among  different  people.  Some  people  believe,  and  I  am  one  of 
them,  that  it  is  impossible  to  have  more  than  one  standard  of  value  at 
the  same  time  for  anything  whatever  in  this  world,  as,  we  are  taught 
also,  it  is  in  the  next.  If  you  are  to  have  one  standard,  which  would 
apparently  go  without  saying,  then  the  question  would  be,  What  is  the 
best  standard? 

The  best  standard,  according  to  the  experience  of  nations,  as  well  as 
according  to  the  philosophy  of  common  sense,  is  that  which  is  least 
likely  to  change,  and  one  in  conformity  with  which  all  contracts 
between  men  can  be  adjusted,  and  which,  when  the  contract  comes  to 
be  performed  at  a  distance  in  time  after  the  time  when  it  was  made, 
will  mean  the  same  thing  then  that  it  did  when  made.  If  two  men 
agree  to  exchange  farms,  for  instance,  each  one  knows  exactly  what 
he  is  going  to  get.    If  a  man  engages  to  deliver  a  thousand  bales  of 
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cotton  next  May,  of  a  described  grade,  the  purchaser  would  know  then 
exactly  what  he  is  going  to  have,  and  the  seller  woald  know  exactly 
what  he  has  to  deliver.  Now,  the  commission  have  thought  that  that 
principle — which  is  obvious  common  sense,  and  which  it  would  be  a 
waste  of  time  to  express  if  there  were  not  a  difference  of  opinion  about 
it  in  this  country — relates  to  the  standard  of  value,  just  as  certainly, 
both  in  philosophy  and  in  human  experience,  as  it  does  to  a  specific 
article  about  which  a  contract  is  made;  and  we  are  perfectly  confident 
in  the  belief  that  there  never  has  been  in  this  world  anywhere  a  double 
standard  of  value  of  money. 

THE  DOUBLE  STANDARD  OF  VALUE. 

There  have  been  double  standards  enacted  by  law,  but  when  it 
comes  to  the  fact  of  actual  practice  among  men  there  never  has  been 
but  one  standard,  and  there  never  can  be  but  one.  Our  own  experi- 
ence in  this  country — ^although  we  attempted  to  create  a  double  stand- 
ard by  legislation  at  one  time,  but  it  was  corrected  so  soon  nobody 
was  harmed  by  it — demonstrates  that  proposition.  We  had  by  law 
a  double  standard,  as  it  was  called,  the  silver  dollar  and  the  gold 
dollar,  or  $10  or  $5,  which  amounts  to  the  same  thing.  That  standard 
was  established  upon  the  theory  that  I  have  named,  that  you  can  have 
two  metals,  and  so  long  as  they  bear  precisely  the  same  relation  to 
each  other  then  you  have  what  you  call  a  double  standard,  but  as  a 
matter  of  fact  there  is  only  one  standard,  because  if  they  were  perfectly 
equal  there  would  be  only  one. 

And  so  our  fathers,  as  you  know — and  I  am  ashamed  to  take  up  your 
time  in  talking  about  this,  but  it  seems  to  be  necessary  at  the  start — 
our  fathers  took  the  utmost  pains  to  take  exactly  the  number  of  grains 
of  gold,  and  exactly  the  number  of  grains  of  silver  that  were  worth  pre- 
cisely the  same  in  the  world  at  that  time.  They  did  it  for  that  reason ; 
because  they  knew  you  could  not  have  two  standards  of  separate 
intrinsic  value.  That,  then,  was  established.  The  amount  of  silver  in 
the  silver  dollar  was  worth  exactly  what  the  amount  of  gold  in  the  gold 
dollar  was  worth.  Things  went  on  for  several  years  and  the  market 
value  of  the  two  metals  kept  in  that  proportion,  but  by  and  by  there 
came  a  difference  in  the  market  value  of  those  two  metals  of  1  or  2 
or  3  per  cent.  My  recollection  is  that  silver  first  was  worth  a  little 
more  than  gold  upon  the  ratio  which  had  been  established.  But  no 
matter  which  way  it  was,  our  fathers  saw  it  would  not  do  to  have  it 
go  on  that  way,  because  they  knew  they  could  not  have  two  standards 
of  separate  intrinsic  value,  and  they  proceeded  to  change  that  again  so 
as  to  correspond  or  agree  with  the  commercial  value  of  the  two  metals. 

It  went  on  for  several  years  in  that  way,  and  after  a  time  there  was 
another  variation,  as  there  is  in  every  sort  of  commodity — and  there  is 
nothing  sacred  or  peculiar  about  those  two  metals  any  more  than  there 
is  about  iron  or  copper  or  wheat — and  then  our  fathers  in  time  changed 
back  again  so  as  to  make  the  intrinsic  value  the  same,  as  the  relation 
of  25  to  412  or  whatever  it  is.  They  made  that  change  because  they 
saw  that  even  that  slight  variation  made  one  of  those  metals  cease  to 
be  used  by  the  people.  They  kept  the  money  that  was  most  valuable 
and  put  out  that  which  was  the  least  valuable,  and  the  money  that  was 
most  valuable  gradually  disappeared  from  circulation. 

So,  I  say,  we  have  had  in  this  country  two  instances  of  the  impossi- 
bility of  having  two  separate  standards  of  value,  unless  those  two 
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tJiingB  which  are  made  the  standards  of  value  are  kept  upon  precisely 
the  same  commercial  value  and  equality  so  far  as  regards  the  stuff  thai; 
is  in  them. 

THE  BXPBRIENOB  OF  THE  NATIONS. 

Such  also,  we  think,  is  the  experience  of  every  civilized  nation.  It 
has  been  tried  in  England.  In  the  old  times,  which  are  historic,  when 
the  English  sovereign  got  short  of  money  he  thought  it  would  be  a 
convenient  thing  and  a  good  thing  for  him  to  put  his  stamp  on  some 
money  and  make  it  legal  tender,  putting  less  silver  in  it  than  had  been 
put  in  it  theretofore,  coining  the  crown  and  other  pieces  of  money  with 
more  alloy — debased,  as  you  would  call  it.  He  thought  that  would  be 
a  good  idea,  and  he  did  that.  That  raised  prices  for  everything  except 
the  price  of  labor.  Labor  continued  to  get  the  same  price  as  before, 
but  when  the  laborer  went  to  buy  bread  he  found  that  the  bread  seller 
would  not  take  his  money  except  at  its  real  intrinsic  value,  and  then 
penalties  were  imposed  by  the  Government,  and  the  thing  went  on — ^to 
make  a  short  story  of  it— until  riots  and  disturbances  became  frequent. 
That  is  always  the  way  it  works.  A  debased  currency  always  works 
the  greatest  hardships  ui>on  the  laboring  and  poorer  classes.  Finally 
they  had  to  give  up  that  practice. 

Spain  tried  it,  I  think  at  a  later  period,  when  she  was  a  strong 
nation — stronger  than  now — and  when  her  flag  was  everywhere.  She 
thought  she  could  increase  her  wealth  and  currency  by  debasing  the 
coin,  putting  in  more  alloy,  calling  in  those  coins  that  were  out  and 
recoining  them.  The  people  would  not  take  that  money  except  at  its 
real  value.  Additional  severe  i)enalties  were  imposed,  and  further  dis- 
turbances took  place  until^  according  to  Spanish  fashions  of  that  day — 
I  say  nothing  about  Spain's  present  fashions— extreme  measures  of 
cruelty  and  personal  punishment  and  imprisonment,  and  I  do  not  know 
bat  death,  at  last — I  think  so,  but  I  wiU  not  be  sure  about  that — ^all 
these  penalties  were  imposed  upon  the  people  and  still  they  refused  to 
take  that  kind  of  money  at  its  nominal  value  and  continued  to  take  it 
at  its  real  value.    Of  course  that  effort  on  the  part  of  Spain  collapsed. 

Later  on  France  tried  a  similar  course — not  on  coinage,  but  on  paper, 
which  r^ly  amounts  to  the  same  thing.  You  all  know  of  the  famous 
instance  of  the  assignats,  secured  on  the  principle  of  a  state  bank  like 
Bnssia — that  is,  on  the  real  property  of  the  country.  France  had  a 
great  deal  of  real  property  then  belonging  to  the  Government,  and  out 
went  the  paper  money.  That  very  soon  came  to  be  discreditea  and  fell 
off  in  its  value  as  compared  to  the  other  money  of  the  country,  and 
then  there  was  a  scarcity,  because  it  took  a  great  deal  more  money  to 
pay  the  same  thing,  and  money  was  scarcer  than  it  was  before  all  the 
good  money  disiq[)peared  from  circulation.  Then  more  was  put  out — 
just  as  some  people  in  our  country  not  long  since  thought  it  was  neces- 
sary to  put  out  more  and  more  of  the  Government  notes  in  order  to 
ease  the  people,  instep  of  calling  them  in.  As  a  matter  of  course,  that 
^stem  collapsed,  after  great  harm  of  the  great  body  of  the  people  of 
l^rance. 

GOLD  PREFERRED  FOR  THE  STiiNDARD  OF  VALUE. 

That,  we  think,  is  human  experience.  We  have  this  continuous  exjie- 
rience.  We  think  there  is  no  instance  in  the  history  of  the  world  where 
any  other  result  has  obtained.  We  therefore  thought  it  indispensable 
to  the  welfare  of  this  country  that  we  should  have  the  same  standard. 
We  thought  that  gold  was  preferable  to  silver  for  the  reason  that  the 
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standard  should  be  the  one  least  liable  to  change;  and  the  prodaction 
of  gold  is  more  steady  and  eqaal,  year  by  year  and  century  by  centnry, 
and  much  less  in  quantity  than  silver,  so  that  the  value  of  gold  in  the 
markets  of  the  world  as  bullion  has  never  varied  to  anything  like  the 
extent  that  silver  has  varied.  Silver  would  be  preferred  to  copper  if 
there  were  no  gold  in  existence,  for  the  same  reason  that  copper  can  be 
produced  so  much  more  abundantly,  and  the  market  could  be  over- 
stocked with  copper.  So  the  intrinsic  values  of  the  metals  throughont 
the  world  has  changed  up  and  down  according  to  the  production  of  dif- 
ferent years,  the  production  of  gold  and  silver,  for  instance,  being  more 
this  year  than  next  year,  and  so  on. 

We  thought  it  clear,  not  because  silver  is  not  as  durable  as  gold  and 
almost  as  free  from  corrosion,  and  that  sort  of  thing,  but  because  we 
thought  the  fundamental  principle  is  that  the  standard  should  be  the 
most  perfectly  fixed  and  steady  thing  of  value  that  could  be  found,  and 
because  of  human  experience  that  no  law  can  force  a  double  standard 
in  fact;  and  in  all  the  experience  and  philosophy  of  men  a  single  stand- 
ard for  everything  is  all  that  the  people  who  do  business  in  the  world 
have  ever  had.    That  brought  us  to  the  gold  standard. 

To  my  mind,  and,  I  think,  to  the  minds  of  the  commission,  that  did 
not  by  any  means  imply  a  rejection  of  bimetallism,  or  a  rejection  of  the 
use  of  copper  or  nickel  or  silver  as  money,  or  any  other  thing  that  has 
an  intrinsic  value,  just  as  far  as  that  use  was  consistent,  referring  every- 
thing to  a  single  standard  of  some  kind  of  a  met-al. 

FIBST  PBINCIPLB  OF  THE  COMMISSION  BILL. 

That  led  us  to  the  first  proposition  in  this  bill.  Of  course  it  follows 
as  a  consequence  that  the  coinage  of  the  silver  dollar,  unless  it  should 
be  brought  back,  as  our  fathers  brought  it,  to  its  exact  relation  accord- 
ing to  its  intrinsic  value  to  gold,  could  not  go  on.  If  we  were  to  put  any 
number  of  grains  of  silver  in  a  dollar,  so  the  metal  in  it  would  be  worth 
exactly  as  much  as  the  gold  dollar,  then  you  would  have  bimetallism,  and 
if  you  chose  to  say  so,  by  law,  you  could  have  a  legal  double  standard, 
which  would  be  a  double  standard,  so  long  as  the  metals  kept  exactly 
alike,  but  which  would  be  a  single  standard  in  practice  the  moment 
either  metal  departed  from  the  other  downward.  If  gold  departed 
down  from  that  proportion  of  silver  in  the  silver  dollar,  then  gold  would 
be  the  paying-out  thing  that  everybody  would  use,  and  the  silver  dollar 
would  disappear,  as  it  did  once  before.  If  it  were  the  other  way,  as  our 
human  experience  leads  us  to  suppose  it  will  be,  for  some  time  to  come, 
at  least,  then  the  gold  would  disappear,  and  the  depreciated  silver  dol- 
lar would  take  its  place  in  transactions,  but  all  referred  to  its  real  value 
in  a  standard,  the  pieces  of  which  have  been  kept  in  the  pockets  of  the 
people  or  in  banks.  That,  therefore,  explains  the  principle  on  which 
the  commission  felt  itself  bound  to  report,  with  no  prejudices,  with  no 
politics,  with  no  private  objects,  so  far  as  I  am  aware,  but  representing 
the  business  and  knowing  the  habits  and  necessities  of  the  various 
parts  of  the  country  from  which  they  came. 

UNITED  STATES  NOTES. 

The  next  question  is  the  value  of  the  United  States  and  Treasury 
notes — we  broadly  use  the  words  United  States  notes. 

We  have  been  under  the  impression,  after  a  most  careful  examination, 
that  it  is  not  a  part  of  the  function  of  the  Government — the  wi.se  ruticlion 
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of  tbe  Government — ^to  pat  ont  any  obligations  that  it  is  liable  to  pay  on 
call.  That  we  thought  fundamental  in  the  principle  of  a  Government 
as  distinguished  fi'om  a  bank  or  a  capitalist,  and  by  a  capitalist  I  mean 
a  working  man  who  has  got  $10  ahead  which  he  can  lend  to  his  neigh- 
bor and  have  $5  to  buy  a  barrel  of  Hour  with,  just  as  much  as  I  do  a 
Vanderbilt  or  a  Gould.  Everybody  who  has  any  money  to  spare  is  a 
capitalist.  Now,  the  moment  he  lends  his  own  money  to  a  borrower, 
the  borrower  is  supposed  to  use  that  money  in  some  transaction,  and  to 
have  some  security  behind  it.  When  a  bank  issues  its  own  notes,  which 
are  a  call  thing,  they  are  payable  on  demand  and  are  like  the  note  of 
an  individual.  When  a  man  gives  his  note  for  money  borrowed  it  is 
supposed  to  be  based  on  goods,  or  a  mine,  or  a  manufacturing  enter- 
prise, or  whatever  it  may  be,  behind  tha,.t  note. 

But  when  the  United  States  pays  out  one  of  its  notes  it  does  not  take 
the  note  of  somebody  else  to  replenish  itself  with — it  does  not  take 
100  bales  of  cotton,  for  instance,  but  it  pays  a  debt.  It  has  given  its 
note,  payable  on  demand,  for  a  debt  and  there  is  nothing  in  the  Treas- 
ury to  show  for  it  because  the  goods  ijb  has  bought  have  been  consumed 
in  the  national  family  at  once — the  rivers  and  harbors  and  Army  and 
Navy,  thi  n  gs  which  are  embraced  in  the  appropriation  bills.  The  money 
is  gone,  and  there  are  no  assets  behind  it  except  the  patriotism  of  its 
citizens  engaged  in  public  business.  The  situation  is  absolutely  differ- 
ent as  a  business  transaction  from  that  of  any  other  kind  of  a  demand 
obligation.    So  we  asked  if  the  national-bank  note  business  is  safe? 

I  believe  the  United  States,  and  I  think  almost  all  other  nations, 
never,  or  hardly  ever,  borrow  money  to  pay  their  expenses,  in  the  ordi- 
nary sense  of  borrowing  instead  of  paying  out  these  United  States 
notes,  which  are  merely  on  call.  They  borrow  on  bonds.  That  has  to 
be  repaid  in  some  kind  of  money,  or  raised  by  taxation  from  the  people. 

Being  somewhat  of  a  protectionist,  I  think  that  a  good  deal  of  it  is 
raised  by  taxation  of  capitalists  and  manufacturers  of  other  countries. 
I  believe  a  large  proportion  of  the  people  of  the  United  States  do  not 
pay  any  increased  price  on  goods  by  reason  of  the  tariff;  but  I  will  not 
go  into  that  now.  I  only  refer  to  it  as  an  illustration  of  what  I  am 
saying. 

The  United  States  has  to  pay  by  some  means,  and  not  by  profit,  as 
everybody  else  does.  We  have  had  the  experience  of  the  country,  and 
^e  thought  that  showed  the  system  to  be  unsafe,  and  that  the  people 
of  the  United  States  have  lost  very  large  amounts,  which  are  incapable 
of  definite  computation,  by  these  runs  on  the  Treavsury,  in  an  endeavor 
to  keep  up  the  credit  of  the  Government  by  meeting  these  demands, 
made  sometimes  by  speculators,  but  more  often  by  panics  and  disturb- 
iMices  in  the  business  and  political  world— just  as,  I  am  sorry  to  say, 
may  happen  in  six  months  from  now — which  no  one  would  be  to  blame 
for,  but  which  might  strain  the  United  States  very  heavily,  indeed.  Not 
that  we  should  not  meet  our  obligations,  but  we  might  do  it  at  an 
enormous  cost,  which  would  be  a  different  condition  of  things  from  what 
there  would  be  if  we  did  not  have  out  almost  a  thousand  million  dollars 
of  demand  obligations  of  the  United  States. 

So  we  thought  those  notes  ought  to  be  gotten  in,  and  we  considered  the 
difficulty  that  is  sometimes  raised,  that  we  are  thus  taking  away  non- 
interest- bearing  obligationsof  the  Governmenton  which  we  pay  nointer- 
est,  and  thereby  losing  the  interest  that  we  might  save.  The  commis- 
sion made  careful  investigation  of  that  and  got  the  figures  and  statis- 
tics— which  I  have  not  at  hand  now — and  the  resultof  our  investigation 
in  reference  to  the  saving  of  interest  was  that  when  you  take  all  the 
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expenses  of  the  accounting  and  the  amount  of  reserve  we  have  held  all 
the  time,  the  amount  of  interest  we  have  saved,  in  roand  numbers 
would  not  amount  to  1  per  cent;  I  do  not  remember  exactly,  but  it  was 
not  more,  I  think,  than  1  per  cent  a  year.  In  fact,  balancing  the  account 
on  honest  business  principles,  taking  all  debits  and  credits  on  our  out- 
standing Treasury  and  United  States  notes,  we  found  that  it  was  almost 
entirely  an  illusion  to  suppose  we  are  saving  much  of  it. 

NO  CONTEAOTION  OF  THE  CURRENCY  PROPOSED. 

Then  it  was  said,  in  1878,  when  I  was  in  Congress,  after  we  had  passed 
the  act  of  1875— which  act,  if  we  had  the  manhood  to  stick  to  it,  would 
have  saved  us  all  this  trouble — -^You  are  contracting  the  carrency." 
Everybody  knows  that  in  this  country,  and  in  every  other  civilized 
country,  the  amount  of  actual  money  per  capita  that  is  necessary  to  do 
the  business  now  is  not  over  a  quarter  as  much  as  was  necessary  fifty 
years  ago.  In  any  village  or  city  one  dollar  in  your  pocket  or  my  pocket 
will  do  a  great  deal  more  work  than  it  would  do  fifty  years  ago.  Ton 
go  to  a  shop  and  pay  out  that  dollar.  If  you  had  that  dollar  marked, 
and  there  were  not  too  many  banks  in  the  community  so  that  you  could 
trace  it  up,  you  would  find  that  same  dollar  would  do  ten  distinct  cash 
transactions  that  very  day,  and  that  dollar  would  be  ready  to  do  the 
same  work  the  next  day,  it  going  round  and  round.  You  would  find 
it  had  done  the  business  of  ten  dollars.  So  an  immense  sum,  a  greater 
sum  in  proportion,  was  necessary  even  twenty-five  years  ago  than  it  is 
now. 

But  in  the  second  place,  in  what  we  have  proposed  we  do  not  con- 
tract the  currency  by  the  gradual  redemption  of  these  notes^  for  the 
reason  that  for  every  dollar  that  ever  comes  into  the  Treasury  m  paper 
there  is  paid  out  a  dollar  in  coin,  which  is  now  held  in  the  Treasury  to 
meet  it.  Therefore,  for  9100,000,000  of  United  States  notes  which  come 
in,  $100^0,000  in  coin  that  is  now  locked  up  has  gone  out  to  take  their 
place.    There  is  therefore  no  contraction  of  the  currency. 

In  respect  to  keeping  up  a  more  convenient  circulating  medium  than 
coin,  I  will  say  that  I  have  not  been  troubled  with  carrying  all  the  coin 
I  could  get  hold  of.  We  have  provided  that  this  process  shall  be  grad- 
ual, and  afber  we  have  made  a  start  of  $50,000,000,  which  does  not  con- 
tract the  currency  at  all,  for  $60,000,000  of  coin  is  exchanged  for 
$50,000,000  of  paper,  then  the  scheme  which  we  have  proposed  moves 
directly  in  proportion  to  the  increase  of  national-bank  circulation,  so 
that  the  paper  money  of  the  country  will  continue  to  be  as  abundant  as 
it  was  before. 

PROPOSED  NEW  CURRENCY  AS  SAFE  AS  THE  OLD. 

Then  the  question  will  come — a  most  important  question,  undoubt- 
edly— whether  this  new  paper  currency  is  going  to  be  as  safe  for  the 
people  of  the  United  States  as  the  old  United  States  currency  which 
is  to  be  withdrawn.  One  would  naturally  say,  if  he  did  not  stop  to 
think  a  little  about  it,  that  the  currency  of  the  Government  was  much 
more  safe  than  the  currency  of  anybody  within  the  Government,  or  of 
its  citizens,  or  of  any  corporation  or  combination  of  its  citizens. 

^ow,  the  difference  between  a  Government  note  and  a  note  of  one  of 
these  corporations,  with  respect  to  getting  your  pay  upon  it,  is  this 
— and  I  wouldsay  it  was  a  very  important  difierence,  when  bad  times  come 
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for  tbe  GoTernment,  and  when  they  do  not  come,  it  is  not  so  great — 
if  tbe  bank  does  not  pay,  the  citizen  who  holds  its  notes  has  the  com- 
pnlsory  process  of  the  Government,  jast  as  between  private  persons,  to 
compel  them  to  pay.  Then  the  question  would  be  whether  the  bank, 
your  debtor,  has  the  funds  to  pay  it.  That  would  depend  upon  the 
securities  the  law  requires  the  bank  to  keep,  to  make  good  its  obliga- 
^  tions.  I  will  not  go  into  the  details  of  that,  because  Mr.  Fairchild,  who 
is  skUled  in  that  question,  can  explain  it  to  you  better  than  I  can,  if  you 
desire  him  to  do  so. 

But  the  difference,  on  the  other  hand,  between  the  notes  of  a  private 
corporation  and  the  notes  of  the  Government  is  that  the  Government 
can  not  be  compelled  to  pay.  It  depends  upon  its  own  honor  and  its 
own  capacity  whether  it  will  have  any  assets  or  not,  and  if  it  has  assets 
whether  it  will  pay.  Our  forefathers,  in  Continental  times,  issued  the 
Continental  money  with  the  best  intentions,  and  it  was  really  a  forced 
loan,  as  were  our  greeubacks,  when  they  were  first  put  out,  if  you  look 
at  it  straight  in  the  face — a  good  many  people  think  we  could  have 
heli)ed  it,  but  I  do  not  think  so — but  our  forefathers  found  that  whether 
the  Government  would  pay  depended  upon  its  capacity  to  do  so.  It 
only  depends  on  the  will  of  the  debtor  whether  the  Goverment  will  pay 
or  not,  in  the  case  of  the  Government.  If  the  will  is  good  it  may  depend 
upon  the  capacity,  as  we  know  by  our  own  Government  and  by  many 
State  governments  in  this  country  and  many  foreign  governments  idso. 
In  very  recent  years  of  South  American  history,  for  instance,  in  the 
matter  of  the  Argentine  notes,  the  noteholders  of  these  government 
obligations  have  been  paid  off  on  a  reduced  scale,  because  the  govern- 
ments have  gone  into  bankruptcy  and  have  paid  off  on  a  reduced  sc£(Ie 
or  renewed  their  debt  on  a  reduced  scale. 

Therefore  it  is  manifest,  when  you  look  at  it  distinctly  and  fairly,  that 
tbe  note  of  a  private  coiporation,  which  is  only  a  body  of  private  per- 
sons, when  properly  secured  by  the  requirements  of  law  and  held  up 
to  that  security,  is  in  the  end  a  safer  thing  for  a  citizen  to  hold  than  a 
promise  of  the  United  States  or  Great  Britain,  or  any  other  country,  in 
the  very  phUosophy  of  it,  and  so  experience  has  proven  in  the  very  fact 
of  the  result.  Thus,  if  a  banking  system  is  so  guarded  that  there  shall 
be  at  all  times  in  the  hands  of  the  governing  power  a  fund  large  enough 
to  redeem  all  these  notes  in  order,  kept  up  all  the  time  by  contributions 
from  sJl  the  banks,  we  think  it  is  safer  in  practice  and  princix)le  than 
the  pronuse  of  the  Government  to  pay.  * 

DfMEDIATB  ACTION  DEMANDED. 

This,  gentlemen,  is,  in  general  outline,  the  scheme  that  we  have  thought 
it  wise  for  the  people  of  the  United  States  to  adopt.  We  have  thought 
that  it  is  wise  to  adopt  it  now;  and  we  have  thought  that  human 
experience  has  shown,  most  clearly  shown,  that  the  best  time  to  rectify 
any  imperfection  in  th^ social  order,  in  business  order,  in  finance,  is  in 
the  time  of  comparative  steadiness,  in  the  time  of  peace  and  pros- 
perity; and  that  there  is  no  hope  at  any  time  of  rectifying  evils  of  this 
kind  and  character — or  indeed  almost  any  other  evil,  except  those  which 
it  requires  the  strong  force  of  arms  to  rectify,  as  defending  national 
honor — at  the  time  when  the  difficulty  arises.  The  time  to  prepare  for 
an  emergency  is  when  the  emergency  is  comparatively  far  away.  If 
everything  is  steady,  and  everything  looks  prosperous,  that  is  the  time 
to  prepare  for  a  storm;  to  use  a  very  old  simile,  if  you  will  pardon  me, 
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we  should  see  that  the  ship  of  state  is  strong  aod  tight,  so  that  when 
the  storm  comes  she  will  be  prepared  for  it;  that  she  will  be  stanch 
and  well  manned  and  ready  for  the  voyage. 

We  can  see  how  this  has  worked  in  times  gone  by,  and  it  has  always 
worked  in  the  same  way.  Wise  nations  have  taken  pains  to  hasten  to 
rectify  such  evils  aa  this,  and  are  taking  such  steps  to  day  to  put  them- 
selves on  a  footing  that  will  be  of  great  advantage  when  the  stormy 
times  come.  They  are  putting  things  in  such  a  condition  that  tiiey 
may  be  easily  accomplished  when  the  stress  comes. 

I  shall  be  glad  to  answer  any  questions  of  the  committee. 

ALL  EXISTING  OBLIGATIONS  CONVERTED  INTO  GOLD. 

Mr.  Gox.  I  read  from  the  second  section  of  the  bill,  as  follows; 

That  all  obligations  for  the  payment  of  money  shall  be  performed  in  conformity 
with  the  standard  provided  for  in  section  one:  Providtdf  That  nothing  herein  con- 
tained shaU  be  construed  or  held  to  affect  the  present  legal  tender  quality  of  the 
silver  dollar,  or  the  subsidiary  or  minor  coinsi  or  the  paper  currency  of  the  United 
States. 

That  all  obligations  of  the  Unit-ed  States  for  the  payment  of  money  now  existing, 
or  hereafter  to  be  entered  into,  shall,  unless  hereafter  otherwise  expressly  stipu- 
lated, be  deemed  and  held  to  be  payable  in  gold  coin  of  the  United  States,  as  defined 
in  the  standard  aforesaid. 

Now,  the  point  of  my  inquiry  is  this:  Under  that  section,  if  this  bill 
were  to  become  a  law,  would  it  not  convert  every  obligation  of  the  Gov- 
ernment of  the  United  States  into  a  gold  obligation,  and  would  it  not 
convert  every  debt  between  individuals  into  a  gold  obligation  f 

Mr.  Edmunds.  It  would  convert,  I  think,  every  obligation  of  the 
United  States  into  a  gold  obligation,  except  some  very  little  that  is  left 
out,  what  are  called,  I  believe,  old  currency  notes,  that  are  payable  in 
currency,  and  all  of  which  are  not  in.  As  regards  the  United  States,  I 
think  you  may  state  it  broadly,  with  here  and  there  an  exception,  that 
that  is  what  it  amounts  to. 

Mr.  Cox.  We  agree  as  to  that  proposition  as  to  the  obligations  of  the 
Government.  Now,  the  second  part  of  my  question  goes  a  step  farther. 
Does  it  not  also  convert  into  gold  obligations  the  existing  debts  between 
individuals? 

Mr.  Edmunds.  To  that  I  answer  emphatically,  no,  for  the  reason  that 
we  .have  said  in  the  statement  of  obligations  of  the  people  generally, 
at  the  opening  of  section  2,  that  they  shall  be  performed  in  conformity 
with  the  standard  provided  for  in  section  1.  That  is  the  standard 
actually  in  existence  for  some  time  by  the  conduct  of  the  Government, 
without  going  into  the  disputed  question  of  whether  the  Government  is 
bound  to  do  that  or  not. 

Mr.  Cox.  Of  course  we  will  try  to  avoid  that  argument  for  the 
present. 

Mr.  Edmunds.  Yes.  It  is  just  what  everybody  is  doing  now,  and 
they  are  doing  it  either  rightfully  or  wrongfully,  because  the  bank  notes 
are  payable  in  lawful  money.  The  bank  notes  are  paid  in  gold  when- 
ever they  are  presented,  and  that  is  why  the  gold  reserve  is  kept  up; 
and  the  silver  dollars  are  kept  equal  to  the  gold  dollars,  because,  as 
everybody  knows,  you  can  get  gold  for  them  when  you  want  it.  I  will 
not  go  into  that.  But  then,  to  make  it  absolutely  sure,  we  put  in  the 
proviso — 

That  nothing  herein  contained  shall  be  oonstmed  or  held  to  affect  the  present  legal- 
tender  qnality  of  the  silver  dollar  or  the  subsidiary  or  minor  ooina,  or  tiie  paper 
currency  of  the  United  States. 
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As  between  people,  that  is  exactly  where  it  stands  now. 

Mr.  IJewlands.  Where  is  that  provision  1 

Mr.  Edmunds.  At  the  bottom  of  section  2  of  the  bill. 

Mr.  Gox«  We  settled  the  proposition  that  it  converts  all  the  Oovern- 
nient  obli|^ations  into  gold  obligations. 

Mr.  Edmunds.  Yes,  sir;  in  ronnd  numbers. 

Mr.  Cox.  And  the  proposition  we  are  now  on  is  as  between  the  citi- 
zens and  their  liabilities.  If  you  establish  the  gold  standard — and,  it 
being  the  standard,  all  other  moneys  mast  be  equal  to  it — is  not  the 
efi'ect,  logically,  that  you  would  convert  every  other  obligation  between 
the  citizens,  in  the  payment  of  debts,  into  gold,  or  silver,  which  is  the 
equivalent  to  gold? 

Mr.  Edmunds.  Certainly;  if  you  say  that  all  the  obligations  of  the 
citizens  shall  be  performed  in  accordance  with  the  gold  standard,  and 
that  they  may  |)eribrm  them  with  the  paper  money  of  the  United 
States,  or  with  the  silver  dollars,  which  are  to  be  held  up  to  the  gold 
standard  by  the  United  States,  then,  in  logical  effect,  every  man  who 
pays  a  debt  does  it  in  gold,  although  it  is  paid  perhaps  in  a  piece  of 
paper  which  has  no  value  at  all  in  itself,  because  he  can  get  the  gold 
for  it  when  he  chooses  to  go  to  the  Treasury.  So,  in  logical  effect,  as 
yoa  say,  the  standard  is  gold,  although  the  medium  of  x>6rforming  the 
standaord  may  be  paper. 

Mr.  Cox.  One  step  further  upon  that  line.  The  logical  effect  is  to 
convert  every  obligation  of  debt,  both  public  and  private,  in  its 
payment  discharge,  into  gold — not  directly,  but  its  effect  is  that — 
because  there  would  be  no  difference  between  paying  it  in  a  silver  dol- 
lar, if  a  silver  dollar  was  equal  to  a  gold  dollar,  and  paying  it  in  a  gold 
dollar.  Yon  make  the  remark  that  that  would  be  the  logical  effect 
because  he  could  get  the  gold  for  the  silver  or  the  paper  money  if  he 
wanted  it    Now,  where  would  he  get  itf 

Mr.  Edmunds.  A  man  who  gets  his  gold  on  a  United  States  dollar  is 
the  one  we  are  talking  about.  He  gets  it  by  going  to  the  United  States 
subtreasury. 

Mr.  Cox.  With  the  paper  ? 

Mr.  Edmunds.  With  the  paper;  he  goes  there  and  gets  his  gold. 
And  so  the  consequence  to  the  people  of  the  United  States  is  that  every 
man  who  works  on  the  street  to-day  who  gets  his  dollar — ^his  piece  of 
paper — has  got  in  effect,  as  you  say,  a  dollar  in  gold  in  his  pocket. 

Mr.  Cox.  Suppose  that  laborer,  when  he  finished  his  day's  labor,  got 
a  silver  dollar.  He  has  got  it,  in  effect.  Now,  he  wants  to  convert  that 
sUver  dollar — the  amount,  of  course,  has  nothing  to  do  with  it — into  a 
gold  dollar;  and  you  say  he  gets  it  from  the  Government f 

Mr.  Edmunds.  Yes. 

Mr.  Oox.  So  the  proposition  is  plain,  under  your  theory,  that  the 
holder  of  either  pax>er  money  or  silver  money  can  apply  to  the  Govern- 
ment and  have  his  money  redeemed  in  gold. 

Mr.  Edmunds.  That  is  it  exactly,  I  am  very  happy  to  say. 

Mr.  Cox.  Whatever  may  be  the  pride  about  it,  that  does  not  change 
the  difference  of  opinion. 

Mr.  Edmunds.  No;  but  people  can  be  accurate-  although  they  think 
very  differently. 

Mr.  Cox.  To  come  back  to  the  proposition,  I  will  ask  you,  as  a  law- 
yer distinguished  for  the  construction  of  the  Constitution,  when  you 
make  the  remark  that  in  effect,  for  a  number  of  years^  silver  dollars 
and  piH[>er  dollars  were  redeemed  by  the  Government  in  gold  at  the 
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option  of  the  holder,  has  not  that  been  brought  about  by  a  constmction 
of  legislation  and  not  by  direct  legislation! 

Mr.  Edmunds.  Well,  I  should  not  want  to  answer  that  question  fully 
in  the  affirmative,  for  this  reason.  There  are  three  or  four  hundred 
million  dollars  of  silver  in  existence,  the  demand  obligations  of  the 
United  States  being,  I  will  say  in  round  numbers,  double  that.  These 
obligations,  I  suppose,  are  payable  in  coin,  for  everybody  will  agree 
that  the  United  States  notes,  which  say  ^'pay  one  dollar"  do  not  mean 
that  the  Government  will,  when  a  note  is  presented,  pay  off  that  note  in 
another  note.  Therefore,  it  must  mean  that  it  will  pay  off  the  note  in 
coin.  Take  all  our  paper  obligations.  Suppose  they  were  all  brought 
to  the  Treasury  and  aU  the  silver  and  all  the  gold  was  there  enough  to 
pay  them  off,  there  would  not  be  silver  enough,  and  therefore  if  we 
paid  off  all  silver  to  begin  with  there  would  be  some  notes  left  which 
we  would  have  to  pay  off  in  gold.  Both  silver  and  gold  are  ^^coin," 
but — and  I  am  not  going  into  a  16  to  1  argument — the  silver  dollar  is 
not  wortb  25  or  23  grains  of  gold — or  whatever  the  number  of  grains  is. 

We  know  the  American  silver  dollar,  which,  I  understand,  has  not 
so  much  silver  as  the  Mexican  silver  dollar,  is  worth  twice  as  much  in 
Mexico  as  the  Mexican  dollar.  The  reason  is  that  the  Mexican,  when 
he  gets  the  American  silver  dollar,  knows  that  when  he  brings  it  into  the 
United  States  he  can  get  a  gold  dollar  for  it,  and  that  in  substance  it  is 
worth  a  gold  dollar,  because  the  honor  of  the  United  States  is  bound  by  a 
declaration  in  the  statutes  to  keep  the  metals  at  a  parity.  It  would 
not  be  parity  if  a  man  came  to  the  Treasury  and  wanted  gold  to  say 
that  they  would  not  give  it  to  him,  because  that  would  be  disparity. 
So  I  say  I  could  not  answer  your  question  directly  in  the  affirmative. 

AFFIBMINO  THE  GOLD  STANDABD. 

The  Chatbman.  You  have  presented  this  bill,  Mr.  Edmunds,  with  a 
view  to  having  it  adopted  by  Congress  if  it  gets  before  the  House  and 
Senate? 

Mr.  Edmunds.  We  have  not  presented  the  bill,  Mr.  Chairman.  Our 
commission  was  to  do  what  our  constituents,  respectable  i)eople  of  the 
United  States,  asked  us  to  do  as  citizens — to  tell  them  what  we  thought 
the  situation  was  and  how  it  could  be  remedied,  and  it  was  for  that 
reason  we  did  not  send  our  list  of  questions  to  any  of  the  gentlemen  of 
this  committee,  as  we  did  not  think  it  would  be  delicate  to  do  so,  situ- 
nated  as  you  were.  Therefore  we  had  nothing  to  do  with  the  Congress 
of  the  United  States,  and  we  endeavored  to  behave  toward  you  so  that 
you  would  be  sure  that  we  were  not  endeavoring  to  embarrass  you  in 
any  way.  We  simply  made  our  report.  I  should  never  have  thought — 
and  I  am  sure  most  of  the  gentlemen  of  the  commission  would  never 
have  thought— of  appearing  before  you  as  the  advocate  of  any  bill. 
We  came  because  you  kindly  invited  us  as  the  chairman  of  the  Bank- 
ing  and  Currency  Committee  of  the  House,  this  bill  having  been  intro- 
duced by  some  one — I  did  not  know  it  was  introduced  until  I  came  here 
to  day.  I  had  nothing  to  do  with  the  introduction  of  the  bill.  There- 
fore, BO  far  as  the  bill  is  concerned,  we  only  came  at  your  invitation  to 
give  such  information  and  present  such  views  as  we  have  and  answer 
such  questions  as  you  may  ask  us. 

The  Chairman.  Let  me  say  in  reply  that  the  committee — I  think 
every  one  of  them — feel  under  very  great  obligations  to  the  gentlemen 
who  have  been  instrumental  in  preparing  this  bill,  because  it  most  in 
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tbe  end  assist  them  to  a  conclusion.  The  difficulty  that  we  have  found 
thus  far  is  that  citizens  give  us  their  views  without  putting  them  in  a 
tangible  form,  and  this  bill  was  prepared  by  your  commission — practi- 
cally prepared  by  your  commission — with  a  view  of  its  being  presented 
to  Congress. 

Mr.  Edmxtnds.  Yes,  sir. 

The  Ohaibman.  It  took  about  seven  months  to  enact  the  provisions 
of  the  act  of  July  14, 1890,  and  it  took  four  or  five  months  to  repeal 
the  purchasing  clause  of  that  act.  Here  is  the  law  of  the  land, 
Revised  Statutes,  section  3511.    I  will  read: 

The  gold  coId  of  the  United  States  shaU  he  a  one-doUar  piece,  which  at  the  standard 
weight  of  25.8  grains  shall  be  the  nnit  of  value. 

That  is  the  law  to-day.  The  act  of  July  14, 1890,  reaffirms  that  in 
the  following  words: 

it  being  the  established  policy  of  the  United  States  to  maintain  the  two  metals 
<*n  a  parity  with  each  other  upon  the  present  legal  ratio  or  such  ratio  as  may  be  pro- 
vided by  law. 

The  act  of  November  1, 1893,  repealing  a  part  of  the  act  of  July  14, 
1890,  again  reaffirms  section  3511  of  theEevised  Statutes  in  tiie  follow- 
ing words: 

And  it  is  hereby  declared  to  be  the  policy  of  the  United  States  to  continne  the  nse 
of  both  gold  and  silver  as  standard  money,  and  coin  both  gold  and  silver  into  money 
of  eqaal  intrinsic  value,  snch  eq[nality  to  be  secured  through  international  agree- 
ment or  on  such  safeguara  of  legislation  as  wiU  secure  the  mamtenance  of  the  parity 
in  value  of  the  two  metals. 

The  Ohaibman.  My  question  is  this:  Does  section  1  of  this  bill  add 
anything  whatever  to  the  law  or  change  the  existing  conditions! 

Mr.  Edmunds.  I  think,  Mr.  Ohairman,  speaking  with  the  absolute 
frankness  which  I  think  is  due  to  legislators,  that  the  section  is 
extremely  desirable,  if  not  necessary.  Speaking  technically,  because 
we  do  not  know  what  a  court  would  do,  it  is  not  absolutely  clear  to  my 
unsophisticated  mind,  in  view  of  these  provisions  which  you  have  read, 
that  we  have  not  now  a  legal  double  standard ;  that  the  silver  dollar  is 
not  made  legal  tender  at  the  present  ratio.  Now,  although  it  says — 
and  probably  that  is  the  law — that  the  act  of  1873  made  gold  the  stand- 
ard, it  was  our  purpose  to  make  it  absolutely  clear,  so  everybody  would 
understand  it  alike.  It  ought  to  be  absolutely  clear,  whichever  way 
it  is. 

The  Chaibman.  Do  I  understand  you  to  say  that  the  silver  dollar  is 
a  legal  tender  todayf 

Mr.  Edmunds.  Yes,  sir. 

The  Ohaibman.  Do  I  understand  you  to  say  that  this  section  1  is 
designed  to  annul  the  legal- tender  quality  of  the  silver  dollar! 

Mr.  Edmunds.  Quite  the  reverse.  It  is  designed  to  make  definite 
the  gold  standard  without  stating  the  ratio  of  the  silver  dollar  to  so 
many  grains  of  gold. 

The  Ohaibman.  Is  it  not  so  stated  in  the  law  I  have  just  readf 

Mr.  Edmunds.  I  think  that  is  the  result;  but  it  is  not  so  clear  but 
that  gentlemen  who  know  as  much  law  as  I  do  and  x>erhaps  a  good  deal 
more,  greatly  doubt  it,  and  therefore  the  commission  sought  to  make  it 
clear  and  beyond  all  cavil  by  stating  it  thus. 

The  Ohaibman.  Then,  I  understand  that  it  is  the  understanding  of 
the  framers  of  this  bill  that  existing  conditions  as  to  the  gold  standard 
aie  changed  bytbisbiUf 
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Mr.  Edmunds.  No,  sir. 

The  Chairman.  Then  I  want  to  ask  a  question  on  that. 

Mr.  Edmunds.  Permit  me  to  say  that  the  existing  conditions,  as  I 
think,  and  as  the  commission  thinks,  are  not  changed  as  to  the  gold 
standard,  but  doubt  and  capacity  for  dispute  in  respect  to  that  is 
removed.  We  think  there  is  a  danger  of  a  leak  in  the  ship,  not  big 
enough  to  sink  the  concern,  but  it  is  better  to  make  it  dear,  and  let  no 
water  in  at  all.  It  is  open  to  philosophical  and  legal  construction  to 
maintain,  and  I  think  I  could  make  quite  a  decent  little  argument,  and 
I  know  Mr.  Newlands  could,  to  maintain  that  there  is  now,  by  law,  a 
double  standard  at  the  ratio  of  15J,  or  whatever  it  is,  to  1 ;  and  leaving 
the  law  as  it  is,  when  the  question  comes  up  the  court  might  decide  you 
have  a  double  standard  at  the  ratio,  in  round  numbers,  of  16  to  1.  We 
do  not  think  so.  We  do  not  think  the  law  is  to  that  effect,  but  inas- 
much as  the  law  is  open  to  doubt  in  honest  minds,  as  soon  as  there  is 
a  contrary  opinion  in  honest  minds,  it  is  the  business  of  Congress  to 
make  it  so  that  two  honest  minds  will  see  it  alike. 

The  Ohaibman.  My  question  that  I  was  leading  up  to  I  will  now 
ask.  Do  you  think  this  committee  would  be  justified  in  rei>orting  a 
bill  to  the  House  that  would  involve  months  of  discussion  of  that  ques- 
tion— you  know  there  are  357  members  in  the  House,  and  you  have 
served  in  the  Senate,  and  know  about  such  things — when  the  subse- 
quent provisions  of  the  bill  might  accomplish  the  purpose  without  the 
statement  in  section  If  And  as  we  have  had  a  discussion  here  between 
the  honorable  gentleman  from  Tennessee  and  yourself,  so  there  would 
be  as  many  discussions  in  the  House,  and  you  can  see  the  time  it  would 
take,  and  you  can  see  the  difficulties. 

Mr.  Edmunds.  That  would  depend  upon  the  degree  of  doubt  or 
difficulty  that  really  existed.  If  there  was  a  great  preponderance  of 
opinion  that  the  law  is  so  clear  as  it  now  stands  that  there  is  no  danger 
of  a  difference  in  construction  being  put  upon  it  by  any  court  or  any 
Congress,  and  so  forth  and  so  on,  then  I  would  say  that  I  would  not  do 
it,  that  I  would  take  the  infinitely  small  risk.  But,  on  the  other  hand, 
we  thought  if  it  was  open  to  a  discussion  as  to  its  construction  that 
the  double  standard  still  legally  exists,  and  especially,  in  view  of  the 
fact  that  the  act  of  1873  abolished  the  silver  dollar  so  far  as  its  future 
coinage  was  concerned,  that  it  was  better  to  do  as  we  did.  And  of 
course,  in  regard  to  all  such  things,  you  can  carry  it  to  a  point  where 
it  is  absurd  to  waste  time  about  a  foolish  contention ;  but  where  a  con- 
tention is  not  foolish,  from  my  experience  in  the  Senate,  and  my  later 
experience  has  strengthened  that  view,  I  thought,  and  I  think  the  com- 
mission with  which  I  was  connected  thought,  that  the  true  thing  for 
the  committee  to  do  was  to  report  what  it  believed  to  be  right,  entirely 
right,  and  stick  to  it. 

The  Ohaibman.  You  would  lose  the  whole  bill  rather  than  take  the 
chances  on  the  law  as  it  stands  f 

Mr.  Edmunds.  I  do  not  say  that,  because  that  would  depend  on  what 
other  gentlemen,  with  whom  I  would  confer,  would  say.  It  would,  per- 
haps, be  possible  to  get  some  notion  what  a  man  on  the  bench  for  life 
would  think,  because  he  would  have  no  bias  or  prejudice  affecting  him 
as  to  what  the  people  might  think  about  it.  If  I  were  in  charge  of  this 
bill  at  this  minuto,  I  would  stick  to  that  thing,  with  the  explanation  I 
should  give  of  what  might  be  said  as  to  the  existing  law;  and  if  I  were 
satisfied,  after  discussion,  that  it  was  only  some  irresponsible  and  unlet- 
tered Vermont  Senator  who  did  not  know  enough  to  see  that  there  was 
aotiiing  in  it,  then  I  would  abandon  that  and  let  it  go. 
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The  Ohaib^ian.  What  proportion  of  this  bill  is  reen acting  existing 
lawf 

Mr.  Edmunds.  I  have  not  counted  it  ap,  but  a  great  deal  of  it,  as  to 
banking,  leaves  the  existing  law  as  it  is. 

The  Chairman.  Beenactedf 

Mr.  Edmunds.  Beenacted  so  as  to  get  it  all  into  one  bill. 
\  The  Chairman.  With  your  experience,  is  it  not  a  fact  that  there 

would  be  as  much  opposition  and  discussion  on  the  floor  of  the  House 
in  regard  to  reenactiug  the  existing  law  as  there  would  be  in  making 
new  law! 

Mr.  Edmunds.  Yes;  but  at  the  same  time  when  you  go  into  Oon- 

.  greas,  if  you  have  a  patchwork  of  legislation  so  that  you  can  not 

exactly  tell  what  was  the  old  law,  instead  of  making  a  systematic  scheme 

it  would  make  thiDgs  very  bad.    I  think  it  is  wiser  to  do  this  than  it 

is  not  to  put  a  bill  iuto  the  correct  and  best  shape. 

Mr.  McCleaby.  Is  not  this  true,  that  if  it  is  clear  in  men's  minds 
that  this  makes  no  change,  then  the  debate  will  be  short,  and  if  it  is 
not  clear,  then  it  ought  to  be  debated  until  it  is  made  clear? 

Mr.  Edmunds.  Yes,  sir. 

Mr.  Cox.  This  means  to  establish  the  fact  beyond  any  doubt  that  the 
standard  of  money  in  this  country  is  gold. 

Mr.  Edmunds.  Undoubtedly.  We  tried  our  best  to  make  that  so  clear 
that  the  wayfaring  man  will  see  it. 

Mr.  Cox.  Going  back  to  the  subject  we  were  on,  the  redemption  of 
the  silver  dollar  in  gold,  on  page  4  of  the  bill  it  is  provided  that  you 
Bhall  pay  out — establishing  a  bureau  very  much  tike  that  provided  in 
^  the  Secretary's  bill  before  us — shall  pay  out  gold  coin  in  exchange  for 
silver  dollars.  So,  in  effect,  the  holder  of  paper  money  or  the  holder  of 
silver  dollars  has  a  right  to  demand  of  the  Government  their  redemp- 
tion in  gold. 

Mr.  Edmunds.  I  dp  not  hold  that  any  man  has  the  right  to  demand 
the  redemption  of  a  silver  dollar  in  anything. 

Mr.  Cox.  This  bill  makes  it  obligatory. 

Mr.  Edmunds.  I  beg  your  pardon;  the  bill  does  not  provide  for  the 
redemption  of  silver  dollars.  The  word  redemption  does  not  apply  to 
any  except  subsidiary  coin,  which  has  always  been  provided  for  by  law. 
It  never  has  provided  that  for  the  silver  dollar,  and  I  do  not  want  it  to, 
and  the  commission  does  not  want  it  to.  A  silver  dollar  is  a  dollar  in 
itself,  but  we  say  it  shall  be  kept  as  good  as  gold  by  a  mutual  inter- 
change. When  it  comes  in  it  is  paid  out  again,  and  we  intend  it  shall 
be  paid  out  again. 

Mr.  Cox.  In  other  words,  so  as  to  preserve  that  equality,  the  Gov- 
ernment shall  exchange  one  for  the  other  if  so  desired? 

Mr.  Edmunds.  That  is  it. 

Mr.  Cox.  If  this  bill  is  put  into  law  and  the  plan  goes  into  working 
operation,  will  it  not  result  necessarily  in  the  clear  establishment  of  the 
gold  standard,  ahd  consequently  will  it  not  eventually  retire  all  the 
paper  circulation  of  evcBy  kind  and  character  except  that  which  may 
be  issued  by  the  banks  f 

Mr.  Edmunds.  That  is  it. 

Mr.  Cox.  Then  we  would  have  the  gold  standard  under  this  bill  and 
all  the  paper  currency  we  would  have  would  be  the  bank  notes? 

Mr.  Edmunds.  Yes,  sir;  and  the  silver  certificates. 

Mr.  Cox.  The  silver  certificates  of  course  represent  the  silver  dol- 
lars that  are  behind  them. 

Mr.  Edmunds.  You  would  have  three  or  four  hundred  million  dollars 
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in  silver  oertiflcates,  yoa  woald  have  nationaLbank  notes,  you  would 
have  gold  coin;  and  you  would  have  subsidiary  silver  coin  and  minor 
coins. 

Mr.  Spalding.  In  your  opinion,  what  was  the  standard  of  value 
prior  to  1873 — ^the  legal  standard  f 

Mr.  Edmunds.  I  think  the  legal  standard  was  what  we  call  the 
double  standard,  the  silver  dollar  at  412  grains,  or  whatever  it  is,  and 
the  gold  dollar  at  25.8  grains,  or  whatever  it  is. 

Mr.  Spalding.  It  is  true  that  every  bond  issued  up  to  that  time  was 
issued  on  the  standard  of  July  14, 18707 

Mr.  Edmonds.  I  do  not  remember  the  date. 

Mr.  Spalding.  The  date  is  recited  on  the  bonds. 

Mr.  EDiniNDS.  It  would  really  be  the  standard  established  in  1792, 
when  yon  go  back  to  that. 

INOBEASED  USB  OF  OBEDIT  INSTBUMENTS. 

Mr.  Newlands.  In  your  remarks  you  stated,  if  I  recollect  correctly, 
that  improved  methods  of  credit  and  improved  credit  instruments  had 
largely  diminished  the  necessity  for  actual  coin  or  money! 

Mr.  Edmunds.  I  think  so. 

Mr.  Newlands.  Do  I  understand  by  that  that  the  increase  of  credit 
instruments  has  worked  a  contraction  in  the  amount  of  actual  money 
in  this  country  or  in  the  world  f 

Mr.  Edmunds.  I  am  not  prepared  to  say  that  it  has,  and  1  have 
endeavored,  so  far  as  I  could,  and  the  commission  has  also  endeavored, 
to  take  care  that  the  effect  of  this  bill  shall  not  be  a  contraction.  We 
leave  that  to  the  laws  of  trade  and  the  necessities  of  the  world,  to  con- 
tract or  not  as  business  may  require.  The  law  does  not  make  any  con- 
traction, as  we  think. 

Mr.  Newlands.  Is  it  not  true  that  the  actual  amount  of  money 
required  is  not  diminished,  but  that  the  credit  system  itself  has  been 
largely  increased  and  built  up  upon  the  actual  volume  of  money  f 

Mr.  Edmunds.  I  do  not  think  that  would  follow,  Mr.  Newlands.  I  j 
think  the  increase  of  business  has  not  been  built  up  on  the  actual 
amount  of  money.  There  has  been  a  vast  increase,  and  there  ought  to 
have  been  a  wise  increase,  and  in  the  main  it  has  been  a  wise  increase, 
in  the  productions  and  activities  of  our  people  in  this  beautiful  country 
of  ours,  on  credit,  and  not  on  money  at  all,  and  if  the  amount  of  actutd 
money  in  each  country  had  not  been  half  as  much — of  course  I  am 
speaking  in  round  numbers— not  nearly  so  much,  the  activities  of  the 
country  would  have  gone  on.  Perhaps  they  would  not  have  gone  on 
in  so  great  proportion,  but  the  industry,  the  exchange,  and  shipping 
abroad  and  the  home  consumption,  the  home  markets,  do  not  entirely 
or  in  the  largest  degree,  I  think,  depend  on  the  amount  of  capital  in 
the  country.     It  depends  on  the  earth  and  the  brain  and  brawn  of  men. 

Mr.  Newlands.  Leaving  out  that  question,  whether  there  is  any 
relation  between  the  amount  of  credit  and  the  amount  of  money 

Mr.  Edmunds.  I  do  not  say  that  there  is  no  relation. 

Mr.  Newlands.  You  think  there  is  some  relation  f 

Mr.  Edmunds.  Undoubtedly;  I  said  so. 

Mr.  Newlands.  Is  it  not  a  fact  that  the  debts  of  the  world  have 
largely  increased  in  the  past  twenty  years? 

Mr.  Edmunds.  Undoubtedly  they  have  increased  in  volume. 

Mr.  Newlands.  That  means  that  the  credit  system  has  been  ex- 
panded, does  it  not? 

Mr.  Edmunds.  It  means  that  the  credit  system  has  increased. 
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Mr.  NbwLuINDs.  Now,  what  I  want  to  ask  is,  as  the  credit  system 
eKtends  does  it  necessarily  follow  that  the  actual  amount  of  money 
should  diminish? 

Mr.  Edmunbs.  It  does  not,  in  my  opinion. 

Mr.  Newlands.  Is  it  not  b*ue  that  money  is  used  differently  to-day 
from  former  times;  that  to-day,  instead  of  being  actually  carried  in  the 
pockets  of  the  people  and  used  in  all  their  transactions,  exchanges,  etc., 
it  lies  for  the  most  part  in  banks,  as  reserves  for  securing  depositors  t 

Mr.  Edmunds.  I  think  that  is  measurably  true,  but  not  with  the 
strength  that  you  have  stated  it.  I  think  there  is  a  great  deal  more 
money  in  the  hands  of  the  people — ^in  their  pockets  and  stockings  and  tills 
and  bureaus,  and  some  people  put  it  in  their  stoves,  by  mistaken  ideas  of 
investment — than  is  generally  supposed;  but  speaking  generally  and 
in  round  numbers,  a  great  deal  of  money  that  fifty  years  ago  was  in  the 
actual  hands  of  individuals  is  now  in  the  banks  and  trust  companies 
and  savings  banks  instead  of  being  in  the  iK)cket8  of  the  people.  I 
can  remember  myself,  when  I  was  a  lad,  a  transaction  in  which  my 
father  sold  a  piece  of  land  to  somebody  and  the  purchaser  brought 
from  several  miles  away — there  was  not  a  bank  within  30  miles — 
what  would  be  a  wheelbarrow  load  of  Mexican  dollars.  The  ^'  dollar 
of  our  daddies"  had  disappeared  even  then.  That  was  in  the  thirties. 
He  pUed  it  out  on  the  table  and  of  course  it  was  an  astonishing  sight 
to  a  lad  of  my  age.  A  transaction  of  that  kind  would  be  made  nowa- 
days by  his  giving  in  his  check  and  then  the  check  would  be  sent  to  the 
bank  and  deposited.  That  bank  to-day  might  have  done  $75,000  of 
the  actual  business  transactions  of  many  people  that  very  day  on  that 
same  t5,<:00  that  my  father  was  paid  for  the  land. 

Mr.  NewLiANDS.  I  understand,  then,  you  say  that  in  your  opinion  the 
amount  of  money  in  the  pockets  of  the  people  has  not  been  materially 
diminished,  but  that  added  to  it  now  are  large  amounts  of  money  in 
banks  subject  to  check  t 

Mr.  Edmunds.  As  to  the  money  in  the  pockets  of  the  people,  I  do 
not  know  what  you  mean  by  ^<  materially,"  but  I  think  it  has  been  a 
good  deal  diminished,  although  there  is  still  a  great  deal  in  possession 
of  the  citizens  of  the  United  States — a  great  deal  more  than  is  gener- 
ally supposed. 

BANK  BESEBVES. 

Mr.  Newlands.  At  all  events  there  are  large  amounts  in  banks 
subject  to  checks  t 

Mr.  £DMUia)S.  Undoubtedly. 

Mr.  Newlands.  That  money  serves  a  useful  purpose  in  the  banks, 
does  it  nott 

Mr.  Edmunds.  Sometimes  it  does  and  sometimes  it  does  not.  It 
served  a  very  bad  purpose  in  Philadelphia  the  other  day. 

Mr.  Newlands.  Do  yon  mean  to  say  it  is  an  injury  to  a  bank  to 
have  money  on  deposit,  actual  money  in  its  vaults  t 

Mr.  Edmunds.  I  do  not,  in  general,  if  the  bank  is  wisely  managed; 
it  is  then  a  benefit  to  the  people,  and  a  benefit  to  the  stockholders, 
because  they  get  some  income  on  it. 

Mr.  Nbwlands.  But  you  can  not  conceive  of  a  bank  transacting  busi- 
ness without  having  money  t 

Mr.  Edmunds.  I  can  not  conceive  of  a  good  bank  doing  that. 

Mr.  l^BWLANDS.  Therefore,  this  money  to-day  serves  a  purpose  that 
it  did  not  to  the  same  extent  years  ago,  in  that  it  constitutes  a  reserve, 
it  constitutes  a  material  that  is  checked  out  by  depositors. 

Mr.  Edmunds.  Or  cross  checked.    Money  is  rarely  checked  out. 
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Mr.  Nbwlands.  It  very  rarely  goes  outt 

Mr.  Edmunds.  Very  rarely,  and  is  able  to  do  ten  times  tbe  business 
it  otherwise  woald  do. 

Mr.  Newlands.  I  agree  with  yon  there,  bat  it  is  necessary  that  it 
should  be  there  t 

Mr.  Edmunds.  It  is  if  the  banks  are  going  to  do  business. 

Mr.  Newlands.  I  want  to  ask  you  what  is  the  proper  percentage  of 
deposits  for  a  bank  to  retain  as  a  reserve? 

Mr.  Edmunds.  That  is  a  question  about  which  gentlemen  of  equal 
intelligence  and  experience  disagree.  It  would  depend  on  whether  the 
bank  is  well  managed.  I  should  say  that  the  amount  of  reserve  that 
we  have  x>rovided  in  this  scheme  of  ours,  on  the  assumption  that  the 
banks  are  well  and  conservatively  managed,  would  be  about  the  right 
amount.  I  do  not  remember  exactly  the  figures.  We  differed  in  the 
commission;  one  gentleman  might  think  that  a  certain  amount  of 
reserve  was  required,  say  25  per  cent;  and  another  that  15  per  cent 
was  enough,  and  so  on.  As  I  have  said,  it  would  depend  upon  the 
bank  and  how  it  was  managed,  as  to  what  reserve  would  be  required. 
If  you  have  a  conservative  bank,  the  directors  of  which  are  not  bor- 
rowing much  money,  but  making  purely  business  loans  on  paper  which 
it  criticises,  and  distributing  its  loans,  as  an  insurance  company  dis- 
tributes its  risks,  then  a  comparatively  small  per  cent  of  reserve  would 
be  necessary.  If,  on  the  other  hand,  you  have  a  bank  that  is  more 
dashing  and  less  conservative,  that  particular  bank  ought  to  be 
required,  if  there  was  any  way  of  measuring  it,  to  have  a  larger 
reserve. 

Mr.  Newlands.  What  reserve  did  you  determine  upon  in  this  bill  t 

Mr.  Edmunds.  I  have  not  the  bill  at  hand. 

Mr.  Faibchild.  The  same  as  now. 

Mr.  Newlands.  Twenty-live  per  cent  in  reserve  cities  and  15  per 
cent  in  other  than  reserve  cities. 

Mr.  Edmunds.  Yes,  sir.  We  will  endeavor  to  strengthen  that  up  a 
little  as  to  where  the  reserve  shall  be  kept. 

The  Ohaibman.  I  think  it  was  agreed  that  one  of  the  other  gentle- 
men should  answer  questions  on  this  point. 

Mr.  Edmunds.  Yes;  but  of  course  I  am  glad  to  answer  any  ques- 
tions I  can.  Mr.  Fairchild  is  perfectly  familiar  with  the  banking  part 
of  this  bill  and  will  explain  fully  on  that  point  if  you  desire  him  to 
do  it. 

The  Ohaibman.  Do  you  think  the  banks  to-day  carry  greater  reserves 
than  are  required? 

Mr.  Edmunds.  I  do  not  think  so. 

The  Ohaibman.  Those  reserves  today  under  the  law  consist  entirely 
of  legal- tender  money? 

Mr.  Edmunds.  They  may. 

The  OHA.IBMAN.  May  they  consist  of  anything  elset 

Mr.  Edmunds.  I  thought  you  meant  paper.  They  consist  of  coin  or 
United  States  notes. 

Mr.  Newlands.  Gold,  silver,  or  United  States  notes! 

Mr.  Edmunds.  That  is  it. 

Mr.  Newlands.  Tbe  national-bank  notes  constitute  no  portion  of  the 
reserve,  I  believe! 

Mr.  Edmunds.  They  do  not,  by  law. 

Mr.  Newlands.  Do  you  propose  in  this  bill  that  the  bank  notes 
issued  shall  constitute  any  portion  of  the  reserve! 

Mr.  Edmunds.  By  no  manner  of  means,  and  we  go  a  step  farther,  and 
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require  that  no  bank  shall  count  as  a  part  of  its  money  on  hand  its  own 
notes. 

Mr.  Nbwi^ands.  Let  me  ask  yon  this  further  question :  Assuming,  as 

shown  by  the  Comptroller's  report,  that  the  banks  of  the  country  have 

between  $250,000,000  and  $300,000,000  in  gold,  over  $200,000,000  of  the 

$346,000,000  in  greenbacks  in  their  reserve,  I  ask  you  would  it  be  pos- 

]        sible  to  retire  $200,000,000  of  greenbacks  without  seriously  afiecting 

'         the  existing  reserves  of  banks t 

Mr.  Edmunds.  I  think  it  would  be  possible. 

Mr.  Newlands.  You  would  substitute  gold  coin  for  the  greenbacks 
they  have  nowt 

Mr.  Edmunds.  Yes,  or  silver  dollars.  I  am  in  favor  of  the  use  qf 
silver  dollars,  and  our  scheme  contemplates  the  use  of  silver  dollars. 

THE  SUPPLY  OP  GOLD. 

Mr.  Kewlands.  Assuming  that  we  could  get  no  gold  from  other 
countries,  and  that  we  rely  entirely  upon  the  lawful  money  that  is  in 
this  country  and  upon  the  gold  that  is  in  this  country  to  take  the 

J  lace  of  the  $200,000,000  which  you  require,  where  will  you  get  that 
200,000,000  in  gold? 

Mr.  Edmunds.  More  than  that  amount  of  gold  is  in  the  country  now; 
a  great  deal,  as  I  think,  and  I  will  answer  in  addition,  Mr.  Newlands, 
apart  from  your  assumption,  that  my  reading  and  experience  has  taught 
me,  and  I  have  no  doubt  that  it  has  taught  you,  that  gold  and  silver, 
the  precious  metals,  as  they  are  called,  are  under  no  law  of  tariff,  or 
-I  under  no  law  of  inclusion  or  exclusion;  that  they  go  just  where  they 
are  most  wanted.  They  go  wherever  there  is  a  demand  for  them. 
Wherever  they  are  wanted,  there  they  will  go,  their  movements  differ- 
ing even  from  breadstuffs,  where  movements  are  affected  one  way  or 
the  other  on  account  of  tariff's.  I  don't  know  but  there  was  once  a  duty 
on  the  precious  metals,  but  it  did  not  work ;  but  no  country  has  yet 
succeeded  in  controlling  by  law  the  movements  of  the  precious  metals. 
Gold  and  silver  flow  like  the  atmosphere  and  are  governed  by  a  law  like 
the  law  of  gravitation,  and,  therefore,  as  to  drawing  a  line  in  the  territory 
of  the  United  States  as  to  where  the  supply  would  come  from,  if  you 
will  pardon  me  for  saying  so,  I  think  it  is  a  little  sophistical. 

Mr.  Newlands.  Let  me  explain.  I  propose  to  divide  the  question 
into  two  parts.  I  first  propose  to  ascertain  whether  you  could  get  the 
gold  from  this  country;  and  secondly,  if  not,  then  from  what  countries 
yon  could  get  it.  I  quite  agree  with  you  that  gold  will  flow  wherever 
it  is  required.  The  Comptroller's  report  shows  that  almost  all  of  the 
silver  certificates,  which  represent  of  course  the  silver  coin  in  the 
Treasury,  are  in  the  hands  of  the  people  in  general  circulation — in 
the  i>ockets  of  the  people,  and  not  in  the  banks. 

Mr.  Edmxtnds.  You  mean  the  smaller  certificates. 

Mr.  Newlands.  Well,  almost  all.  The  banks  hold  very  little  silver, 
^      according  to  the  rex)ort  I  refer  to. 

Mr.  Edmunds.  I  think  the  banks  have  largely  got  the  big  silver 
certificates.  £  never  saw  a  silver  certificate  over  $20  in  circulation  in 
this  country  in  my  travels,  and  I  have  done  a  good  deal  of  traveling. 
They  may  be  in  savings  banks  or  brokers'  offices,  but  they  are  not  in 
actaal  circulation.  With  one  exception,  which  was  only  a  few  days 
ago,  I  have  never  seen  a  silver  certificate  pass  from  man  to  man  above 
I2U  in  denomination. 
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Mr.  Ne  WLAKDS.  Is  there  any  large  amonnt  of  tbese  silver  oertifioates 
of  the  thousaud-dollar  denomiDationf 

Mr.  Edmunds.  I  do  not  know  about  certificates  of  the  denomination 
of  $1,000,  bat  a  large  amount  are  in  denominations  over  $20.  That  is 
in  oar  report. 

Mr.  NEWLAin)S.  On  page  33  of  the  Comptroller's  report  he  says 
<<that  the  amount  of  coin  and  other  currency  held  by  the  banks  was 
$628,000,000,  classified  as  follows :  Gold,  $242,000,000 ;  silver,  $53,000,0Ou ; 
legal  tenders,  $246,000,000  (I  presume  that  means  greenbacks) ;  specie 
not  classified,  $2,000,000 ;  cash  not  classified,  $82,000,000."  So  you  see, 
according  to  this,  only  $53,000,000  of  silver  are  in  the  reserves  of  banks. 
«  Mr.  Edmunds.  Does  that  mean  silver  coint 

Mr.  Kbwlands.  Perhaps  the  Secretary  of  the  Treasury,  can  tell  as 
that. 

Secretary  Gage.  It  probably  means  silver  coin ;  but  silver  certificates 
ought  to  be  classified  there.    I  think  you  will  find  it. 

Mr.  Oox.  The  figures  are  in  your  report:  ^< Outstanding  silver  certifi- 
cates to  the  amount  of  $384,000,000,  of  which  $11,000,000  are  in  the 
Treasury;  $372,000,000  are  in  circulation." 

Mr.  Newlands.  It  is  immaterial  to  go  into  that  with  any  minuteness. 

Mr.  Edmunds.  I  have  got  it  here  now.  The  silver  certificates  above 
$5  are  given  here.  The  division  on  $20  is  not  given.  The  silver  certifi^- 
Gates  above  $5  amount  to  $229,205,031. 

Mr.  Newlands.  That  is  the  amount  above  $5t 

Mr.  Edmunds.  Yes,  sir. 

Mr.  Newlands.  Assuming  that  the  Comptroller's  report  is  correct, 
the  amount  of  coin  and  other  currency  held  by  the  banks  amounts  to 
$628,000,000,  of  which  $242,000,000  is  gold,  and  $53,000,000  is  silver; 
greenbacks,  $246,000,000,-  specie  not  classified,  $2,000,000,  and  cash 
not  classified  $82,000,000.  I  presume  you  will  agree  with  me  that  the 
rest  of  the  money  of  the  country  must  be  in  the  hands  of  the  people  in 
general  circulation  or  hoarded,  one  or  the  other. 

Mr.  Edmunds.  No;  there  are  vast  numbers  of  trust  companies,  vast 
numbers  of  State  banks,  and  all  sorts  of  financial  institutions  that  the 
Comptroller  has  nothing  to  do  with,  and  those  have  a  great  deal  of  this 
money. 

Mr.  Ne WLANDS.  Yes,  sir ;  but  this  statement,  as  I  u  nderstand  it,  gives 
the  capital,  surplus,  undivided  profits  and  involved  profits  of  national 
banks  on  July  23, 1897,  and  all  other  banks  and  banking  institutions, 
according  to  the  last  report  received  from  them.  So  he  seems  to  have 
obtained  a  report  from  all  banking  institutions  in  the  country. 

Mr.  Edmunds.  Yes,  sir. 

Mr.  Newlands.  Now,  assuming  that  the  coin  and  currency  in  the 
hands  of  the  banks  amounts  to  this  sum  of  $628,000,000,  divided  in  this 
way,  and  the  balance  of  the  money  is  either  in  the  hands  of  the  people 
or  in  the  United  States  Treasury,  or  hoarded 

Mr.  Edmunds  In  some  sort  of  an  institution  or  with  the  people 
somewhere,  yes,  sir. 

Mr.  Newlands.  Or  in  some  sort  of  an  institution.  I  ask  you  how 
can  you  retire  the  $200,000,000  of  this  $246,000,000  of  legal  tenders  in 
the  banks  without  substituting  something  that  will  take  its  place  as 
reserves  for  depositors? 

Mr.  Edmunds.  You  can  not.    I  do  not  think  you  could. 

Mr.  Newlands.  You  must,  then,  get,  as  you  say,  either  gold  or  silver! 

Mr.  Edmunds.  Yes,  sir.  That  is,  when  the  time  comes — when  the 
greenbacks  are  all  in« 
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Mr.  Netwlands.  Now,  then,  the  silver,  as  I  understand  it,  is  practi- 
cally in  circulation  among  the  people.  Tne  banks  avoid  holding  either 
silver  or  silver  certificates,  ana  the  money  that  is  in  actual  circulation 
among  the  people  consists  mainly  of  silver  certificates.    Is  not  that  sof 

Mr.  Ebhxtnds.  Not  mainly.  It  consists  of  greenbacks,  national-bank 
notes,  and  silver  certificates  and  the  United  States  Treasury  notes  of 
1890. 

Mr.  Newlands.  Did  you  ever  take  occasion  to  examine  the  bank 
notes  in  your  possession  to  ascertain  what  proportion  of  greenbacks,  for 
instance,  you  would  find? 

Mr.  Edmunds.  No;  I  have  enough  faith  in  all,  although  it  would  only 
take  a  few  minutes  to  go  over  my  whole  stock. 

Mr.  NEWLAifDS.  The  OomptroUer's  report  says  that  out  of  the  $346,- 
000,000  of  greenbacks  $246,000,000  are  in  the  hands  of  the  banks,  and 
you  know  there  is  quite  a  large  amount  of  greenbacks  impounded  in 
the  Treasury  now.    Is  not  that  soT 

Mr.  Edmunds.  Yes,  sir. 

Mr.  Newlands.  Pretty  nearly  $100,000,000! 

Mr.  Edmunds.  About  $50,000,000  or  $60,000,000  all  told. 

Mr.  Newlands.  That  would  make  $300,000,000  out  of  the  $346,000,- 
000.  So  there  are  only  $46,000,000  of  greenbacks  in  actual  circulation 
among  the  people  according  to  that,  and  the  rest  of  the  money  in  cir- 
culation among  the  people  must  be  either  gold  or  silver  certificates! 

Mr.  Edmunds.  The  national-bank  notes,  of  which  there  is  quite  a 
respectable  number. 

Mr.  Newlands.  One  moment  there.  I  am  confining  myself  entirely 
to  the  consideration  of  legal-tender  money  that  constitutes  the  reserves 
of  banks.  I  am  addressing  myself  to  the  question  whether,  having 
retired  $200,000,000  of  this  $246,000,000  of  greenbacks,  you  can  find 
something  else  to  take  its  place.  Now,  I  assume,  and  I  presume 
you  will  agree  with  me,  that  the  people  to-day  have  no  more  money  in 
actual  use  among  themselves,  in  their  pockets,  for  their  daily  transac- 
tions, than  is  required. 

Mr.  Edmunds.  I  dare  say  that  may  be  so. 

Mr.  Newlands.  Then  you  would  not  expect  to  get  that  money,  would 
you,  to  put  in  the  banks  as  bank  reserves  in  the  place  of  the  $200,000,000! 

Mr.  Edmunds.  That  would  depend  upon  whether  they  chose  to  dei)osit 
it  and  take  stock  in  banks  and  that  sort  of  thing. 

Mr.  Newlands.  If  they  did  deposit  it,  it  would  constitute  additional 
deposits  ! 

Mr.  Edmunds.  That  would  depend  on  whether  the  existing  deposits 
were  drawn  out,  they  being  in  other  kinds  of  money. 

Mr.  Newlands.  But  assuming  that  the  amount  of  deposits  in  the 
banks  now  is  normal  and  that  the  people  now  propose  to  take  a  certain 
proportion  and  put  it  in  the  banks,  that  would  constitute  an  additional 
amount  of  deposits! 

Mr.  Edmunds.  Undoubtedly^  unless  they  were  diminished. 

Mr.  Newlands.  Against  which  additional  reserves  would  have  to  be 
held! 

Mr.  Edmxtnds.  Yes. 

Mr.  Newlands.  If,  then,  the  silver  certificates  are  in  actual  use 
among  the  people,  if  the  $40,000,000  or  $50,000,000  of  greenbacks  I 
refer  to  outside  of  the  Treasury  are  in  actual  use  among  the  people,  if 
the  gold  outside  of  the  Treasury  is  in  actual  use  among  the  people, 
how  can  yen,  ^fter  retiring  this  $200,000,000  of  greenbacks,  restore  the 
legal  reserves  of  the  banks  without  depleting  the  pockets  of  the  people! 
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Mr.  Edmitnds.  My  dear  Mr.  Newlauds,  there  is  this  total  amount  of 
money  in  the  country.  If  there  is  not  gold  enough,  as  I  have  said,  in 
the  next  five  years,  for  the  thing  does  not  go  beyond  $50,000,000,  except 
slowly,  as  the  national  bank  notes  go  out,  you  have  the  same  total 
amount  of  money  you  had  before,  but  you  have  changed  its  position 
and  form.  If  a  bank  can  not  find  the  gold  to  hold  its  reserves  in,  then 
it  would  be  obliged  to  decline  deposits  and  the  money  would  have  to 
stay  in  the  hands  of  the  people.  But  it  seems  to  me,  with  great  respect 
to  the  opposite  view,  that  it  is  reasoning  somewhat  in  a  circle  to  sap- 
pose  that  the  actual  financial  use  of  money  in  the  United  States,  in  the 
actual  condition  of  things  to  day,  leaving  out  the  gold  question,  is  going 
to  be  diminished  by  the  fact  that  national-bank  notes  are  to  take  the 
place  of  the  United  States  currency,  of  whatever  kind.  I  am  not  now 
on  the  question  of  whether  it  would  be  as  good  or  not,  but  as  to  volume 
it  seems  to  me  that  the  same  embracing  circle  holds  it  all. 

The  Ohaibman.  Does  not  your  bill  permit  silver  to  be  kept  in  reserve  t 

Mr.  Edmunds.  If  silver  is  lawful  money,  yes,  sir;  and  silver  is  lawful 
money  by  the  bill. 

Mr.  MoOlbary.  Does  not  the  world  produce  $200,000,000  of  gold  a 
year? 

Mr.  Edmunds.  Yes,  sir;  I  think  so,  according  to  present  indication. 

(To  Mr.  Newlands.)  And  we  might  possibly  come  to  a  time  not  ten 
years  away,  when  we  would  have  to  abolish  gold  as  a  standard  and 
make  silver  the  standard  as  being  the  most  precious  of  all  metals. 

Mr.  Cox.  I  am  sure  that  would  be  done,  anyway. 

Mr.  Edmunds.  Whether  it  is  precious  or  not. 

Mr.  Newlands.  You  have  stated  that  gold  would  flow  wherever 
required. 

Mr.  Edmunds.  And  I  believe  you  agreed  with  me  about  that. 

Mr.  Newlands.  Yes;  it  would  flow  wherever  it  was  required  the 
most,  and  the  only  question  is  what  we  have  to  pay  for  it.  Can  you 
tell  me  any  country  in  the  world  that  today  has  a  surplus  of  gold? 

Mr.  Edmunds.  I  can  not.  I  do  not  think  there  is  any  such  country. 
That  is  why  we  are  starving  and  freezing  in  the  Klondike — to  get  gold. 

Mr.  Newlands.  You  do  not  think  there  is  enough  gold  in  the  world 
to  do  the  business  of  the  world? 

Mr.  Edmunds.  No  ;  there  is  not  enough. 

Mr.  Newlands.  Therefore  you  rely  mainly  upon  the  increased  pro- 
duction of  gold  in  the  future. 

Mr.  Edmunds.  No;  not  for  this  purpose.  There  is  plenty  of  gold  for 
all  these  banking  purposes,  for  this  country  and  every  other,  and  for 
the  puri)ose8  of  the  people. 

Mr.  Newlands.  I  believe  you  have  already  agreed,  have  you  not, 
that  if  $200,000,000  of  the  greenbacks  should  be  withdrawn  from  the 
bank  reserves,  some  of  the  legal  money  must  take  its  place! 

Mr.  Edmunds.  Unquestionably. 

Mr.  Newlands.  That  must  be  either  silver  certificates  or  silver  or 
gold. 

Mr.  Edmunds.  When  the  greenbacks  are  all  gone. 

Mr.  Newlands.  We  now  come  to  the  question  of  the  production  of 
gold.  You  say  it  is  over  (200,000,000  per  annum.  Have  you  any  idea 
how  much  of  that  is  used  in  the  arts! 

Mr.  Edmunds.  I  have  not. 

Mr.  Newlands.  Do  you  think  one-half  of  it  is  used  in  the  artsf 

Mr.  Edmunds.  Oh,  no;  I  do  not  think  so.  That  is  a  subject  I  have 
not  studied  and  am  not  competent  to  give  evidence  upon. 
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Mr.  Nbwlands.  We  get  only  a  part  of  that  $200,000,000! 

Mr.  Edmunds.  That  will  depend  on  the  law  of  sapply  and  demand. 

Mr.  Newlands.  We  have  70,000,000  of  people  out  of  about  1,300,- 
000,000  people  in  the  world. 

Mr.  Edmtnds.  Yes. 

Mr.  NEWiiANDS.  How  much  of  that  annual  production,  then,  can  we 
expect  to  get,  even  assuming  that  noqe  is  used  in  the  arts! 

Mr.  Edmunds.  I  would  strike  off  first,  Mr.  Newlauds,  out  of  your 
1,300,000,000  people,  about  600,000,000  or  700,000,000  of  people  who  do 
not  want  either  gold  or  silver.  They  possibly  want  paper  and  nothing 
else.  Now  yon  come  down  to  500,000,000  people  of  civilized  communi- 
ties who  have  trade  and  business  and  need  cash.  I  think  our  propor- 
tion of  that  would  be  quite  adequate  to  all  our  needs.  But  all  that  is 
modified  by  the  fact  that  the  gold  goes  where  the  best  and  most  advan- 
tageous use  of  it  is  to  be  obtained. 

Mr.  Kewlands.  And  to  the  country  that  will  pay  the  most  for  itt 

Mr.  Edmunds.  Undoubtedly. 

Mr.  Newlands.  In  products,  etc.,  and  property  t 

Mr.  Edmunds.  Tes,  sir. 

Mr.  IJbwlands.  You  say  you  do  not  know  what  proportion  is  used 
in  the  arts.  Have  you  ever  seen  a  statement  as  to  thatt  The  state- 
ment is  that  more  than  one-half  is  used. 

Mr.  Edmunds.  I  am  sure  that  is  a  great  mistake. 

Mr.  Mitchell.  You  do  not  mean  to  give  the  impression  that  the 
people  are  worse  off  in  having  strong  banks  instead  of  putting  their 
money  in  stockings  or  stoves  t 

Mr.  Edmunds.  I  mean  to  say  that  they  are  a  great  deal  better  off. 

The  Ghaibman.  Oentlemen,  allow  me  to  introduce  to  you  the  Hon. 
Charles  8.  Fairchild,  of  New  York,  ex-Secretary  of  the  Treasury,  who 
is  one  of  the  framers  of  the  pending  bill. 


STATEKEHT  OF  HON.  CHARLES  S.  FAIBCHILD,  OF  NEW  YORK, 
A  MEMBER  OF  THE  MONETARY  COMMISSION  AND  EX-SECRETARY 
OF  THE  TREASURY. 

Mr.  Chairman  and  gentlemen  of  the  committee,  in  accordance  with 
the  suggestion  of  the  chairman,  I  would  state  that  I  reside  in  New  York 
City,  and  am  president  of  the  s^ew  York  Security  and  Trust  Company. 
I  was  Secretary  of  the  Treasury  from  April,  1887,  until  March,  1889.  I 
was  Assistant  Secretary  of  the  Treasury  for  two  years,  and  previous  to 
that  i  had  been  a  lawyer.  I  could  also  say  that  I  was  attorney-general 
of  the  State  of  New  York  for  two  years,  and  deputy  attorney-general 
for  two  years. 

I  have  very  little  to  say,  and  I  would  prefer  before  saying  anything 
extensively  to  answer  any  questions  and  throw  any  light  I  can  on  any 
portion  of  this  bill  to  the  extent  of  my  ability. 

The  most  I  would  have  to  offer  now  would  be  certain  general  consid- 
erations, which  have  greatly  helped  me  in  coming  to  conclusions  upon 
the  whole  currency  and  banking  question  and  the  relations  of  govern- 
ment to  it,  which  has  been  a  process  of  development  and  change  in  my 
own  mind  during  now  quite  a  number  of  years.  And  to  get  the  phi- 
losophy of  such  a  bill  as  this  and  what  is  in  the  minds  of  the  men  who 
recommend  it,  I  think  that  certain  fundamental  considerations  are 
necessary. 
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THE  STAinjARD  OF  VALUE. 

In  the  first  place,  SpS  to  this  inuchiuooted  qaestion  of  standard,  I  do 
not  believe  that  governments  have  any  more  power  over  it  than  they 
have  over  the  tides  or  the  winds.  That  is  a  conclnsion  I  was  forced  to 
come  to  in  order  to  explain  many  difficnlties  that  I  foand  arising  under 
the  other  theories.  I  think  all* experience  shows  that  standards  of 
value  are  selected,  created,  by  the  habits  of  individual  men,  enough  of 
them  doing  the  same  thing  and  the  same  idea  going  through  their 
minds  to  create  standards  of  value.  It  is  not  even  a  consensus  of 
opinion  among  100  people— but  a  man  doing,  with  his  neighbor  and  tbe 
man  with  whom  he  trades,  that  which  he  takes  to  be  best.  Out  of  that 
haa  come  at  all  times  in  the  world  the  standard  by  which  the  values 
are  measured ;  and  the  higher  you  go  in  business  methods  the  more 
exactness  seems  to  be  required  in  the  standard. 

You  go  into  the  center  of  Africa  and  you  find  an  African  tribe  there. 
They  have  a  certain  rough  standard  of  value  among  themselves  by 
which  they  measure  their  transactions  and  their  services.  It  is  not 
bank  credit,  it  is  not  gold,  it  is  not  silver.  It  must  be  some  very  large, 
more  tangible  thing  for  them.  And  so  at  different  times  in  the  world 
there  have  been  these  standards  of  value — cattle,  toba(*>co,  wampum, 
and  what  not — which  have  been  the  result  of  concurring  habits  of  men, 
not  the  result  of  even  a  conscious  agreement  among  them,  and  certainly 
not,  never,  the  result  of  legislation. 

Governments  have  adopted  standards  that  they  have  found  to  be  in 
existence,  thus  created,  thus  made,  and  in  that  way  they  have  served 
the  convenience  of  the  people  in  settling  dispute,  making  something, 
where  you  had  not  specified  in  the  contract,  with  which  your  contracts 
were  settled,  and  serving  a  very  considerable  convenience;  but  they 
have  created  nothing.  They  can  not  create  anything.  Now,  govern- 
ments have  tried  to  change  it.  Governments  may  make  a  legal  standard 
among  themselves,  among  their  own  people,  and  attempt  to  change  the 
real  standard,  but  they  only  make  confusion  and  trouble  by  doing  that; 
they  only  make  uncertainty  in  transactions.  Men  still  have  in  their 
minds  the  real  standard,  which  has  been  selected  in  the  way  that  I  have 
spoken  of,  by  which  really  their  transactions  are  measured  and  their 
values  are  measured,  and  the  other  thing  varies  as  to  that. 

Therefore,  if  that  is  true,  and  I  think  that  it  is  trae,  we  have  not 
theories  to  deal  with;  we  have  simply  to  ascertain  a  fact.  To  day  the 
fact  of  civilization  is  that  gold  is  the  standard  by  which  the  business 
of  the  world  measures  its  transactions.  It  is  not  a  question  whether  it 
oaght  to  be  so  or  not.  It  is  a  question  of  a  fact,  and  a  fact  that  we  can 
not  get  away  from^ust  as  the  use  of  steel  or  the  use  of  electricity  is  a 
fact  to-day.  You  might  as  well  legislate  that  people  are  to  use  horses, 
to  use  old  methods,  and  expect  to  benefit  mankind,  as  to  legislate  that 
they  shall  transfer  their  property  by  some  other  thing  than  that  which 
they  choose.  What  Governments  should  do  is  to  either  leave  them 
alone  altogether  or  else  adopt  that  which  the  result  of  business  trans- 
actions shows  to  be  the  fact. 

Bepeal  all  your  laws  and  all  men  will  have  to  do  will  be  to  put  a  few 
more  words  in  contracts.  They  will  then  take  care  of  themselves.  As 
to  the  standard,  the  Government  should  simply  attempt  to  ascertain 
what  is  the  fact  and  then  for  convenience  incorporate  that  into  law. 

]^ow,  you  do  not  give  a  standard  any  value  by  legislation.  It  has 
got  its  value  before  your  legislation  said  anything  about  it.  Your 
legislation  has  not  added  anything  to  it  at  all ;  how  can  it  add  anything 
toitf 
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THE  MEDIUM  OF  EXGHANaS. 

Now,  when  we  come  to  the  medium  of  exchange  of  circnlation,  we 
\?iU  not  only  have  made  it  a  standard,  bnt  we  also  generally  make  it 
a  legal  tender.  You  have  not  added  one  iota  of  value  to  a  thing  by 
making  it  a  legal  tender,  so  far  as  by  our  human  instruments  we  can 
measure  it.  That  is  shown  by  the  experience  of  all  mankind.  What 
can  you  enable  it  to  do  when  you  make  it  a  legal  tender t  You 
enable  it  to  pay  past  debts.  Apparently,  at  first  blush,  it  would 
seem  as  if  that  gave  great  value  to  the  thing,  but  historically  we 
have  found  that  plenty  of  the  moneys  which  have  been  invested  witii 
the  legal-tender  quality  have  become  utterly  valueless.  Those  moneys 
generally  had  the  credit  of  the  issuing  Government  behind  them, 
and  when  that  credit  disappeared  the  legal-tender  quality,  for  some 
reason  or  other,  failed,  in  instance  after  instance,  to  retain  any  value 
whatever  in  that  money,  although  there  must  have  been  plenty  of 
past  debts  that  could  have  been  paid  with  it. 

I  found  it  necessary  to  try  to  get  an  explanation  of  those  phenomena, 
because  they  seemed  to  contradict  what  would  seem  to  be  a  reasonable 
theory.  They  did  contradict  a  reasonable  theory,  that  investing  a  thing 
with  legal-tender  quality  would  give  it  value.  But  when  you  come  to 
examine  you  find  that  the  reason  that  that  legal-tender  quality  is  so 
X>owerless  is  that  the  number  of  past  debts  which  become  due  and  are 
payable  in  any  particular  period,  day,  month,  or  year,  is  so  small  in 
comparison  with  the  current  transactions  of  that  same  period,  that,  as 
it  were,  they  become  an  infinitely  small  quantity,  and  therefore  if  the 
thing  will  not  carry  on  current  transactions  the  one  thing  that  it 
wOl  do  is  very  feeble  in  giving  values,  important  as  it  is  to  the  particu- 
lar individual  who  has  a  debt  to  pay.  But  it  is  not  only  unimportant, 
comparatively,  in  amount,  but  unimportant  in  the  services  that  man 
requires  money  to  perform,  namely,  to  keep  you  alive  while  your  debt  is 
becoming  due,  and  to  give  you  food  and  clothing  and  shelter.  Then  it 
is  not  money;  it  has  no  value. 

If  the  census  of  1890,  where  it  is  attempted  to  show  the  past  debts  of 
the  country  of  one  kind  and  another,  be  compared  with  the  clearing- 
house transactions  of  any  year,  you  will  see  that  not  more  than  4  per 
cent  of  the  transactions  of  any  single  year  can  consist  of  the  liquida- 
tion of  debts  that  antedated  that  year;  and  that  is  a  comparison  simply 
with  the  clearing-house  transactions,  and  we  know  that  there  is  a  vast 
body  of  transactions  that  do  not  appQar  in  the  clearing-house  trans- 
actions at  alL  Therefore  the  liquidation  of  past  debts  is  statistically 
shown  to  be  relatively  very  small  as  compared  with  current  transac- 
tions, and  the  final  consideration  is  that  it  must  be  so,  because  out  of 
what  fond  are  you  going  to  accumulate  the  money  with  which  to  dis- 
charge past  debts!  It  must  be  that  the  only  place  from  which  it  can 
be  gotten  is  firom  the  profits  of  current  transactions.  Therefore  the 
current  transactions  must  bear  an  enormously  greater  proportion  to 
past  debts. 

I  have  stated  these  general  considerations,  gentlemen,  assuming  that 
what  we  are  all  seeking  in  this  matter  is  to  get  at  the  exact  truth.  I 
have  tried  to  do  so  in  my  consideration  of  this  matter  for  a  number  of 
years,  and  I  have  tried  to  solve  to  my  mind  some  things  that  puzzle  me; 
and  as  the  result  of  just  these  considerations  I  have  come  to  the  conclu- 
tioD  that  the  Oovernment  is  absolutely  powerless  in  the  presence  of 
this  question  so  far  as  creating  or  conferring  any  value  either  by 
making  a  thing  a  standard  or  making  it  a  legal  tender;  and  therefore  its 
duty  was  to  ascertain  what  had  been  selected  as  the  standard  by  the 
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coDcnrring  habits  of  the  people  who  would  wish  to  use  money  in  their 
transactions,  and  then  establish  it  accordingly.  If  yon  attempt  to  do 
anything  else,  if  yon  are  mistaken  in  the  fact,  it  will  soon  manifest 
itself  by  the  confusion  that  will  arise  in  your  transactions. 

So  much  for  that  general  consideration  as  to  the  power  of  Govern- 
ment, and  what  we  ought,  consequently)  to  do. 

BANKING. 

Coming  to  the  consideration  of  the  banking  question,  there  are  one 
or  two  general  considerations  that  I  have  found  it  useftil  to  examine. 
One  is:  Suppose  we  divest  this  subject  of  banking  of  law;  suppose 
we  start  at  it  in  a  natural  way  and  see  trhat  men  would  do,  what 
they  ought  to  do — and  I  have  found  it  helpful  to  go  through  that 
process — and  then  see  what  Government  ought  to  do  in  aid  of  it,  and 
what  it  can  do,  usefully  and  properly,  and  how  it  gets  its  right  to  legis- 
late about  it  at  all,  to  interfere  in  the  transactions  of  mankind. 

In  the  first  place,  as  to  the  bank  note.  Why  should  Government 
legislate  about  a  bank  note  at  allt  Why  should  we  cumber  our  statate 
books  with  the  subject  in  any  way  whatever  t  What  is  a  bank  notef 
It  is  an  obligation  like  a  time  note,  except  it  is  on  demand.  It  does 
not  bear  interest,  and  is  generally  in  small  sums,  convenient  for  the 
use  of  many  people. 

Now,  what  is  the  reason  that  Government  should  interfere  or  do  any- 
thing about  a  bank  note  that  it  does  not  do  about  any  other  indebted- 
ness, for  it  is  only  an  evidence  of  indebtedness!  Is  it  to  protect  the 
holder  of  the  note  from  losst  Not  at  all.  We  have  no  business  to 
Interfere  on  that  account.  All  we  ought  to  do  there  is  to  provide  our 
courts,  under  which  a  man  can  recover,  just  as  he  does  on  any  other 
debt,  on  an  execution.  It  is  not  to  save  A,  B,  or  G,  or  any  gentleman  in 
this  room  from  loss  on  a  bank  note  that  Government  interferes.  Other- 
wise it  grossly  discriminates  between  different  classes  of  creditors,  and  if 
it  carried  it  on  far  enough  it  would  interfere  in  all  business  transactions. 
I  conceive  that  the  way  Government  gets  its  right  to  interfere  as  to 
these  demand  obligations  is  this:  They  were  found  to  be  a  most  useful 
instrument  in  transferring  property  and  services  from  man  to  man.  To 
attain  their  highest  usefulness,  however,  it  was  necessary  that  they 
should  have  great  rapidity  of  movement,  and  in  order  to  attain  that 
rapidity  of  movement,  the  receiver  of  them  must  be  saved  the  necessity 
of  looking  to  the  credit  of  the  issuing  party,  whoever  he  might  be. 

Therefore  Government  properly  came  in  and  devised  a  system  by 
which  they  shall  be  issued  and  then  certifies  that  they  are  issued  under 
that  system.  So  that  a  man  who  takes  a  note,  if  he  knows  how  good 
the  system  is,  can  know  how  good  the  note  is,  and  he  does  not  have  to 
stop  to  look  farther.  He  has  to  know  one  large  thing,  instead  of  a 
vast  number  of  smaller  things. 

Now,  that  is  the  same  service  exactly  that  the  Gk)vernment  performs 
when  it  coins  pieces  of  bullion.  In  the  case  of  silver  another  service  is 
performed,  because  with  the  silver  dollars  the  Government  has  put  a 
certain  degree  of  promise  behind  them;  but  take  a  piece  of  gold — and 
it  would  be  the  same  way  with  silver  if  we  had  the  free  coinage  of  silver 
with  no  Government  credit  behind  it — and  what  the  Government  does 
m  that  instance  is  simply  to  take  the  piece  of  bullion  from  the  owner 
of  it  and  put  it  in  a  certain  form  and  certify  that  it  is  such  a  quantity 
and  of  such  quality.  The  Government  does  not  contribute  any  capital; 
it  does  not  put  anything  into  the  bullion  transaction;  it  does  not  con* 
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fer  mach  benefit  npoD  the  owner  of  the  bnllion,  becaase  he  could  pat 
the  weight  and  the  quality  on  it  if  the  Government  did  not  do  that, 
but  it  does  confer  a  very  great  benefit  upon  the  people  who  want  to  use 
that  bullion  for  the  transfer  of  their  property  and  services^  in  that  it 
saves  them  the  trouble  of  assaying  and  weighing. 

The  Government  does  the  same  thing  with  a  bank  note.  It  does  not 
put  any  capital  into  it.  It  does  not  give  it  any  credit  except  tbat  it 
provides  a  system  and  certifies  that  it  is  issued  under  that  system, 
The  Government  performs  a  great  service  in  that  way,  of  course, 
to  the  x>eople  who  want  to  use  bank  notes,  and  in  both  cases  it  per- 
forms a  great  service  to  the  whole  community  in  that  it  diminishes 
the  amount  of  bullion  and  the  number  of  bank  notes  necessary  to  carry 
on  the  transactions  of  the  community,  because  it  gives  them  both 
greater  rapidity  of  movement  and  causes  less  of  them  to  be  required 
for  the  same  volume  of  transactions. 

If  that  is  a*  true  statement  of  the  Government's  irinctions  in  regard 
to  bank  notes,  it  has  always  seemed  to  me  we  should  approach  the  sub- 
ject with  the  fact  in  view  that  the  duty  of  Government  is  not  to 
repress  these  things,  but  to  go  on  in  the  direction  of  tbe  principle,  the 
philosophy,  which  has  given  it  its  right  to  interfere  at  all,  and  simply 
provide  for  the  greatest  facility  of  movement,  that  being  dependent  on 
the  goodness  of  the  system  that  it  devised,  and,  having  done  that,  leave 
the  people  to  take  care  of  themselves. 

GOVERNMENT  AND  BANKS. 

Another  consideration  that  is  helpful  is  what  Government  does  for 
banks.  We  hear  much  of  the  great  obligations  that  banks  are  under 
to  Government,  the  great  privileges  conferred  upon  banks  and  bankers 
by  Government.  I  venture  to  say  that  if  any  man  will  try  to  categori- 
caUy  answer  to  himself  what  those  privileges  are,  he  will  find  it  diffi- 
cult— very  difficult,  indeed. 

What  does  Government  do  when  it  authorizes  a  bank  to  do  business — 
when  it  gives  a  bank  a  charter?  It  enables  a  quantity  of  scattered 
capital,  which  would  otherwise  be  quite  inefi:ective,  to  come  together 
and  then  helps  its  business,  as  it  were,  by  advertising  it.  It  certifies 
that  the  bank  is  organized  under  a  certain  system,  that  there  was  so 
much  capital  invested,  that  it  is  under  a  certain  inspection,  and  all  that. 

Having  done  that,  whom  does  it  help  in  the  greatest  degree?  Why, 
it  helps  the  thousands  of  people  who  want  to  use  that  thing  tbr  con- 
venience. They  are  the  ones  who  are  helped.  The  people  who  have 
pat  their  capital  in  it  are  l^elped  somewhat,  but  they  could  have  used 
their  capital  in  a  thousand  different  ways.  They  did  not  have  to  put 
it  into  that  bank,  and  probably  if  they  had  not  any  banks  they  could 
have  lent  it  more  profitably  to  individual  persons;  but  the  community 
would  nothavebeennearlysoconveniently  served,  and  that  capital  would 
not  have  been  gathered  together  from  its  different  sources  to  serve  them 
in  that  way. 

When  yon  come  to  your  great  bankers,  they  do  not  need  any  Gov- 
ernment certification.  The  bankers  who  have  enormous  amounts  of 
capital  themselves,  and  whose  names  are  known  all  over  the  world, 
do  not  want  any  Government  charter  and  Government  certification, 
and  they  will  not  have  it. 

Therefore,  in  approaching  this  subject  of  banking,  I  think  we  want 
to  bear  always  in  mind  that  the  benefit  we  are  conferring  is  not  on  the 
stockholders  of  the  banks  by  devising  a  good  system,  but  upon  the 
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great  balk  of  tbe  commanity  tbat  wauts  to  use  the  system  in  the  trans- 
action of  business;  and  I  think  if  we  bear  that  in  mind  it  helps  us  very 
much,  because  it  removes  from  our  minds  certain  prejudices  that  are 
created  by  a  narrow  consideration  of  the  subject,  by  looking  at  a  par- 
ticular bank  which  has  gone  wrong  by  the  misdoings  of  a  particular 
individual,  leaving  out  of  consideration  the  great  mass  of  banks,  which 
always  go  right  and  which  are  of  vast  benefit  to  the  community.  Of 
course  we  want  to  put  such  restrictions  as  we  can  on  sporadic  and 
occasional  defect  and  wrongdoing,  but  we  want  to  remember  that  this 
is  a  great  beneficent  instrument  of  civilization,  and  we  want  to  do 
what  we  can  to  promote  it,  not  to  repress  it. 

LOANS  AGAINST  OREDIT. 

Another  process  I  find  usefal  is  to  find  how  a  bank  note— or  a  thing 
like  a  bank  note — would  be  used.  Suppose  there  is  a  man  in  a  country 
village  who  has  the  confidence  of  his  neighbors,  and  he  proposes  to  go 
out  and  buy  their  butter  or  cheese,  or  wheat  or  wool — whatever  it  may 
be;  and  the  community  has  confidence  in  him — ^believes  in  him.  He 
goes  to  a  farmer  who  has  one  of  these  products  on  hand  and  offers  to 
buy  it,  saying,  ^'  I  will  give  you  my  notes  payable  in  three  months  with 
interest,  and  before  those  three  months  have  expired  I  will  have  sold 
your  products  and  will  be  able  to  take  up  those  notes.'^  The  farmer 
would  say,  "  I  shall  be  very  glad  to  have  your  note,  for  I  trust  you.''  I 
am  assuming  now  that  this  is  a  man  with  a  perfect  credit.  But  the 
farmer  might  say,  <^  Your  time  notes  will  be  inconvenient  for  me.  I 
have  my  laborers  to  pay  and  a  great  many  small  demands  to  pay  out 
at  the  stores,  etc.,  and  it  will  be  a  great  convenience  to  me  if  instead 
of  giving  me  your  time  notes  you  will  give  me  a  number  of  your 
demand  obligations  in  various  small  sums  which  I  can  use  to  pay  my 
laborers,  and  they  can  use  them  to  pay  their  bills  at  the  store.  These 
demand  obligations  can  go  around  and  settle  a  number  of  our  obliga- 
tions among  ourselves.  It  will  be  a  convenience  to  all  of  us  if  you  will 
do  that,  and  we  are  all  willing  to  trust  you.  But  in  order  to  do  that 
you  will  have  to  provide  something  to  redeem  these  obligations  in  a 
shorter  time  than  three  months.  A  portion  of  them  will  come  back  to 
you,  and  you  will  have  other  bothers  about  them;  therefore  we  will  be 
willing  to  take  them  without  interest,  to  compensate  you  for  the  con- 
venience they  are  to  us." 

Of  course  the  man  would  do  that.    A  few  months  would  go  by,  and 
the  whole  transaction  would  be  completed,  and  the  community  would 
have  been  very  considerably  served,  not  only  by  buying  their  produce  * 
and  enabling  them  to  pay  each  other,  but  by  doing  other  business,  and 
they  would  all  be  settled  finally  by  the  original  issuer  of  the  notes. 

That  is  the  way  in  which  demand  obligations  would  be  issued,  and  so 
long  as  everybody  knows  each  other  there  is  no  reason  why  more 
restriction  should  be  put  upon  them  than  on  the  time  note.  It  is  only 
when  we  get  where  people  do  not  know  each  other  that  we  need  condi- 
tions, restrictions,  in  order  to  enable  the  notes  to  perform  this  very 
function. 

LOANS  AGAINST  BONDS. 

Suppnose,  however,  instead  of  this  farmer  saying,  <<  We  will  t-ake  your 
obligations  in  that  way,"  he  should  say, ''  We  want  these  sm^  notes, 
but  we  want  security  for  them;  we  don't  trust  you.  We  want  you  to 
go  and  buy  some  bonds  and  put  them  in  the  hands  of  a  trustee,  and  a 
particular  kind  of  bonds,  and  then  have  him  certify  that  your  notes  are 
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issued  against  those  bonds,  and  that  he  is  going  to  hold  them  until  you 
redeem  the  notes.'*  The  buyer  of  the  produce  would  then  say,  <'That 
is  a  very  different  proposition.  You  are  proposing  that  I  should  not 
only  deal  in  produce,  but  also  in  bonds.  I  shall  have  to  go  out  and  buy 
something  that  is  foreign  to  my  business  that  I  want  to  transact,  some- 
thing  that  bears  a  very  -low  rate  of  interest,  a  poor  investment  for  my 
money.    I  do  not  know  about  that." 

But  we  will  say  that  he  finally  would  do  it,  and  issue  the  notes,  and 
the  transaction  would  go  on  just  the  same  as  the  first  transaction  I 
instanced,  notes  going  on  and  going  around  and  being  canceled.  But 
at  the  end  of  the  time  the  buyer  of  the  produce  would  be  left  with  the 
bonds  on  his  hands,  and  he  would  then  be  sorely  tempted  to  say,  ^^  I 
can  not  wait  until  the  next  year  comes  around,  when  these  people  want 
to  sell  their  products;  I  must  do  something  with  these  bonds  and  get 
some  more  interest  on  my  money  in  the  meantime,"  and  he  would  be 
sorely  tempted  to  loan  those  notes,  or  use  them  in  ways  foreign  to  the 
business  he  was  mainly  carrying  on  and  subserving,  and  away  they 
vould  go. 

That  is  our  present  system  under  the  deposit  of  bonds,  as  against  the 
natural  system  based  on  the  transaction  itself,  with  all  the  securities 
behind  it,  with  all  the  capital  of  the  bank,  and  all  of  the  assets  which 
have  come  to  them  in  the  loans  which  it  is  proposed  in  this  bill  to  base 
your  bank-note  circulation  upon. 

As  nearly  as  possible,  that  would  be  the  natural  process  if  no  laws 
intervened,  throwing  about  it,  in  addition,  such  safeguards  as  carry 
out  the  legitimate  function  of  the  Government  in  aiding  rapidity  of 
circulation,  and  as  a  condition  precedent  to  that,  making  the  things 
sufficiently  secure.    That,  it  is  manifest,  is  done  by  this  system. 

[At  this  point  (I  p.  m.)  the  committee  took  a  recess  until  2  p.  m.,  when 
the  committee  reassembled  and  Mr.  Fairchild  continued  his  statement.] 

WHEN  aOVEBNMENT  CREATES  VALUE. 

Mr.  Faibohild.  My  attention  has  been  called  by  someone  to  a  care- 
less expression  of  mine  in  my  remarks  before  recess,  in  saying  that  the 
Government  can  not  give  value  to  anything.  I  should  have  limited 
that  by  saying  that  it  can  not  give  a  value  to  anything  by  calling  it  a 
standflj^  or  investing  it  with  the  legal- tender  quality.  It  does  not  give 
value  to  money  by  investing  it  with  legal-tender  quality  or  calling  it 
the  standard  of  value.  Of  course,  it  can  give  value  to  a  thing  by  put- 
ting its  own  credit  behind  it,  as  it  gives  value  to  the  greenbacks.  It 
gives  a  certain  value  to  silver  in  the  same  way.  But,  after  all,  that  is 
putting  in  something  of  value,  which  is  its  own  credit.  It  gives  value 
to  certain  property  around  here  by  erecting  the  Oapitol,  and  therefore 
creating  a  demand  for  this  property.  I  should  confine  my  statement 
to  saying  that  the  peculiar  nature  and  functions  that  the  standard  of 
value  performs  and  that  a  legal-tonder  money  performs  are  such  that 
it  has 'been  found  as  a  matter  of  experience  that  the  mere  conferring 
by  Government  of  those  qualities  upon  either  substance  does  not  there- 
by give  any  value  which  could  be  measured. 

THE  NATUBAL  SYSTEM  OF  ISSUING  BAJXK  NOTES. 

We  are  trying  to  arrive  at  the  natural  system  of  issuing  bank  notes. 
Ko,  I  do  not  like  to  use  the  word  <<  issuing  "  on  assets,  because  it  is  very 
inaocurato  ;  you  issue  on  assets  now.  Bonds  are  an  asset  like  all  the 
assets  of  the  bank.    The  same  liability  is  behind  the  bank  note  now 
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that  would  be  behind  the  bank  note  under  this  system  or  any  other, 
becaase  the  bonds  are  part  of  the  assets,  and  if  the  bonds  were  defi- 
cient for  any  reason,  then  the  note  under  the  law  today,  as  you  know, 
has  a  prior  lien  upon  all  the  resources  of  the  bank.  So  it  is  a  more 
accurate  expression  to  say  issue  notes  without  a  deposit  of  a  portion 
of  their  assets  with  tihe  Government  or  a  trustee  as  collateral  security. 

Mr.  Johnson.  Would  the  term  "commercial  assets*^  do! 

Mr.  Fairghild.  Not  at  all.  It  is  a  different  process.  Ton  take  a 
part  of  your  assets  under  the  present  system  and  put  them  with  a 
trustee,  put  them  beyond  your  control,  and  we  now  have  to  designate 
Oovernment  bonds.  We  might  by  law  designate  something  else,  and 
that  they  should  be  put  beyond  their  control,  in  the  hands  of  a  trustee. 

Mr.  Fowler.  This  was  such  an  important  matter,  I  was  just  going 
to  say — and  I  presume  it  will  come  out  in  what  you  have  to  say — ^that 
it  would  be  well  if  we  would  agree  on  some  term.  A  current  credit  is 
what  I  understand  yon  to  mean. 

Mr.  Johnson.  Ton  think  the  term  "commercial  assets"  would  not 
do — is  not  broad  enough? 

Mr.  Fairghild.  Well,  the  bank  would  probably  own  more  or  less 
bonds.  You  would  not  call  those  commercial  assets,  and  yet  they  would 
be  liable  for  the  notes.  It  is  all  the  resources  of  the  bank  which  are 
pledged,  without  depositing  them,  or  any  portion  of  them,  with  a 
trustee.  That  is  the  ditference  between  the  two  systems,  and  it  seemed 
to  the  commission  that  it  was  following  the  natural  course  that  such 
business  would  take,  providing  the  Government  had  not  concerned 
itself  with  it  at  all,  and  that  we  simply  ought  to  try  not  to  interfere 
with  the  natural  course,  except  so  far  as  was  necessary  to  promote  the 
highest  usefulness  of  this  kind  of  tool,  and  a  note  or  money  is  noth- 
ing but  a  tool  that  people  want  to  use.  That  is  done  by  bindiiig 
together  the  banks  that  use  notes;  and  the  object  of  that,  let  me 
repeat,  is  not  to  save  A,  B,  or  O  from  loss  on  the  notes  of  a  particu- 
lar bank.  That  is  not  the  reason.  Otherwise  you  would  have  to  go 
very  much  further  and  protect  as  to  all  kinds  of  things. 

But  you  do  it  in  order  to  give  these  things  their  greatest  facility  of 
movement,  and  we  bind  the  banks  together  for  the  same  reason  that 
you  require  the  deposit  of  United  States  bonds  as  collateral  security 
for  the  notes  that  are  now  issued.  It  is  exactly  the  same  reason — in 
order  that  through  the  failure  of  any  particular  bank  and  its  failure 
to  redeem  its  notes,  discredit  shall  not  be  cast  on  the  notes  of  that 
bank — that  is  of  very  little  importance  to  the  community,  because  they 
are  Ito  small  in  number — ^but  in  order  that  no  man  may  be  obliged  to 
stop  and  see  whether  the  notes  of  that  bank,  or  of  any  other  of  our 
banks,  or  of  any  other  particular  bank,  are  coming  into  his  possession. 
That  is  the  reason,  I  apprehend,  that  the  deposit  of  bonds  is  required; 
and  in  lieu  of  that,  believing  we  would  get  a  more  useful  currency,  more 
readily  responsive  to  the  needs  of  the  country,  we  propose  to  combine 
the  issuing  banks,  so  that  they  shall  be  responsible  for  the  notes  of  all 
the  banks  that  issue. 

SAJPETY. 

Now,  as  to  the  safety  of  this  provision.  We  provide,  you  know,  that 
up  to  60  per  cent  of  its  capital  the  banks  may  issue  notes  without  a  tax, 
then  up  to  80  per  cent  by  a  tax  of  2  per  cent,  and  then  from  80  to  100 
per  cent  by  a  tax  of  6  per  cent 

In  pursuance  of  n^y  duty  as  chairman  of  the  particular  committee 
having  that  feature  in  charge  I  caused  a  careful  investigation  to  b6 
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made,  in  order  to  see  what  would  have  been  the  result  had  that  law 
been  in  existence  since  the  beginning  of  the  banking  system.  We  have 
not  the  data — in  the  Comptroller's  report  or  anywhere  else,  without 
working  it  up — which  gives  us  exactly  what  we  want,  because  all  these 
estimates  which  have  been  made  by  the  Oomptroller  have  been  based 
on  the  actual  amount  of  notes  in  existence. 

Taking  all  the  failed  banks  since  the  system  has  been  in  existence, 
wo  ascertained  what  would  have  been  the  tax  on  all  banks  of  the 
country  since  the  beginning  of  the  system,  provided  they  had  all 
issued  80  per  cent  of  their  capital  in  notes,  and  had  kept  that  amount 
constantly  in  existence  from  the  beginning  of  the  system  down  to  the 
present.  Then  £  took  the  year  1893  as  the  worst  year  in  the  whole 
system,  to  see  what  would  have  been  the  result  then ;  and  as  to  1893 
the  figures  show  that  if  nothing  more  is  collected — and  I  am  told  from 
the  Comptroller's  ofiQce  that  quite  large  sums  will  still  be  collected  from 
the  banks  which  failed  in  1893— the  tax  on  all  banks  under  the  system, 
in  order  to  make  good  the  losses  of  1893,  would  be  about  one  eighth  of 
1  per  cent  upon  their  circulation;  and  had  this  law  been  in  existence 
from  the  beginning  of  the  system  all  the  losses  since  1863  would  have 
been  made  good  by  an  average  annual  assessment  of  one-fortieth  of  1 
per  cent,  which  would  be  something  less  than  1  per  cent  since  the 
iuKtitution  of  the  national  bonking  system  in  1863. 

The  total  cost  to  the  banks  would  have  been  less  than  1  per  cent 
dnriug  the  whole  period  of  their  existence  had  all  things  been  other- 
wise, as  they  have  been. 

Mr.  Newlands.  That  assumes  a  secured  currency,  and  not  so  large 
an  issue;  does  it  not? 

Mr.  Fairchild.  The  figures  show,  and  I  say  that  had  the  banks 
i.ssaed  80  per  cent  of  their  capital  all  the  time  since  the  beginning  of 
the  system — assuming  that  (and  I  ma<le  up  a  new  set  of  iigares  to  see 
how  it  would  have  worked)  it  came  out  with  the  result  that  it  would 
have  been  a  tax  of  about  one-fortieth  of  1  per  cent  per  annum.  So  it 
is  manifent  that  that  would  not  have  been  a  burden  upon  the  issuing 
bauks  at  all. 

temptation  to  fraud. 

Now,  one  is  obliged  to  think  what  additional  factors  there  would 
be  under  this  system  to  increase  risks,  and  it  seems  to  me  that  there 
is  but  one.  That  is,  increase  of  the  temptation  to  fraud.  That  is 
an  objection  that  is  raised  by  many  gentlemen,  and  there  seems  to 
be  sometliing  formidable  in  it  at  the  outset,  but  I  think  upon  investi- 
gation you  will  find  that  that  disappears;  that  it  becomes  a  quantity  so 
small  that  it  can  be  neglected. 

There  is  plenty  of  temptation  to  fraud  under  the  system  of  deposits 
and  all  of  that,  and  we  have  fraud  sometimes,  but  on  the  whole  it  is  very 
small.  I  think  we  can  afford  to  neglect  that  question  as  quite  uniui- 
[lortaDt,  because,  looking  at  it  in  a  broad  way,  when  you  take  a  com- 
munity as  a  whole,  and  what  it  is,  and  all  the  business  that  we  are 
transacting,  how  almost  all  of  it  is  done  on  good  faith  and  how  little  in 
all  of  our  transactions  there  is  of  fraud  and  bad  faith — much  of  it  there 
is  in  the  aggregate  but  so  little  of  it  on  the  whole  that  it  affects  busi^ 
ness  considerations  very  little.  Tour  banks  would  be  conducted  by 
bnsiuess  men.  Xow  and  then  an  adventurer  would  get  in,  but  banks 
have  to  be  instituted  in  communities  where  men  are  known,  where  the 
Government  is  watching  them,  and  men  are  liable  to  go  to  prison,  and 
all  sorts  of  penalties  are  over  them.    They  have  put  in  a  certain  amount 


98  CHA.NOES   IN   THE   CURRENCY   SYSTEM. 

of  their  own  money,  and  there  are  a  great  many  restrictions  of  that 
kind. 

So  we  were  driven  to  the  couclasion  that  if  the  objection  of  opening 
the  door  to  fraud  was  a  sorions  one,  it  presupposes  such  a  condi- 
tion of  business  demoralization  throughout  our  country  that  we  are 
going  back  from  our  civilization.  Under  all  that  we  have  seen  under 
all  of  our  experience  of  businCvSH,  under  the  experience  of  the  present 
l)anking  system,  we  are  driven  to  the  mathematical  conclusion  that  the 
element  of  loss  by  fr^iud  would  be  infinitely  small;  and  I,  as  a  banker, 
issuing  bills,  from  my  consideration  of  this,  would  not  have  the  slight- 
est hesitation  in  entering  into  this  system  and  incurring  whatever  risk 
there  might  be  from  that.  Of  course,  to  the  community  that  used  these 
things  nothing  of  that  would  come,  the  risk  would  fall  upon  banks,  and 
the  objection  is  made  that  banks  would  not  enter  into  this  system 
because  of  their  fear  for  liability  under  it.  The  argument  of  the  com- 
mission is  that  if  banks  would  investigate  the  subject  they  would  soon 
convince  themselves  that  their  chance  of  loss  was  infinitely  small. 

SEOUEITT. 

Then,  as  to  the  security.  We  have  made  a  statement  as  to  that  in 
our  report.  When  you  consider  what  the  assets  of  the  banks  of  the 
conntry  are  made  nj}  of,  what  relation  they  bear  to  the  business  inter- 
ests of  the  conntry,  you  will  see  that  in  fact  they  embrace  within  them- 
selves almost  all  the  active  business— and  that  is  the  thing  which  gives 
value  to  everything  else,  your  active  business.  It  gives  value  to  your 
farms,  it  gives  value  to  your  railroads,  it  gives  value  to  your  real  estate 
in  your  cities,  because  it  is  usint):  them  all,  and  the  assets  of  the  banks 
are  composed  of  the  representatives  of  all  of  that  business.  The  strain 
that  would  be  put  on  those  assets  under  this  system  would  be  10, 12, 
15  per  cent,  something  like  that — ^if  your  note  issue  was  up  to  the 
maximum. 

Now,  to  assume  a  condition  of  things  in  this  conntry  whereunder  the 
assets  of  the  banks  of  this  country  would  so  shrink  as  a  whole  that 
they  would  not  be  sufficient,  if  you  come  to  investigate  it,  you  will  find 
that  you  have  anticipated  a  disaster  such  as  has  never  overtaken  any 
business  community  in  the  world,  nor  anything  approaching  it;  and  if 
it  did  come,  then  it  would  be  such  a  paralysis  of  things  that  no  kind 
of  security  that  you  could  put  up  as  a  collateral  against  those  notes 
would  be  a  security,  no  municipal  bond,  no  railway  bond,  no  Govern- 
ment bond,  because  that  which  gave  the  value  to  all  those  things  would 
have  become  dead.  Therefore  it  is  useless  to  think  of  a  basis  for  a 
bank-note  circulation  if  this  kind  of  thing  is  not  a  security.  If  it  is 
not,  then  there  is  no  security. 

SECUBINO  THE  DEPOSITORS. 

Mr.  Johnson.  You  have  been  speaking  of  security  of  circulating 
notes;  what  would  you  say  as  to  the  security  for  the  depositors! 

Mr.  Fairchild.  We  considered  that  in  the  commission  and  came 
to  the  conclusion  that  there  wsis  no  interest  considerable  enough  to  be 
disturbed  by  that.  That  it  was  an  extension  of  the  functions  of  Gov- 
ernment beyond  where  it  ought  to  go;  that  when  a  man  dei)osits  in  the 
bank  he  can  make  his  choice  about  it,  to  do  it  or  not;  that  it  is  a  mat- 
ter of  private  contract  and  that  there  is  no  use  to  be  served  by  that 
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sacli  as  is  served  by  making  a  fluid,  active  currency,  and  giving  it  a 
very  bigh  security;  and  we  were  fearful  tlidt  sucb  a  thing  would  drive 
BO  many  banks  out  of  the  national  system,  should  it  be  proposed,  that 
it  might  make  very  serious  difficulty.  I  myself  doubt  if  it  would  be 
such  a  very  serious  matter,  but  we  thought  that  that  was  something 
with  which  it  was  not  necessary  to  cumber  the  subject.  What  we  were 
after  was  a  currency  system,  and  if  we  improved  the  banks,  gave 
efficient  Government  inspection,  and  all  that,  that  would  be  going  as 
far  as  we  were  called  u|K)n  to  go. 

Mr.  Johnson.  You  say  that,  under  the  present  system,  if  the  bank 
fails  the  bonds  are  sufficient  to  pay  the  circulating  notes,  leaving  what> 
ever  assets  there  may  be  to  pay  the  depositors 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Johnson.  It  is  a  very  frequent  source  of  objection  to  the  scheme 
proposed,  as  I  have  read  it  in  the  commission's  reports,  that  there  being 
no  bonds  to  pay  the  circulating  notes,  the  general  assets  ot  the  bank 
would  have  to  be  taken  for  that  purpose,  leaving  a  small  margin  to 
satisfy  the  depositors. 

Mr.  Fairchild.  That  we  thought  about  and  discussed  considerably. 
In  that  respect  there  is  no  great  difference  under  the  new  system  from 
what  exists  to  da3\  In  the  first  place,  a  part  of  the  assets  which  would 
be  resi>onsible  for  the  deposits  are  taken  by  the  banks  that  wish  to 
issue  notes  and  put  into  Government  bonds. 

Suppose  a  bank  has  a  capital  of  $100,000,  and  has  deposits  of  $100,000 
and  no  notes  issued ;  it  can  use  its  capital  and  its  deposits  for  the  invest- 
ment in  United  States  bonds  and  the  issuance  of  notes  and  cut  off  the 
depositors.  Under  the  present  system  there  is  a  slight  advantage  to 
depasitors,  but  it  is  very  slight — very  slight  indeed.  When  one  comes 
to  analyze  the  difference  between  the  one  and  the  other,  and  sees  that 
the  assets  are  really  diverted  now  from  the  deposits  to  the  notes — that 
is  all  that  would  happen  in  the  other  ease,  and  you  might  say  the  same 
bad  management  would  have  lost  these  assets — there  is  something  to  be 
considered,  but  it  is  not  of  any  great  moment. 

The  banker  may  say,  *'The  state  bank  would  have  an  advantage  over 
me  in  securing:  dej^osits,  and  the  trust  company  would  have  an  advan- 
tage over  me  in  securing  deposits,  because  they  would  say,  *  We  do  not 
have  notes  out;  therefore  there  is  not  that  liability  against  all  assets, 
and  you  had  better  deposit  with  us.'"  Now,  when  I  look  over  the 
banks  of  New  York  to  see  where  people  deposit  their  money,  I  find,  as 
a  rule,  they  deposit  where  the  most  money  is  deposited,  without  refer- 
ence to  the  capital  and  surplus.  That  is  so  to-day,  in  practice  and  in 
baman  nature,  and  I  do  not  suppose  it  is  going  to  be  changed  by  this 
thing.  Go  to  the  banks  of  New  York,  and  it  is  not  the  bank  with  the 
biggest  capital  and  surplus  which  has  the  biggest  deposits. 

Mr.  Cox.  You  do  not  think  that  is  very  wise,  do  youf 

Mr.  Fairchild.  The  point  is,  Mr.  Cox,  that  banks  would  fear  this 
system,  because  it  might  cost  them  deposits.  I  say  that  common  experi- 
ence shows  that  that  sort  of  thing  does  not  cost  them  deposits;  that  it 
would  not  be  a  matter  of  serious  moment  to  them.  But  if,  on  the  other 
hand,  we  should  begin  to  make  them  liable  for  the  deposits,  of  course 
you  open  your  door  considerably  wider  for  fraud.  You  create  an  appre- 
hension on  the  part  of  the  bank  that  for  a  time  would  keep  a  great 
many  out  of  your  system,  and  thus  prevent  it  from  getting  a  fair  start 
If  in  time  it  should  be  found  that  such  a  provision  was  safe  enough, 
sod  as  a  development  of  this  entire  insurance  system,  that  could  come, 

LoCC. 
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but  it  is  not  necessary  to  our  currency  system;  it  is  not  necessary  to 
cumber  ourselves  with  it  now.    That  was  our  conclusion. 

The  Chairman.  Is  it  not  a  fact,  Mr.  Fairchild,  that  the  banks 
deposit  their  money  where  they  can  get  the  largest  accommodation  and 
where  they  can  get  their  money  the  cheapest! 

Mr.  Fairchild.  Do  you  mean  the  depositors! 

The  Chairman.  Yes. 

Mr.  Fairchild.  As  a  rule;  yes,  sir. 

The  Chairman.  It  is  an  almost  invariable  rule T 

Mr.  Fairchild.  As  a  rule,  yes. 

The  Chairman.  Is  it  not  a  fact  that  the  issuing  of  the  currency 
enables  them  to  loan  their  money  at  a  much  lower  rate  where  they  can 
keep  it  in  circulation  f 

Mr.  Fairchild.  Yes,  it  must  do  so.  The  ability  to  issue  currency 
up  to  the  needs  of  the  community  who  use  it  as  a  tool  must  enable  the 
banks  of  this  country,  and  particularly  in  the  country  districts,  to  loan 
it  at  a  much  easier  rate  of  interest. 

The  Chairman.  Have  you  ever  investigated  the  proportions  under 
the  old  State  system  and  under  the  old  French  and  German  systems! 

Mr.  Fairchild.  I  have,  to  some  extent. 

The  Chairman.  Is  it  not  a  fact  in  almost  every  State,  certainly 
in  proportion  to  its  age  and  advancement  in  laws  that  are  called 
humane  laws,  that  persons  who,  because  of  business  or  situation  or 
want  of  information  or  education,  have  no  means  of  knowing  whether 
a  man  from  whom  they  accept  obligations  is  solvent,  or  whether  he  is 
using  his  money  wisely,  are  given  the  preference  over  persons  who  are 
in  a  situation  to  know  whether  an  institution  is  good  or  not,  or  whether 
a  firm  is  good  or  not,  and  that  the  latter  have  to  come  in  after  the  others 
are  paid!    Is  not  that  the  rule! 

Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  And  in  allowing  depositors  to  put  their  money 
where  they  wish,  we  are  following  the  rule  that  is  followed  in  other 
transactions! 

Mr.  Fairchild.  That  is  it. 

CURRENCY  SECURED  BY  BONDS. 

Mr.  Hill.  Please  explain  whether  anything  more  than  a  mere  tran- 
sition step  is  intended  when  you  provide  for  25  per  cent  of  the  currency 
to  be  secured! 

Mr.  Fairchild.  That  is  all  that  was  intended — a  transition  step.  The 
feeling  in  the  commission  was,  as  explained  in  our  report,  that  it  was  well 
enough  to  have  the  country  become  gradually  used  to  this  system,  to 
see  how  it  would  work,  so  they  might  not  be  too  much  affected  by 
alarming  statements  in  regard  to  it,  and  we  determined  upon  25  per 
cent.  Upon  looking  at  the  amount  of  bonds  held  among  the  banks  at 
the  present  time,  and  the  currency  to  be  issued,  if  this  scheme  should 
be  carried  out  in  tbe  course  of  time,  in  the  next  few  years,  we  put  it 
down  to  25  per  cent.  At  first  we  put  it  at  30,  but  then  we  reduced  it 
to  25,  because  we  found  it  would  require  the  banks  in  certain  portions 
of  tlie  country  that  would  need  this  currency  to  make  more  of  an  invest- 
ment in  bonds  than  they  ha<l  now,  and  more  than  they  would  want  to 
make,  and  than  would  be  desirable.  So  we  put  it  at  the  outset  at  25 
per  cent,  with  a  diminution  of  one-fifth  each  year  until  the  system  should 
be  in  full  operation* 
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NO  UNDUE  EXPANSION  OF  CURRENCY. 

The  amonnt  of  expansion  is  sometimes  misapprehended  as  between 

the  banks  issaing  under  the  check  and  deposit  system  solely,  and  under 

a  note-issaiiig  system,  and  as  to  the  advantages  to  them  in  different 

parts  of  tbe  country.    In  the  commission's  report  we  show  that  in  Octo- 

/  \)er,  1897,  tbe  country  banks  issned  72  per  cent  of  all  the  notes  issued  in 

the  country.    That  shows  where  that  kind  of  tool  was  called  for,  where 

that  kind  of  banking  facilities  was  called  for.    That  was  outside  of  the 

27  reserve  cities. 

Mr.  Cox.  And  all  the  rest  you  call  the  country? 

Mr.  Faibchild.  The  Comptroller  in  his  report  always  speaks  of 
those  as  country  banks  and  the  others  as  reserve  banks.  By  the 
country  banks  I  mean  those  not  in  the  twenty  seven  reserve  cities. 
They  issued  72  per  cent  of  aJl  the  notes  issued  in  the  country. 

The  reserve  cities — except  New  York,  Cliicago,  and  St.  Louis,  which 
were  the  three  central  reserve  cities — issued  more  than  18  per  cent. 
So,  outside  of  New  York,  Chicago,  and  St.  Louis  there  were  90  per  cent 
of  all  the  bank  notes  that  the  country  issued.  New  York  issued  8  per 
cent;  Chicago  and  St.  Louis  issued  one-half  of  1  per  cent. 

Another  thing  that  is  mentioned  in  the  report  is  that  the  city  banks 
would  be  afraid  to  issue  currency  becaase  of  their  liability  for  the 
country  banks.  An  examination  of  the  system  shows  how  absurd  that 
would  be  on  the  part  of  the  city  banks,  because  the  country  banks  hold 
such  an  amount  of  assets  that  should  they  issue  notes  up  to  80  per 
cent  of  their  capital  there  would  have  been  practically  $2,000,000,000 
T  of  reserves  against  $321,000,000  of  notes. 

It  would  not  make  any  difference  to  the  city  banks  whether  they  were 
g^aarantors  upon  those  $321,000,000  of  notes,  if  such  a  condition  of  things 
sliould  happen  in  this  country  that  those  $1,956,000,000,  or  practically 
$2,000,000,000  of  assets  should  not  be  good  for  that  $321,000,000  of 
notes  of  the  country  banks,  because  there  would  be  such  a  prostration  of 
business  that  the  city  banks  would  all  be  bankrupted  in  another  direction. 
Then  there  would  be  no  object  for  their  keeping  out  of  the  system  because 
of  the  fear  of  the  country  banks. 

As  to  expansion — dangerous  expansion — anyone  who  will  take  paper 
and  pencil  will  see  that  you  do  not  get  dangerous  expansion  under  the 
issuance  of  bank  notes.  Whenever  expansion  takes  place  it  is  under 
the  expansion  of  credit. 

The  Chaikman.  Expansion  of  loans! 

Mr.  Fairchild.  Yes;  that  is,  of  credit. 

The  Chairman.  This  will  be  read  by  the  common  people,  I  suppose, 
and  1  wanted  to  make  it  plain.  It  will  be  read  by  those  men  who  have 
to  vote  us  in  and  vote  us  out? 

Mr.  Fairchild.  Yes.  Expansion  of  loans.  See  what  $100,000 
capital  in  a  bank  under  our  law,  which  is  required  to  a  keep  a  15  per 
^  cent  reserve,  permitted  to  deposit  three-fifths  of  that  in  the  city,  that 
city  not  being  New  York,  Chicago,  or  St.  Louis,  permitted  to  deposit 
one-half  of  its  deposits  in  either  of  those  three  cities — see  what  $100,000 
of  capital  in  that  bank  will  do  in  the  way  of  expansion,  without  the 
issuance  of  a  note— of  a  dollar.  Suppose  the  check  and  deposit  system 
to  be  used  entirely,  you  will  find  that  the  bank  with  $100,000  and  never 
a  dollar  of  deposits  except  its  own  loans  put  to  the  credit  of  those  to 
whom  it  loaned,  can  loan  $6G6,GGG.66.  Nothing  has  ever  entered  into  it 
bat  the  original  $100,000. 
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Mr.  Johnson.  Under  what  system! 

Mr.  Fairohild.  Under  any  system. 

Mr.  Fowler.  Without  notes  and  without  deposits! 

Mr.  Faiuchild.  Yes;  except  the  capital  of  the  bank. 

You  loan  $100,000  of  capital,  and  it  is  immediately  deposited  with 
the  man  to  whom  you  loan  it,  and  you  loan  $85,000,  keeping  15  per 
cent,  and  you  go  on  that  way,  and  you  will  find  that  $100,000  will  have 
loaned,  by  that  bank  direct,  $666,666.66,  and  it  will  keep  15  per  cent 
all  the  while.  Then,  if  that  bank,  as  it  may  under  the  law,  sends 
three  fifths  of  its  reserve  to  Omaha  or  St.  Paul,  or  whatever  city  yoa 
may  select  as  one  of  the  given  central  cities,  that  affords  a  basis  tor 
$240,000  of  loans  by  that  bank,  they  having  to  keep  25  per  cent;  and 
it  may  send  half  to  New  York,  or  Chicago,  or  St.  Louis,  and  that  affords 
a  basis  for  $120,000,  and  altogether  that  original  capital  affords  a  basis 
for  $1,026,666,66,  and  never  a  dollar  put  in  but  the  original  capital,  and 
every  bank  keeping  its  original  reserve. 

Mr.  Mitchell.  Is  that  on  $100,000! 

Mr.  Fairohild.  Yes,  sir. 

Mr.  Johnson.  You  are  illustrating  the  dangerous  character  of  cred- 
its outside  of  notes! 

Mr.  Fairohild.  I  am  simply  showing  that  we  need  not  be  afraid 
of  issuing  80  per  cent  of  the  capital  in  bank  notes;  that  whenever  we 
have  had  a  financial  trouble  the  expansion  has  not  come  in  that  way. 
That  is  only  one  form  that  it  appears  in.  The  expansion  has  been  and 
will  be  many  times  greater  in  other  directions.  Therefore  we  ne^  not 
have  the  fear  that  we  are  going  to  have  undue  expansion,  and  get  into 
difiQculties  in  that  direction. 

The  Chairman.  What  connection  has  this  problem  with  your  state- 
ment! 

Mr.  Fairohild.  I  am  showing  that  If  a  bank  will  issue  $80,000  of 
notes,  keeping  a  10  per  cent  reserve  against  them,  and  use  the  check  and 
deposit  system,  to  the  uttermost,  you  will  find  you  have  only  increased 
its  possibilities  of  expansion  3  per  cent',  by  authorizing  it  to  issue  80 
per  cent  of  its  capital  in  notes.  I  am  calling  your  attention  to  that  in 
order  to  dissipate  the  notion  that  we  are  liable  to  run  into  a  dangerous 
expansion  by  allowing  an  80  per  cent  issue  of  notes. 

Mr.  Mitchell.  In  other  words,  your  illustration  would  be  this:  As 
$100,000  of  capital  can  be  put  into  circulation,  so  you  will  practically 
get  $1,000,000  outstanding;  and,  as  under  the  operation  of  this  bill  yoa 
would  only  issue  80  per  cent,  harm  and  danger  from  loaning  over  and 
over  again  is  ten  times  as  great  as  that  of  issuing  notes.  Is  that 
correct t 

Mr.  Fairohild.  That  is  correct 

Mr.  Hill.  Is  it  any  less  under  the  present  system! 

Mr.  Fairohild.  The  same  under  the  present  system. 

INSURING  depositors. 

Mr.  Fowler.  Returning  to  the  question  of  insurance  to  depositors, 
have  you  ever  obtained  from  any  department  of  the  Government  figures 
showing  what  it  would  have  cost  to  have  insured  all  the  notes  on  deposits 
in  the  national  system  since  it  was  established  in  1863 f 

Mr.  Fairohild.  No;  I  have  not  got  that  accurately. 

Mr.  Fowler.  Well,  as  a  matter  of  fact,  taking  those  banks  that  have 
closed  their  accounts,  the  cost  would  have  been  one-twelfth  of  1  per 
cent  per  year. 
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Mr.  Fairchild.  I  know  it  would  be  very  small. 

Mr.  FowLSB.  I  agree  with  yoa  that  the  people  deposit  their  money 
where  their  own  convenience  suggests,  and  that  it  is  not  strength,  but 
the  mere  thought  in  their  minds  that  the  bank  where  they  deposit  is 
safe,  and  that  after  their  mind  reaches  the  point  where  it  is  safe  they 
do  not  inquire  whether  it  could  be  any  safer.  Is  not  that  true,  Mr. 
Fairchildf 

Mr.  FAiBcniLD.  That  is  true. 

Mr.  FowLBB.  Kow,  is  it  not  true  that  the  average  depositor  knows 
absolutely  nothing  about  the  soundness  or  unsoundness  of  any  bank  in 
any  community  f 

Mr.  Faibohild.  Well,  I  suppose  that  is  true. 

Mr.  F0WI.EB.  The  average  depositor  knows  absolutely  nothing  about 
whether  the  bank  is  being  honestly  managed  or  not.  That  is  only 
known  to  a  few  men  in  the  bank  unless  it  becomes  notoriously  bad.  Is 
not  that  true! 

Mr.  Faibchild.  I  should  think  it  is  true,  Mr.  Fowler. 

Mr.  FowLEB.  Now,  inasmuch  as  it  is  true  that  for  the  period  of 
tliirtydve  years  there  would  have  been  no  greater  charge  on  the  banks 
of  the  United  States  than  one-twelfth  of  1  per  cent,  would  you  not  say, 
inasmuch  as  there  is  absolute  safety  against  loss  by  dex)ositors  and 
you  could  stop  any  fear  on  the  part  of  depositors  that  a  large  number 
of  bank  failnres  could  be  avoided  by  this  method! 

Mr*  Faibohild.  In  the  absence  of  panic. 

Mr.  FowLEB.  Do  you  not  believe  that  it  would  be  so  if  depositors 
were  assured  that  there  could  be  no  panic! 

Mr.  Faibohild.  Do  you  mean  no  panic  as  to  that  particular  bank — 
no  run  on  it? 

Mr.  FowLEB.  No  dei)ositors'  panic. 

Mr.  Faibchild.  I  should  think  it  would  be  true. 

Mr.  FowLEB.  Then,  if  this  slight  cost  of  one  twelfth  of  1  per  cent 
would  insure  depositors,  do  you  not  think  that  that  would  be  a  proper 
tbing  to  incorporate  in  this  bill,  providing  that  it  were  put  off,  we  will 
say.  to  1903  or  1905? 

Mr.  Faibchild.  I  do  not  think  that  it  would  be  a  dangerous  thing 
to  try,  but  I  do  think  that  a  vast  number  of  banks  would  not  take  that 
view  of  it,  and  therefore  you  would  not  got  your  degree  of  insurance 
tbat  you  lool^ed  for. 

Mr.  FowLEB.  The  proposition  would  be,  of  course,  to  make  this 
insurance  permissive,  the  same  as  life  insurance  is  permissive  to  anyone 
in  this  audience.  If  a  man  wants  to  insure  his  life,  he  can  do  it.  So 
a  bank  that  wanted  to  insure  its  depositors  could  do  so,  and  if  a  man 
lived  in  a  town  where  the  bank  had  paid  the  money  to  insure  depositors 
lie  could  deposit  in  that  bank.  The  idea  is  not  to  make  it  obligatory,  but 
to  have  a  system  based  on  data  drawn  from  theexperience  of  our  national 
system  so  that  any  bank  could  enter  the  system  if  it  saw  fit  to  do 
so.  Do  you  not  think  it  would  immensely  strengthen  the  banking  inter- 
ests of  this  country  to  have  such  permission,  and  do  you  not  think  if  it 
were  in  force  and  the  banks  were  all  in  it  that  it  would  elinunnte  a 
large  number — in  fact  practically  all— bank  failures,  except  in  those 
cases  where  the  banks  are  literally  robbed  by  the  managers? 

Mr.  Bush  (of  the  commission) :  Would  not  your  insurance  have  to 
be  general  in  order  to  make  the  rate  so  low? 

Mr.  FowLEB.  Yes,  sir. 

Mr.  Bush.  Therefore  it  would  have  to  be  compulsory? 

Mr.  Faibchild.  Of  course,  if  the  depositors  in  a  bank  were  secured 
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it  would  create  confidence  in  that  bank  and  make  people  less  appre- 
hensive when  the  bank  made  bad  loans.  Does  anything  prevent  them 
from  insuring  nowt 

Mr.  Fowler.  No,  I  think  not. 

Mr.  Fairohild.  I  should  not  think  we  would  need  a  law  about  it. 
If  the  banks  of  any  town  or  any  community  want  to  mutually  take  care 
of  each  other  by  an  insurance,  I  suppose  there  is  nothing  to  prevent  it. 

Mr.  Johnson.  A  safety  fund  on  deposits  was  tried  in  ISew  York  in 
early  times,  and  it  was  a  failure  so  far  as  the  depositors  were  concerned. 
It  may  be  that  so  far  as  the  notes  were  concerned  it  was  found  to  be  a 
success. 

Mr.  Fairchild.  It  was  a  little  safety  fund,  and  it  was  not  large 
enough  to  cover  both  notes  and  deposits.    That  was  the  fact. 

Mr.  Johnson.  I  do  not  know  the  reason,  but  that  was  the  fact. 

Mr.  Fowler.  The  fact  is  that  when  the  law  was  drawn  it  was  drawn 
to  protect  the  noteholder,  but  when  the  court  construed  it  it  extended 
it  by  its  construction  to  the  depositor. 

Mr.  Fairohild.  That  was  the  trouble. 

Mr.  Jo^NSON.  Is  there  not  danger  that,  in  order  to  secure  both  the 
depositor  and  the  noteholder  through  a  safety  fund,  the  tax  might  be 
so  large  the  banks  would  not  be  willing  to  go  into  itf 

Mr.  Fairchild.  That  is  what  I  spoke  of.  But  as  I  understand  Mr. 
Fowler's  question,  no  bank  is  obliged  to  make  this  insurance,  and  it  is 
only  the  banks  that  agree  to  go  into  it  together. 

Mr.  Johnson.  Of  course,  the  provision  would  be  worthless  unless  it 
is  one  that  the  banks  would  probably  avail  themselves  of. 

Mr.  Fairchild.  Of  course. 

Mr.  Fowler.  Let  me  ask  you  a  practical  question.  Do  you  or  do 
you  not  think  that  if  the  tax  was  one-eighth  of  1  per  cent  to  insure 
depositors,  the  banks  of  the  United  States  would  go  into  itf 

Mr.  Fairchild.  I  would  not  like  to  answer  as  to  that.  Do  you 
mean  if  it  waS  limited  to  one-eighth  of  1  per  cent?  No  more  tbau 
that! 

Mr.  Fowler.  If  the  average  cost  amounted  to  that;  the  banks  could 
figure  that  out  and  see  what  it  would  cost  them. 

Mr.  Fairchild.  Would  they  be  liable  for  more  than  one-eighth  t 

Mr.  Fowler.  Ko,  sir;  it  would  be  a  limit  to  the  tax;  it  would  not 
amount  to  more  than  one  eighth  per  annum. 

Mr.  Fairchild.  I  do  not  know  how  it  would  figure  out  at  one-eighth 
of  1  per  cent.  That  would  be  quite  a  sum  of  money  for  the  larger 
banks.  I  do  not  know  but  that  the  banks  with  the  large  assets  and 
money  would  stay  out  of  that. 

The  Chairman.  That  is  not  in  this  bill. 

PRACTICAL  RESULTS  OF  THE  COMMISSION  BILL. 

Mr.  Oox.  I  want  to  go  back  with  you  and  get  some  of  the  underlying: 
principles  of  this  bill.  I  do  not  care  so  much  abont  the  details  or  tlie 
workings  of  it  at  present.  As  I  understand,  this  bill  involves  tliese 
two  ideas  distinctly  and  clearly:  First,  that  it  establishes  the  single 
gold  standard  as  far  as  it  can 

Mr.  Fairchild.  Yes. 

Mr.  Oox.  Secondly,  that  it  takes  out  of  circulation  all  kinds  of  paper 
money  except  bank  notest 

Mr.  Faikchild.  Yes,  sir;  eventually. 

Mr.  Oox.  That  is  the  question  that  arose  a  while  ago  as  to  the  silver 
certificates 
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Mr.  FAiRcniLD.  That  is  the  intention,  to  take  out  all  the  paper 
except  bank  iiote8. 

Mr.  Gox.  The  practical  workings  of  this  bill,  and  its  complete  work- 
ings, if  carried  into  execution,  woald  establish  as  far  as  it  can  the  gold 
standard  and  bat  one  character  of  paper  circalation,  and  that  would  be 
national  bank  notes  f 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Cox.  Now,  it  would  not  disturb  the  legal-tender  qualities  of  the 
silver  dollar — ^it  expressly  reserves  that  on  the  face  of  the  bill;  but  do 
you  understand  that  under  the  operation  of  this  bill,  when  the  legal 
standard  is  fixed  as  the  gold  standard,  the  holder  of  the  silver  dollars 
lias  a  right  to  demand  of  the  Government  exchange  or  redemption  of 
tfaose  silver  dollars  in  goldf 

Mr.  Fairchild.  Let  me  see — what  is  our  language  upon  that! 

Mr.  Cox.  Your  word  is  "exchange." 

Mr.  Fairchild.  Exchange.    Section  7  says: 

It  will  be  the  dnty  of  the  Secretary  of  the  Treasury  to  maintain  the  gold  reserve 
in  the  division  of  iFsne  and  redemption  at  such  sum  as  shall  secure  the  certuiu  and 
immediate  redemption  of  all  notes  and  exchange  of  all  silver  doUars  presented,  as 
hereinafter  provided  for. 

Mr.  Cox.  Now,  the  bill  says,  "Pay  out  gold  coin  for  gold  certificates." 
That  is  what  it  does  now.  It  pays  out  gold  coin  in  redemption  of  the 
United  titates  notes  or  Treasury  notes  of  1890.  That  you  may  get  my 
question  clearly,  I  will  read : 

Pay  oat  gold  coin  for  gold  certificates ;  pay  out  gold  coin  in  redemption  of  United 
States  notes  or  Treasury  notes  of  1890;  pay  out  silver  dollars  for  silver  certificates 
of  an3'^  denomination. 

3Ir.  Fairchild.  That  is  correct. 

Mr.  Cox.  "Issue  silver  certificates  of  denominations  of  one  dollar, 
two  dollars,  and  five  dollars,  in  exchange  for  silver  dollars  and  silver 
certificates,  in  denominations  above  five  dollars;  pay  out  gold  coin  in 
exchange  for  silver  dollars." 

Mr.  Fairchild.  That  is  correct. 

Mr.  Cox.  Now,  I  want  you  to  give  me  distinctly  and  plainly  the 
process  by  which  that  would  be  worked.  If  a  man  had,  say  $1,000  in 
silver — the  amount  cuts  no  figure — and  he  wanted  to  exchange  that  for 
gold,  how  would  he  do  it!  You  provide  that  the  Government,  in  this 
bureau,  shall  pay  out  the  gold  for  silver  dollars. 

Mr.  Fairchild.  That  he  would  present  his  silver  dollars  to  the 
Treasury  just  as  he  presents  now  his 

Mr.  Cox.  Treasury  notes? 

Mr.  Fairchild.  Well,  yes;  just  as  he  presents  anything  else,  or  as 
he  presents  his  quarters  and  halves  and  dimes.  When  he  wants  some 
other  kind  of  money  he  presents  those  to  the  United  States,  and  he 
could  get  such  other  kind  of  money  as  he  wanted  at  the  Treasury. 

The  Chairman.   Do  you  mean  the  Treasury  would  give  him  goldf 

Mr.  Fairchild.  Yes. 

The  Chairman.  Just  as  it  does  now  for  legal- tender  notes? 

Mr.  Fairchild.  Just  as  it  does  for  halves  and  quarters  and  dimes. 

The  Chairman.  Subsidiary  coin? 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Cox.  Let  us  see.  He  goes  to  the  Treasury  of  the  United  States 
with  a  thousand  silver  dollars,  and  under  the  law  those  dollars  and  the 
reserve  in  this  bill  are  legal-tender  dollars,  and  demands  of  the  Treas- 
my  of  the  United  States  that  it  exchange  them  so  as  to  give  him  gold 
for  his  thousand  silver  dollars;  and  this  bill  makes  it  obligatory  upon 
the  Treasury  to  give  him  one  thousand  gold  dollars.    Is  that  correct! 
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Mr.  Faibohtld.  Yes,  sir. 

Mr.  Cox.  Where  is  the  Treasury  to  get  that  tboasaod  dollars  of 
gold! 

Mr.  Faibghild.  It  gets  that  $1,000  of  gold  from  the  revenues  or 
from  the  issuance  of  bonds,  if  need  be. 

Mr.  Oox.  Then  his  mode  of  getting  this  $1,000  of  gold  is  one  of  two 
ways,  from  yonr  answer.  He  either  collects  it  from  taxation — I  use 
that  word  in  its  general  sense — or  he  issues  bonds  of  the  Government 
and  borrows  it.  Now,  does  any  law  provide  that  the  gold  alone  shall 
be  paid  for  taxes  of  the  Oovernmentf 

Mr.  Faibghild.  No. 

Mr.  Cox.  Let  us  follow  it  a  step  farther.  We  will  say  the  citizens 
pay  the  taxes  in  silver.  That  goes  into  the  Treavsury,  and  then  tbe 
man  that  holds  silver  dollars  demands  gold.  Is  not  the  Treasury 
forced  to  issue  bonds  to  get  the  gold! 

Mr.  Faibghild.  Not  necessarily.  Under  this  proposed  law  you  would 
find  in  practice  that  from  95  to  99  per  cent  of  the  revenues  of  the  Gov- 
ernment would  be  in  gold. 

Mr.  Cox.  That  is  a  matter  of  practicet  That  is  your  judgment  as  to 
results! 

Mr.  Faibghild.  Yes,  sir. 

Mr.  Cox.  But  I  am  talking  about  a  question  of  law  under  this  bill. 

Mr.  Faibghild.  As  a  question  of  law  they  must  get  the  gold,  bat  iis 
a  question  of  practice  you  will  find  that  practically  all  the  revenues  of 
the  Government  would  be  in  gold. 

The  Chaibman.  Is  that  prophecy,  or  have  you  data  for  that! 

Mr.  Faibghild.  I  have  my  own  experience  in  the  Treasury  to  tell 
how  it  works. 

Mr.  Cox.  That  is  a  matter  of  prophecy  and  not  of  law. 

Mr.  Faibghild.  Look  over  the  money  that  would  be  in  the  country  in 
the  operations  of  business,  and  you  can  not  draw  any  other  deduction 
from  it  than  that  it  would  be  impossible  for  any  large  amount  of  silver 
to  come  into  the  revenues  of  the  Government.  Under  this  system  that 
silver  would  remain  in  people's  pockets,  doing  the  ordinary  work  of 
money,  and  the  only  time  it  would  come  back  on  the  Government  would 
be  wheu  there  was  such  a  political  condition  of  things  that  an  appre- 
hension was  raised  in  the  public  mind  that  some  day  you  were  not 
going  to  exchange  that  silver  for  the  gold  whenever  the  holders  wanted 
gold.  Then  the  Treasury  would  find  its  figures  reversed,  and  it  would 
have  large  revenues  in  silver  and  very  small  revenues  in  gold. 

Mr.  Cox.  Under  this  system  we  have  bank  notes  in  circulation,  and 
they  are  out  as  currency.  I  take  $1,000  of  bank  notes,  we  will  say,  and 
I  go  to  the  bank  that  issued  them  and  I  demand  that  they  be  redeemed, 
because  this  bill  puts  the  redemption  on  the  banks,  as  I  understand 
it.  Now,  suppose  the  bank  offers  to  redeem  in  silver  dollars.  Is  tiot 
that  legitimate  under  this  billf 

Mr.  Faibghild.  I  forget  what  is  the  exact  language  in  the  bill  as 
proposed. 

Mr.  Bush.  "  In  lawful  money." 

Mr.  Cox.  I  know  that  is  the  word  used,  as  suggested  by  my  friend 
from  Alabama.    He  assumes  that  silver  is  lawful  UiOney. 

Mr.  Faibghild.  We  might  as  well  be  exact  on  that.  We  have  the 
bill  here.    Let  us  look  at  it  aud  not  truti^t  to  our  recollection. 

[  At  this  point  Mr.  Fairchild  suspended  his  statement  to  allow  Mr. 
Bash  to  be  heard.  Mr.  Bush's  remarks  follow  Mr.  Fairchild's  state- 
ment completed.] 
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SECOND  DAY,  JANUARY  18, 1896. 

{On  this  day  Mr.  Fairchild  was  preceded  by  Mr.  Bosh,  whose  state- 
ment will  be  foaiid  elsewhere.] 

8TATEMEHT  07  HON.  CHAELBS  B.  7AIECHILD— Continiied. 

Mr.  Cox.  Let  us  try  to  get  back  where  we  broke  off  yesterday.  We 
had  discussed  tbe  question  of  the  redemption  in  gold  of  bank  paper 
and  silver  dollars,  and  so  forth,  and  I  think  the  last  question  I  asked 
you  was,  how  would  the  United  States  get  the  gold  to  effect  that 
redemption! 

Mr.  Faibghild.  I  think  so. 

Mr.  Cox.  And  you  answered  me  that  it  would  get  it  through  the  col- 
lection of  its  revenue. 

Mr.  Faibghild.  Or  on  bond  issues. 

Mr.  Cox.  So  that  branch  of  the  subject  we  can  dispose  of  at  once, 
that  if  the  revenues  did  not  bring  in  a  sufficient  amount  of  gold  to 
redeem  this  paper  as  it  was  presented  and  this  silver  as  it  was  pre- 
sented, it  would  result  in  an  issue  of  other  bonds,  necessarily  1 

Mr.  Faibghild.  Yes,  sir. 

Mr.  Cox.  So  that  the  issuing  of  new  bonds  would  depend  upon  the 
Government  getting  gold  through  its  revenue.  If  it  failed  to  get  it,  it 
would  have  to  issue  bonds. 

Mr.  Faibghild.  Yes,  sir. 

Mr.  Cox.  Let  us  follow  on  a  step  farther^  The  silver  in  circulation, 
we  will  assume,  amounts  to  $60,000,000;  that  is,  the  actual  silver,  with- 
out regard  to  the  certificates,  for  I  treat  the  certificate  more  in  the 
nature  of  a  warehouse  receipt  than  in  the  nature  of  money,  for  it  only 
calls  for  their  payment  in  silver  dollars. 

Mr.  Faibghild.  1  think,  technically,  that  is  correct.  Practically, 
in  the  way  the  silver  certificates  are  used,  I  do  not  think  it  is  coiTect, 
because  our  people  have  formed  the  habit  of  using  them  indiscriminately 
as  money.  As  to  the  gold  certificates  which  are  held  by  the  banks  as 
a  convenience  to  themselves  they  are  not  only  technically  but  practi- 
cally a  warehouse  receipt.  The  silver  certificate,  I  think,  shows  in  our 
experience  that  it  goes  as  money,  and  that  is  the  reason  that  in  this  bill 
we  continue  the  silver  certificate.  That  was  one  of  the  reasons.  Instead 
of  treating  it  as  we  did  the  gold  certificate,  we  provided  that  the  gold 
certificate  shall  no  longer  be  issued,  because  we  said  that  the  G6vern- 
ment  should  not  be  merely  a  warehouseman,  and  that  people  wanted  a 
smaller  kind  of  money;  that  the  silver  certificate  was  a  convenient 
form  for  them  for  carrying  in  their  pockets,  and  that  probably  a  far 
larger  amonnt  of  silver  would  be  actually  in  circulation  and  in  use  if 
we  retained  the  silver-certificate  system  than  if  we  abolished  it,  and  the 
people  had  nothing  below  $10  except  the  actual  coin  dollars.  There- 
fore we  looked  upon  it  practically  as  rather  diverging  from  the  gold 
certificate.    Technically,  of  course,  they  are  exactly  alike. 

BANK  BEDEMPTIONS  IN  GOLD  OB  SILVEB. 

Mr.  Cox.  Yes.  Now,  we  followed  up  the  redemption  into  the  Treasury 
of  the  United  States,  or,  as  the  word  was  used  by  a  distinguished 
ex-Senator,  silver  dollars  exchangeable  for  gold,  and  so  forth.  But  we 
will  say  this  bank  system  is  put  into  operation,  and  we  are  trying  to 
work  it  out  practically.  I  go  to  the  bank  with  a  number  of  the  notes  in 
my  possession — the  amount  cuts  no  figure — and  I  demand  of  the  bank 
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the  redemption  of  tbe  Dotes.  Under  your  system,  you  provide  what 
coin  tbey  shall  be  redeemed  in.  It  would  redeem  them  in  any  lawful 
money.  By  lawful  money  you  would  mean  any  money  that  has  the 
quality  of  legal  tender? 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Cox.  Now  then,  the  bank  would  redeem  its  notes  in  silver  dol- 
lars? 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Cox.  Or  it  would  be  compelled  to  redeem  in  gold? 

Mr.  Fairchild.  After  our  scheme  was  worked  out. 

Mr.  Cox.  Now,  suppose  the  bank  refuses  to  redeem  its  notes  in  gold; 
what  kind  of  a  remedy  have  you  against  them? 

Mr.  Fairchild.  None,  I  think. 

Mr.  Cox.  But  suppose  the  bank  elects  to  redeem  in  silver  and  the 
holder  of  the  note  demands  gold,  what  kind  of  a  remedy  has  he?  He 
wants  to  use  gold,  but  the  bank  says  "No,  1  won't  pay  you  gold;  I  will 
pay  you  silver."  Now,  is  there  any  process  under  this  bill  by  which  he 
can  compel  them  to  pay  in  gold? 

Mr.  Fairchild.  No. 

Mr.  Cox.  But  he  can  take  silver  dollars,  if  he  concludes  to  take 
them,  to  the  United  States  Treasury  and  exchange  them  for  gold? 

Mr.  Faik  CHILD.  Yes,  sir. 

Mr.  Cox.  Now,  let  us  come  back  to  another  proposition 

Mr.  Fairchild.  Mr.  Cox,  I  do  not  want  to  interrupt  your  questions, 
but  if  you  will  i)ermit  me,  I  can  relate  some  of  the  processes  that  the 
commission  went  through  on  the  question  of  bank  redemptions.  The 
point  was  raised  among  us  that  the  banks  ought  to  be  compelled  to 
assist  the  Government  in  its  gold  business — that  they  ought  to  be  com- 
pelled to  redeem  in  gold.  Some  of  us  objected  to  that  on  this  ground, 
that  thereby  we  would  immediately  put  a  greater  gold  burden  upon 
the  Tieasury,  because  we  would  discriminate  against  some  portion  of 
the  Government  money  by  that  law.  Therefore  a  bank,  in  providing 
its  reserves,  would  provide  them  all  in  gold,  and  it  would  take  all  it« 
greenbacks  and  its  silver  certificates  over  and  above  those  it  needed 
for  small  change  and  its  silver  dollars  and  present  them  for  gold  in 
order  to  replenish  itself.  Therefore  there  would  be  a  greater  strain 
upon  the  Government  to  provide  the  gold  than  there  would  be  if  we 
permitted  the  banks  to  use  any  kind  of  Government  legal  tender.  We 
felt  that  those,  then,  would  remain  in  the  banks  to  a  far  larger  extent 
and  not  be  forced  back  upon  the  Treasury,  and  those  considerations 
were  what  induced  us  to  make  no  discriminations  among  the  Govern- 
ment moneys.  This  was  not  on  account  of  the  banks,  because  it  made 
no  difference  to  them.  They  are  perfectly  willing  to  hold  all  their 
reserves  in  gold,  but  it  was  because  it  did  make,  in  our  judgment,  a 
great  difference  to  the  Treasury  of  the  United  States;  and  upon  those 
considerations  the  views  of  some  of  the  gentlemen  were  modified,  and 
then  there  was  added,  as  you  will  see  in  this  bill,  a  provision  that  one- 
quarter  of  the  reserves  were  to  be  held  in  coin.  We  did  not  say 
whether  they  should  be  held  in  gold  or  silver,  but  in  coin. 

Gentlemen  felt  that  it  was  better  for  the  country  to  see  in  these  banks, 
pending  the  retirement  of  the  greenbacks,  a  considerable  amount  of 
coin.  They  already  hold  $160,000,000  of  gold  or  something  of  that 
kind,  so  that  made  no  practical  difference.  But  the  reason  we  did  not 
say  that  was  in  order  to  save  the  Treasury  from  an  additional  strain, 
and  I  was  quite  earnest  about  it  because  I  felt  that  would  be  the  result 
if  we  said  the  banks  should  redeem  in  nothing  but  gold.    I  thought 
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that  would  pnt  a  greater  strain  on  the  Treasury.  That  was  a  matter 
of  judgment.  We  thought  no  bank  would  object  to  holding  all  its 
reserves  in  gold. 

Mr.  Cox.  Then,  when  it  is  in  operation^  we  have  but  two  kinds  of 
money  t 

Mr.  Faischild.  That  is  all. 

^Ir.  Cox..  The  practical  effect  is  this,  that  you  throw  upon  the  banks 
the  discrimination  and  right  to  redeem  in  silver,  and  you  take  it  away 
from  the  Governmentt 

Mr.  Faibchild.  Yes. 

Mr.  Cox.  So  you  put  the  banks  in  a  position  to  redeem  in  either  gold 
or  silver,  and  you  make  it  imperative  upon  the  Government  that  it  shall 
re<leem  in  gold  at  the  demand  of  the  holder  of  the  legal  tender,  or  what- 
ever it  may  bet 

Mr.  FaibchUiD.  That  is  perfectly  true. 

Mr.  Cox.  Kow,  if  that  is  true,  and  the  banks  can  discriminate,  would 
not  that  have  the  effect,  when  the  bank  offered  to  pay  in  silver,  and  not 
in  gold,  and  the  holder  wanted  the  gold,  of  hurrying  the  silver  dollars 
that  he  got  from  the  bank  into  the  Treasury  to  obtain  the  gold? 

Mr.  Faibchild.  I  don't  think  that  would  make  any  dififereuce. 

Mr.  Cox.  Wouldn't  it  amount  to  this,  in  effect,  Mr.  Fairchild,  that 
any  man  that  had  the  silver  dollar,  if  he  failed  to  get  it  from  the  bank, 
could  at  once  go  to  the  Treasury  of  the  United  States  and  get  gold? 

Mr.  Faibchild.  Yes;  but  I  have  said  that  I  did  not  think  it  would 
make  any  difference,  because  if  the  bank  was  in  a  position  where  it 
felt  that  it  had  too  large  a  proportion  of  silver  in  its  cash  it  would 
n  ake  no  difference  to  it  whether  it  paid  it  to  a  customer,  or  paid  it  to 
the  Treasury  of  the  United  States  for  redemption,  or  paid  it  for  Govern- 
ment dues;  so  that  the  net  result  to  the  Treasury  is  exactly  the  same. 
But  if  the  bank  felt  that  it  could  not  pay  this  silver  to  its  customer  if 
it  wanted  to  and  must  take  it,  then  in  order  to  guard  against  contin- 
gencies it  would  always  present  it  to  the  Treasury  in  order  to  have 
enough  gold  on  hand,  and  there  would  result,  in  my  opinion,  a  larger 
strain  on  the  Treasury,  because  the  bank  at  the  outset,  wliether  it 
wanted  the  gold  or  not,  would  secure  it  in  order  to  provide  against  con- 
tiugencie^.  We  felt  that  it  was  safer  that  there  should  be  absolute 
assurance  on  that  subject. 

Mr.  Cox.  It  is  very  distinct  and  plain  how  you  came  to  your  con- 
clusion about  that.  We  have  the  bank  notes.  They  arc  instruments, 
direct  or  indirect,  that  can  demand  redemption  in  gold.  We  have 
these.  We  have  the  silver  dollars  in  circulation  that  can  demand 
the  same  thing.  Now,  there  being  but  two  kinds  of  money,  the  bank 
notes  and  gold — ^for  I  treat  the  silver  in  this  connection  as  the  equiva- 
lent to  gold — the  Treasury  can  be  raided  by  the  use  of  silver  dollars 
and  these  bank  notes? 

Mr.  Faibchild.  Well,  the  bank  notes  indirectly.  The  Government 
does  not  have  to  supply  the  gold  for  bank  notes. 

Mr.  Cox.  But  the  banks  would  eventually  have  to  supply  it  and 
would  get  it  from  the  Government. 

Mr.  Faibchild.  If  there  is  no  Government  obligation  outstanding 
except  silver,  there  will  be  no  place  for  the  bank  to  get  gold  from. 
There  will  be  no  opportunity  to  get  gold  from  the  Treasury  except 
through  silver.    The  greenbacks  will  not  be  in  existence. 

Mr.  Oox.  We  are  assuming  they  are  out  of  existence. 

Mr.  Faibchild.  Yes.  Therefore,  if  the  silver  does  not  suffice  for  it 
the  banks  have  got  to  get  it.    Now,  then,  as  to  the  question  of  the 
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Rilver  sufficing  or  not.    I  suppose  you  would  like  me  to  give  you  as 
nmch  as  I  cau  of  the  processes  we  went  through  to  arrive  at  these 
conclusions  f 
Mr.  Cox.  I  would  be  very  glad  to  hear  it. 

IN0REA8SD  USE  OF  SILVER  DOLLARS. 

Mr.  Fairohild.  We  concluded  that  we  would  not  provide  that  these 
silver  dolhirs  should  be  redeemed,  in  the  sense  that  the  greenbacks 
would  be  redeemed,  but  that  they  should  simply  be  exchanged  and 
paid  over,  as  the  greenbacks  now  are,  and  go  out  again.  But  we  also 
provided  that  there  should  be  no  money  of  denominations  less  than 
|lO  in  the  country  except  in  silver.  We  found  that  if  we  retired 
all  other  forms  of  money  below  $10,  except  the  silver,  that  left  all  the 
silver  dollars  called  for  for  the  smaller  kinds  of  currency  except  about 
$50,000,000  at  the  present  time,  and  we  felt  that  that  $450,000,000,  or 
whatever  it  is,  would  be  a  thing  that  would  be  scattered  all  over  in  the 
pockets  of  the  people,  and  that  it  would  be  accumulated  nowhere  in 
such  a  form  that  it  could  be  used  in  large  sums  to  be  presented  to  the 
Treasury;  that  every  bank  would  be  compelled  by  the  necessities  of  its 
business  to  keep  a  very  considerable  amount  of  this  silver  or  the  silver 
certificates  in  its  vaults  in  order  to  accommodate  its  customers  when 
they  wanted  the  smaller  forms  of  money,  and  the  first  thing  a  bank 
thinks  of  is  keeping  the  kind  of  thing  in  its  vaults  that  is  called  for 
by  its  customers. 

Mr.  Gox.  That  is  where  it  makes  its  money. 

Mr.  Fairohild.  That  is  where  it  makes  its  money.  Therefore  they 
would  becompelled  to  keep  the  silver,  and  there  would  be  a  large  demand 
upon  the  bsinks  for  this  kind  of  money  in  order  to  accommodate  their  cus- 
tomers who  wanted  to  make  up  theirpayrolls,  and  who  wan  ted  small  sums 
of  money ;  that  it  would  be  in  such  a  condition  that  it  would  be  physically 
impossible  to  use  it  as  the  greenbacks  are  now  used,  in  large  denomina- 
tions, to  raid  the  Treasury.  We  put  an  absolute  physical  barrier  between 
the  Treasury  and  it,  and  yet  we  made  every  man  sore  that  he  never 
could  get  caught  with  them  by  providing  that  if  the  need  arose  the 
Treasury  was  willing  to  take  care  of  it,  just  as  they  take  care  of  dimes 
and  quarters  and  half-dollars  at  the  present  time.  So  no  man,  if  he 
thought  he  was  getting  his  till  overbuitlened  with  silver  dollars,  would 
have  any  trouble  in  going  to  the  Government  and  getting  that  money 
exchanged.  We  felt  we  wanted  to  throw  that  assurance  around  the 
silver  dollar  in  order  that  it  might  not  accumulate  in  the  Treasury,  in 
order  that  everybody  might  hold  it  freely  and  willingly.  That  was  the 
process  we  went  through,  and  we  felt  that  the  country  wonld  need  and 
did  need  at  the  present  time  almost  all  of  this  money  in  that  form; 
that  it  would  not  be  long  before  it  would  need  the  whole  of  iU  and  that 
you  might  have  to  provide  btfore  long  for  some  more  of  that  kind  of 
money  in  the  country. 

Mr.  Cox.  That  is  all  right;  that  is  the  theory  and  the  reason  upon 
which  you  came  to  your  conclusions.  I  am  not  speaking  about  that 
particularly,  although  I  am  very  much  interested  in  what  you  have 
said,  but  I  am  trying  to  get  to  the  effect  of  this  bill. 

Mr.  Fairohild.  I  am  trying  to  give  you  that.  We  considered  the 
effect,  and  we  thought  that  would  be  the  effect;  that  instead,  as  at  the 
present  time,  of  the  silver  at  certain  times  of  the  year  being  thrown 
into  the  Government  in  large  sums  in  its  revenae^  it  woold  not  be 
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throwu  in  its  revenues  at  all,  beeauseit  woald  have  to  remain  ont  doing 
this  small-cliange  work. 

Mr.  Oox.  Bat  anyhow,  nnder  this  law,  it  is  possible  and  wonld  be 
legal  to  force  upon  the  Treasary  of  the  United  States  the  redemption 
of  all  this  money,  silver  and  bank  notes — bank  notes  indirectly f 

Mr.  Fairchild.  Not  bank  notes. 

Mr.  Cox.  I  said  indirectly. 

Mr.  Fairchild.  To  the  extent  of  the  silver,  certsiinly;  and  yon  might 
add  to  that,  if  yon  chose,  the  half  dollars,  the  quarters,  the  dimes,  nickels, 
and  cents.  If  anybody  wants  to  redeem  those,  if  there  is  a  distrust 
against  them,  he  can  present  them  to  the  United  States  Treasury,  and 
the  United  States  Treasury  will  redeem  them  and  hold  them  there.  But 
then  what  is  this  country  going  to  dot    It  will  not  do  that. 

Mr.  Cox.  They  can  do  it  or  not.    That  is  a  question. 

Mr.  Fairchild.  Of  course  they  will  not  do  it. 

Mr.  Cox.  I  want  to  see  what  they  can  do  under  this  law.  What 
they  are  going  to  do  is  another  question  entirely.  The  Government, 
then,  18  under  obligation  to  redeem  any  of  this  money  of  the  banks, 
either  directly  or  indirectly,  silver  dollars  and  the  subsidiary  coin,  aU  in 
gold  upon  the  application  of  the  holdert 

Mr.  Fairchild.  The  Government  is  obliged  to  redeem  all  of  its  own 
issues  of  silver  in  gold.  Then,  up  to  the  extent  that  that  would  be  an 
indirect  redemption  of  bank  notes,  it  would  redeem  the  bank  notes. 
But  if  all  the  silver  was  redeemed  by  the  Government,  after  this  law 
bail  gone  into  complete  operation,  there  would  still  be  a  large  amount 
of  bank  notes  that  the  banks  would  have  to  provide  gold  for  elsewhere! 

Mr.  Oox.  Yes.  Now,  we  are  up  to  the  second  proposition.  If  the 
result  is,  as  you  have  stated,  that  the  silver  can  not  be  used  by  the 
banks  in  procuring  gold,  then  the  banks  would  have  to  redeem  in  gold! 

Mr.  Fairchild.  Yes. 

Mr.  Cox.  That  would  be  the  only  thing  they  could  redeem  in.  Now, 
there  are  the  debts  of  the  Government,  there  are  the  private  debts  we 
have  spoken  about,  there  is  this  redemption  process  we  have  been  talk- 
ing about,  and  let  me  ask  you  this  direct  question:  If  such  a  state  of 
affairs  should  exist  under  this  proposed  bill,  wonld  it  not  have  the  ten- 
dency to  enhance  the  purchasing  power  of  gold! 

Mr.  Fairchild.  I  think  not. 

Mr.  Oox.  Do  you  not  think  that  with  that  raid  upon  the  gold  the 
values  of  gold  products  would  remain  practically  as  they  aret 

Mr.  Fairchild.  Substantially  as  they  are.  They  would  not  be 
affected  appreciably  at  all. 

Mr.  Cox.  If  the  prices  of  the  products  remain  higher  here  than  they 
are  in  other  parts  of  the  world,  how  would  it  be  possible  ever  to  obtain 
any  gold  from  other  parts  of  the  world  when  the  products  are  higher 
here  than  where  you  could  sell  themf 

Mr.  Fairchild.  It  would  not  be  possible. 

Mr.  Cox.  So,  if  it  maintains  the  price  here,  even  equal  to  the  price  in 
other  countries,  you  can  not  get  any  gold  from  foreign  countries  with 
your  products! 

Mr.  Fairchild.  Oh,  yes;  you  can  get  it  with  your  securities. 

Mr.  Cox.  That  is  borrowingt 

Mr.  Fairchild.  You  could  borrow.  I  have  gotten  gold  from  abroad 
without  any  products. 

Mr.  Cox.  You  borrowed  that! 

Mr.  Fairchild.  I  got  that  just  as  you  would  borrow  any  other 
money. 
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Mr.  Gox.  I  am  not  talking  about  that.  I  do  not  much  like  the  bor- 
rowing system.  So  that  proposition  is  settled.  I  will  leave  out  the 
borrowing  part.  But  it  is  unreasonable,  is  it  not,  to  suppose  that  prod- 
ucts would  be  carried  from  this  country  and  sold  abroad  for  less  than 
what  the  products  would  bring  in  this  country? 

Mr.  Fairchild.  That  is  unnatural;  yes. 

Mr.  Cox.  So,  if  that  state  of  facts  exists,  if  our  products  can  be  sold 
cheaper  in  other  countries,  we  have  no  means  of  getting  gold! 

Mr.  Fairchild.  That  is  the  reason  we  always  sell  them — because 
we  can  sell  them  cheaper  than  somebody  else  can  furnish  them. 

GOVERNMENT  INTERFERENCE  DEPRECATED. 

Mr.  Oox.  In  your  opening  statement  you  announced  a  proposition 
to  which  I  readily  agree,  that  a  bank  note  is  nothing  but  the  note  of 
somebody  issued  under  authority  and  that  you  did  not  think  the 
Government  had  much  to  do  with  that  transiiction.  That  was  your 
statement,  was  it  notf 

Mr.  FAiRcmLD.  Yes,  sir.  Stopping  there,  I  thought  it  was  none  of 
the  business  of  the  Government  to  interfere  when  it  came  there. 

Mr.  Cox.  That  is  what  I  thought,  exactly — let  it  keep  its  hands  off. 
Now,  you  being  an  experienced  man  in  finance,  is  not  the  community 
itself  the  best  judge  of  what  currency  it  needs  and  what  currency  the 
community  can  handle? 

Mr.  Fairchild.  Undoubtedly. 

Mr.  Cox.  Then  would  you  not  be  in  favor  of  a  law  that  would  repeal 
this  tax  and  prohibit  the  local  currency! 

Mr.  Fairchild.  My  individual  opinion  on  that  subject  is  now  and 
always  has  been  that  the  United  States  should  provide  as  perfect  a 
banking  system  as  it  can ;  that  it  should  take  its  hands  off  and  let  the 
system  survive  by  its  own  excellence.  Thr.t  has  always  been  my  judg- 
ment. We  did  not  feel  it  necessary  to  raise  the  mooted  and  disputed 
question  of  the  10  per  cent  tax.  The  question  of  that  prohibitory  tax 
was  not  gone  into,  because  it  would  have  led  to  many  controversies 
and  difficulties  with  people  who  had  their  fears  based  on  former  experi- 
ences, and  all  that,  and  we  were  trying  to  provide  something  which  we 
were  satisfied  would  draw  into  it  the  great  bulk  of  the  State  banks  in 
the  country,  and  would  accomplish  in  the  end  what  we  were  trying  to 
do.  My  own  feeling  has  always  been,  as  you  stated,  that  the  Govern- 
ment was  interfering  to  an  unnecessary  degree  with  private  contracts 
at  the  present  time,  and  I  feel  that  if  it  says  it  is  not  able  to  do  any- 
thing in  this  regard,  then  it  should  take  its  hands  off  and  let  other 
people  try  it.  But  even  if  it  did,  the  laws  and  constitutions  of  many 
of  our  States  are  such  that  you  can  not  get  any  local  circulation  under 
them.  Texas,  I  believe,  absohitely  prohibits  a  thing  of  that  kind. 
Therefore,  in  order  to  make  anything  that  is  complete  in  the  attitude 
of  our  States  toward  it  now,  it  is  evident  that  it  is  not  only  better  to 
have  a  national  system,  but  it  is  absolutely  necessary.  To  supply 
Texas,  for  instance,  Arkansas,  and  quite  a  number  of  those  States,  it 
is  absolutely  necessary  to  have  a  national  system,  or  else  they  would 
have  to  reverse  their  whole  action,  and  that  would  be  a  long  process. 

While  I  felt  the  theory  was  correct,  I  did  not  feel  that  the  practice 
w^as  going  to  be  so  immediately  beneficial,  even  if  those  notes  were  per- 
fectly good  notes.  I  am  stating  this,  not  as  an  argument,  but  to  show 
the  processes  we  went  through  in  arriving  at  our  conclusions.    There- 
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fore,  we  felt  that  it  was  a  matter  that  was  not  of  present  practical 
importance  in  large  parts  of  the  country. 
Mr.  Cox.  That  is  all  I  care  about  that  point. 

BANK  CAPITAL  INVESTED  IN  SEAL  ESTATE. 

%  'Sow J  let  me  direct  your  mind  to  another  provision  in  this  bill.    Where 

^  the  bank  undertakes  to  get  out  circulation  its  capital  is  paid  up  nd 
unimpaired,  and  you  make  an  exception  of  the  bank  that  has  its  c  api- 
tal  invested  in  real  estate,  or  any  portion  of  it.  It  may  have  a  capatal, 
aay,  of  $100,000,  and  it  may  have  $25,000  in  real  estate.  That  isi  cut 
out  of  the  estimate  of  circulation.  Kow,  in  the  South  a  great  bulk  of 
the  property  is  in  real  estate. 

Mr.  Fatbchild.  Bank  property? 

Mr.  Cox.  No;  I  mean  theproperty  of  individuals;  and  there  is  quite 
a  difference  in  the  way  we  carry  our  notes  there.  Nearly  all  the  banks' 
notes  are  notes  secured  by  personal  security,  not  bonds,  stocks,  or  any- 
thing of  that  kind.  The  value  of  the  security  depends  upon  the  real 
estate  that  the  banks  own,  as  a  rule.  Now,  then,  if  you  put  that  pro- 
vision in  the  bill,  in  my  country,  if  the  banks,  in  the  collection 
of  debt^s,  should  become  the  owners  of  real  estate,  they  could  get  no 
circaJation  upon  that  capital.  I  wanted  to  call  your  attention  to  that 
part  of  your  bill. 

Mr.  Faibchild.  I  understand  that,  and  I  very  much  sympathize  with 
and  appreciate  the  difficulty  that  your  country  is  in  under  that  pro- 
vision. But  after  all,  I  think,  in  our  experience  of  all  business  enter- 
al prises,  we  would  feel  that  it  was  not  safe,  that  it  was  not  wise,  to  base 
a  thing  that  wanted  such  rapidity  in  movement  and  certainty  in 
redemption,  and  all  of  that,  as  a  bank-note  circulation  requires,  upon 
a  thing  that  was  a  permanent  investment  of  that  sort.  Of  course  there 
are  cases  where  this  provision  would  work  individual  hardships,  but  in 
the  main  I  feel,  and  the  commission  felt,  that  the  country  would  be 
better  served  with  these  tools — and,  mind  you,  we  are  simply  providing 
tools — would  be  better  served  in  all  parts  of  the  country,  in  the  South 
and  everywhere  else,  if  we  threw  that  kind  of  restriction  about  it. 

There  is  one  thing  in  this  bill,  however,  that  I  think,  in  looking  it 
over,  might  possibly  be  prudently  and  wisely  modified,  and  I  think 
that  the  change  I  suggest  was  really  what  was  in  our  minds.  It  is  in 
reference  to  capital  and  surplus.  If  a  bank  had  a  surplus — I  think  that 
idea  was  a  perfectly  proper  modification — we  would  not  make  it  so  a 
bank  might  not  have  a  portion  of  its  surplus  invested  in  real  estate,  and 
not  charge  all  its  real  estate  up  against  its  capital. 

Mr.  Cox.  I  was  going  to  call  your  attention  to  that  point. 

Mr.  Faibchild.  Yes;  my  attention  was  called  to  that  by  a  letter 
that  I  received  yesterday,  and  there  are  quite  a  number  of  banks  with 
a  very  large  surplus,  that  I  have  in  mind  now,  that  own  their  buildings. 
These  buildings  are  often  as  valuable  or  almost  as  valuable  as  their 
**  capitaL  Take  the  Chemical  National  Bank  of  New  York,  for  instance, 
with  a  capital  of  $300,000,  and  I  have  no  doubt  it  has  $300,000  worth 
of  real  estate  and  many  millions  of  dollars  of  surplus.  On  the  other 
hand,  this  consideration  has  occurred  to  me:  Why  is  it  not  better  to 
put  in  some  provision  enabling  the  banks  to  convert  their  surplus  ii)to 
capital,  instead  of  having  a  very  large  surplus  and  a  small  capital? 
Now,  if  there  is  an  inducement  offered  to  them  to  convert  their  surplus 
into  capital  in  order  to  get  over  this  difficultyi  perhaps  it  is  fully  as 
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wholesome  a  condition  of  things  as  otherwise.  Yon  get  a  larger  respon- 
sibility, and  that  is  a  matter  of  detail  that  we  would  not  be  at  all 
tenacious  about. 

Mr.  Cox.  The  suggestion  you  have  made  is  a  very  serious  one.  I 
would  like  to  get  something  to  relieve  the  situation  in  that  respect,  if 

1  can.  For  instance,  it  often  happens  in  the  banks  in  the  South  that 
a  loan,  say  a  very  considerable  loan,  is  made  and  the  personal  security  is 
based  on  real  estiite.  We  have  no  bonds  or  stocks,  you  see,  as  they 
have  in  other  parts  of  the  country.  The  bank  has  to  step  in  and  get 
that  property  to  save  it«  debt.  Now,  do  I  understand  you  to  say  that 
where  that  condition  exists — that  surplus  is  not  real  estate — circulation 
can  not  be  issued  upon  that  regardless  of  what  it  consists  off 

Mr.  Fairchild.  It  could  not,  as  this  bill  is  now  drawn.  But  that 
was  the  reason  I  made  the  suggestion  I  did.  I  say  my  attention  was 
called  to  that — that  we  had  made  that  provision  perhaps  too  stringent. 

Mr.  Cox.  It  is  almost  destruction  to  our  country  if  that  provision 
remains  in  the  bill. 

Mr.  Fairchild.  We  might  require  that  their  capital  should  be  abso- 
lutely good,  independent  of  any  real  estate,  and  I  think  the  gentleman 
who  originally  preseiited  this  consideration  to  the  commission  had  that 
in  his  mind. 

TAX  ON  CIRCULATION. 

Mr.  Cox.  I  want  to  call  your  attention  to  this:  We  have  all  heard 
of  this  elasticity  of  the  currency,  and  so  forth,  and  so  on.  Now,  does 
your  bill  pro^'ide  that  when  a  bank  takes  out  a  circulation  of  60  per 
cent  of  its  capital  stock,  there  is  no  tax  attached  to  that? 

Mr.  Fairchild.  That  is  correct. 

Mr.  Gox.  If  it  takes  out  60  to  80  per  cent  of  its  capital  the  tax  is 

2  per  cent,  and  when  it  passes  80  per  cent  6  per  cent  attaches? 
Mr.  Fairchild.  Yes. 

Mr.  Cox.  Is  not  this  biU  so  framed  that  it  will  work  in  this  way: 
Whenever  the  stringency  comes,  and  the  demand  for  the  money  is  great, 
you  want  to  increase  your  circulation.  Now,  when  you  go  to  take  out 
between  the  60  and  80  per  cent,  you  have  got  to  pay  2  per  cent,  and 
when  you  pass  80  per  cent  you  have  to  pay  6  per  cent.  Will  not  the 
banker,  to  protect  himself,  add  that  additional  cost  to  the  customer 
that  wants  the  money? 

Mr.  Fairchild.  He  may  or  he  may  not.  I  do  not  think  that  would 
always  follow.  The  object  of  this  provision  is  this :  We  provide  brakes 
that  will  prevent  the  banks  from  issuing  up  to  the  uttermost,  in  order 
that,  when  a  time  of  great  demand  comes,  there  may  be  a  margin  for 
issues  then.  In  order  that  there  may  be  something  within  perfect  limits 
of  safety  that  will  be  ready  to  meet  an  extraordinary  demand,  we  put  a 
brake  upon  it,  so  that  banks  may  have  an  inducement  to  keep  them- 
selves in  a  condition  to  meet  times  of  extraordinary  demand  in  that 
respect. 

Mr.  Cox.  While  it  is  true  that  is  a  brake  upon  the  bank  for  the 
purpose  of  restricting  it  in  taking  out  too  much  circulation,  yet  the 
bank  itself  does  take  it  out  in  v'Ases  of  emergency  to  accommodate  its 
customers.    That  is  the  object? 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Cox.  But  the  point  I  make  is:  in  stringent  times,  when  the 
money  is  so  much  needed,  it  will  result  in  an  increased  rate  of  interest, 
I  will  call  it,  or  an  increased  rate  of  discount|  for  those  terms  are 
immaterial- 
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Mr.  Fairchild.  The  rate  of  interest  would  be  increased  already. 
That  would  take  place  independent  of  this  problem,  and  in  a  greater 
degree  if  this  provision  was  not  there  to  take  care  of  it. 

The  Chairman.  Let  me  ask  a  question  ant^ecedent  to  that.  Is  it  not 
a  fact  that  money  in  the  banks — especially  in  the  country—  may  be  cir- 
f  culated  up  to  par  at  some  seasons  of  the  year,  and  that  they  may  not 
have  out  more  than  40  or  50  per  cent  at  other  seasons?  That  is  to  say, 
the  average  circulation  of  a  bank  may  be  50,  60,  or  70  per  cent,  and 
yet  at  a  great  many  times  of  the  year  it  may  be  fully  a  hundred  per 
cent,  if  they  have  the  privilege  of  issuing  itf 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Cox.  I  do  not  take  much  stock  in  this  idea  about  a  country  not 
needing  money  at  one  season  of  the  year.  We  need  it  all  the  time  in 
my  country.  I  think  we  have  got  out  of  that  question  all  that  we  can. 
It  is  in  the  power  of  the  bank  under  that  law,  if  it  takes  out  that  addi- 
tional circulation  in  a  time  of  stringency  and  the  time  of  great  demand 
for  a  circulution,  to  increase  the  amount  of  its  charges  for  its  discounts? 

Mr.  Fairchili).  Yes,  sir;  in  times  of  great  demand  it  will  always* 
be  increased. 

Mr.  Gox.  So  under  this  bill,  when  times  are  hard  and  money  is  scarce, 
you  propose  to  confer  upon  the  banks  the  power  to  put  the  burden 
upon  the  customer  and  make  the  customer  of  the  bank  pay  more  for 
his  money.    Would  that  bring  relief  to  anybody! 

Mr.  Fairchild.  They  have  that  already.    That  is  a  condition  in 

the  nature  of  things.    You  can  not  get  away  from  that.    Ko;  that  is 

7       not  the  object  of  the  law.    The  object  of  the  law  is  to  have  the  banks 

ID  a  condition  to  modify  the  very  thing  you  are  speaking  of,  as  much 

as  possible. 

THE  GOLD  STAin>ARI). 

Mr.  Johnson.  Mr.  Fairchild,  yesterday  afternoon  you  said,  in  response 
to  a  question  of  Mr.  Gox,  that  the  effect  of  this  bill  would  be  to  estab- 
lish the  gold  standard.  Did  you  mean  to  establish  the  gold  standard, 
or  simply  to  preserve  the  gold  standard? 

Mr.  Fairchild.  I  meant  to  preserve  it. 

Mr.  Johnson.  You  recognize,  as  a  matter  of  fact,  that  we  have  been 
practically  on  the  gold  standard  for  many  years? 

Mr.  Fairchild.  Practically,  yes. 

Mr.  Johnson.  Do  you  not  regard  it  as  essential  to  the  success  of  any 
well-conceived  banking  and  currency  system  that  the  gold  standard 
shall  be  accepted  as  the  standard  of  this  country? 

Mr.  Fairchild.  I  consider  it  necessary  to  a  currency  system  that 

the  gold  standard  should  be  maintained;  I  consider  it  necessary  to  the 

prosperity  of  business  that  the  gold  standard  shall  be  maintained; 

bat  so  far  as  this  banking  system  is  concerned  it  would  fit  a  silver 

•    standard  or  any  other  standard  which  might  be  adopted,  because  we 

"^    have  provided  for  the  banks  redeeming  in  lawful  money.    It  would 

apply  to  any  standard  so  far  as  the  banking  was  concerned,  but  the 

general  condition  under  the  silver  standard  would  be  of  course  a  far 

less  pros])erous  and  safe  one.    So  far  as  the  goodness  of  the  currency  is 

concerned  under  this  law,  it  will  always  be  just  as  good  as  your  standard, 

whatever  that  may  be.    Your  bank  notes  will  be  just  as  good  as  your 

standard.    If  your  standard  is  gold  they  will  be  just  as  good  as  gold, 

and  if  your  standard  is  silver  they  will  be  just  as  good  silver.    If  it  is 

a  paper  promise  to  pay  that  they  have  made  legal  tender  they  will  be 

JQdt  as  good  as  thab 
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Mr.  Johnson.  This  bill  is  rather  in  thenatnreof  intermediate  gronnci, 
is  it  not,  between  the  system  of  State-bank  circuhition  of  notes,  and  the 
system  of  national  control,  bottomed  on  bond  security! 

Mr.  Fairohild.  Well,  if  you  go  back  historically,  you  will  remember 
many  of  the  State-bank  notes  were  based  on  bonds. 

Mr.  Johnson.  But  not  under  national  control. 

Mr.  Fairchild.  No.  The  distinction  is  between  national  control 
and  local  control.  One  is  a  universal  control.  I  should  not  say  the 
distinction  was  only  in  the  direction  of  whether  we  put  up  collateral 
security  aj;:ain8t  the  notes. 

Mr.  Johnson.  Is  not  this  bill  designed  to  say  to  those  who  advocate 
a  return  to  the  State  bank  system  of  circulating  notes:  "We  do  not 
believe  it  is  possible  to  give  you  that  system,  but  we  will  give  you  a 
system  which  will  dispense  with  rigid  bond  security  for  circulating 
notes,  and  which  will  thereby  conier  upon  you  a  good  currency  sufficient 
to  answer  the  purpose  of  your  trade,  and  whicli  will  be  perfectly  safe, 
and  which  will  at  the  same  time  have  the  quality  of  elasticity!" 

Mr.  Fairchild.  That  is  it. 

Mr.  Johnson.  Referring  to  some  questions  addressed  to  you  by  Mr. 
Cox  on  yesterday  as  to  wliere  the  gold  is  going  to  come  from  to  redeem 
these  circulating  notes  of  the  banks  provided  for  in  your  bill,  I  want  to 
ask  you  a  question  along  that  line.  During  the  first  part  of  the  Har- 
rison Administration  was  not  the  overwhelming  proportion  of  our 
duties  paid  in  gold! 

Mr.  Fairchild.  In  New  York  it  probably  was. 

Mr.  Johnson.  What  per  cent,  as  you  now  remember,  of  the  total 
duties  on  imports  of  the  country  was  paid  in  gold  at  that  time! 

Mr.  Fairchild.  The  Treasury  published  some  statistics  to  show  that. 
It  was  always  the  duty  collected  at  New  York,  where  the  great  bulk  is 
collected,  that  was  shown,  and  they  made  out  a  little  daily  statement. 

Mr.  Johnson.  I  will  ask  you  if  it  is  not  a  fact  that  from  95  to  99  per 
cent  was  paid  in  goldf 

Mr.  Fairchild.  Yes,  sir;  from  95  to  98  per  cent. 

Mr.  Johnson.  Is  it  not  a  fact  that  during  the  last  part  of  the  Har- 
rison Administration,  especially  after  the  i)a8sage  of  the  act  of  1890, 
known  as  the  silver-purchasing  act,  the  proportion  of  dues  which  were 
paid  in  gold  dropped  at  once  and  became  very  small! 

Mr.  Fairchild.  It  dropped  at  oiK*e;  that  is  correct.  It  began  drop- 
ping and  dropped  until  it  disappeared. 

Mr.  Johnson.  Now,  I  will  ask  you  if  in  your  opinion  one  of  the  most 
potent  factors  in  producing  that  change  was  not  the  feeling  that  there 
was  danger  that  we  might  approach  a  silver  standard? 

Mr.  Fairchild.  That  was  the  reason  of  it. 

Mr.  Johnson.  I  will  ask  you  whether,  in  your  opinion,  the  moment  it 
is  distinctly  understood  that  we  are  to  remain  on  the  gold  basis  the 
tendency  will  not  be  that  the  most  of  the  import  duties  will  be  paid  in 
gold! 

Mr.  Fairchild.  In  my  opinion  it  will. 

Mr.  Johnson.  It  is  true,  is  it  not,  that  people  are  perfectly  willing 
to  pay  out  the  gold  for  customs  as  long  as  they  are  perfectly  sure  that 
the  other  money  in  their  possession  is  as  good  as  gold! 

Mr.  Fairchild.  They  prefer  to  do  so. 

Mr.  Johnson.  Why! 

Mr.  Fairchild.  Because  the  other  form  of  money  is  more  conven- 
ient for  them. 
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The  Ohaibman.  They  want  to  get  rid  of  the  gold  t 

Mr.  Faibchild.  Yes;  when  there  is  no  doubt  about  their  being  able 
to  get  it  if  they  want  it. 

The  GnAiBMANi  Then  persons  will  refuse  gold  when  they  can  get 
paper  if  they  are  sure  that  paper  can  be  exchanged  for  gold  at  any 
time  they  want  the  goldf  Something  has  been  said  about  the  present 
condition  of  the  silver — about  its  being  exchanged  under  your  bill. 
Whether  or  not  that  would  be  exchanged  under  your  bill  would  depend, 
would  it  not,  upon  the  public  impression  as  to  whether  that  silver  was 
as  good  as  goldT 
Mr.  Fairchild.  Absolutely. 


EXCHANaiNa  SILVER  FOR  GOLD. 

The  Chairman.  It  is  your  opinion  that,  in  view  of  the  fact  that  silver 
would  constitute  very  largely  the  circulating  medium  below  $10  in 
denomination  and  would  be  generally  distributed  throughout  the 
country,  the  danger  of  concentrating  it  for-  exchange  would  be  very 
remote  T 

Mr.  Fairchild.  Very  remote.  I  do  not  think  the  Government  would 
get  near  so  much  silver  as  now. 

The  Chairman.  And  it  is  also  your  idea  that  the  proposition  is  just 
as  broad  at  it  is  long  as  to  whether  this  silver  would  be  presented  to 
the  bank  or  the  Oovernment;  that  if  it  was  presented  to  the  banks 
and  they  exchanged  it  they  would  present  it  to  the  Goverumentf 

Mr.  Fairchild.  Yes. 

The  Chairman.  Whereas  if  the  banks  were  not  required  to  exchange 
it,  then  probably  the  people  would  present  such  of  it  as  might  be  pre- 
sented to  the  Government  for  gold? 

Mr.  Cox.  Presenting  the  silver  to  the  banks? 

The  Chairman.  Yes.    I  understood  you  to  ask  him  along  that  line. 

Mr.  Cox.  No;  it  is  not  presumed  that  the  silver  will  be  presented  to 
the  banks.  I  did  not  follow  that  line  of  thought  at  all.  It  was  whether 
the  bank  notes  would  be  presented. 

The  Chairman.  Then  I  misunderstood  your  question. 

Mr.  Fairchild.  My  answer  to  the  question  was  that  the  Govern- 
ment would  have  less  silver  to  redeem  if  the  banks  were  not  compelled 
to  redeem  in  gold — if  they  are  not  denied  the  privilege  of  redeeming 
their  notes  in  silver;  that  there  would  then  be  less  silver  presented 
to  the  Government  for  redemption  or  exchange  than  there  would  be  if 
the  banks  were  compelled  to  redeem  in  gold  entirely. 

The  Chairman.  Please  repeat  that. 

Mr.  Fairchild.  I  say  less  silver  would  be  presented  to  the  Govern- 
ment for  redemption. 

Mr.  Johnson.  Redemption? 

Mr.  Fairchild.    Or  exchange. 

The  Chairman.  You  mean  redemption  by  exchange? 

Mr.  Fairchild.  No.  We  have  used  the  word  "exchange"  because 
we  do  not  mean  to  put  these  silver  dollars  out  of  existence,  so  we  have 
used  that  word  "exchange"  as  a  matter  of  distinction. 

The  Chairman.  You  mean  really  the  same  by  exchange  as  redemp- 
tion in  drawinn:  the  bill.  Kedemption  is  a  synonym  in  your  mind  for 
exchange,  is  ic  not? 

Mr.  Fairchild.  What  we  call  now  redemption  of  greenbacks  is 
practically  an  ej(change.    We  have  provided  in  this  bill  for  a  redemp- 
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tion  of  the  greenbacks,  which  means  that  they  are  to  be  retired  when 
tliey  are  paid  in  gold,  under  certain  conditions. 

The  Chairman.  You  mean  final  redemption  T 

Mr.  Fairchild.  Yes. 

The  Chairman.  A  destruction  ! 

Mr.  Fairchild.  And  the  silver  dollar  we  propose  to  exchange  for 
the  gold  we  will  keep,  as  an  asset  in  the  Treasury,  to  be  used  again. 

The  Chairman.  As  the  greenba<^ks  are  now  exchanged? 

Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  That  is  to  say,  you  propose  a  destruction  of  the 
greenbacks,  and  to  substitute  for  the  greenbacks  drawing  gold  from 
the  Treasury  the  silver  dollar? 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Johnson.  And  the  danger  to  the  Treasury  would  be  as  nothing 
compared  to  the  present  presentation  of  the  greenbacks? 

Mr.  Fairchild.  There  would  be  no  danger  to  the  Treasury  what- 
ever under  this  proposed  bill,  unless  it  should  appear  from  political 
conditions  that  a  state  of  things  was  likely  to  arise  where  this  law 
would  be  changed.  Then  the  Treasury  would  probably  have  occasion 
to  redeem  a  great  many  silver  dollars,  or  exchange  them  in  gold. 

Mr.  Cox.  With  the  silver  dollars  carried  into  the  Treasury,  your 
idea  is  that  they  will  be  an  asset  in  the  Treasury,  to  be  used  when  the 
opportunity  presents  itself? 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Cox.  But  you  do  not  mean  to  say  that  these  silver  dollars  take 
the  place  of  greenbacks  at  all? 

Mr.  Fairchild.  No,  not  at  all;  the  greenbacks  get  out  of  the  way. 

The  Chairman.  As  long  as  Mr.  Fairchild  has  taken  back  the  other 
answer,  I  will  ask  another  question :  You  have  gone  upon  the  principle 
that  there  must  be  something  that  bankers  and  citizens  can  get  that 
will  take  gold  out  of  the  Treasury,  so  they  can  get  gold  when  they 
want  it,  after  you  have  destroyed  the  greenbacks? 

Mr.  Fairchild.  No,  not  at  all. 

The  Chairman.  Then  you  do  not  propose  to  have  any  means  of 
reaching  the  gold  in  the  Treasury  after  you  have  destroyed  the  green- 
backs? 

Mr.  Fairchild.  We  propose  that  the  Government  shall  keep  the 
silver  dollars  equal  to  gold. 

The  Chairman.  How  are  you  going  to  do  that? 

Mr.  Fairchild.  By  giving  gold  when  anybody  wants  it;  and  we  cal- 
culate that  an  amount  of  gold  kept  in  the  Treasury  equal  to  5  per 
cent  of  tbe  silver  dollars  in  existence  will  suffice  for  that  purpose. 

The  Chairman.  If  you  propose  to  redeem  the  silver  dollars  in  gold  by 
the  Treasury,  you  propose  to  redeem  them  on  demand? 

Mr.  Fairchild.  Yes,  sir;  on  demand. 

The  Chairman.  Then  the  limit  will  depend  upon  the  disposition  of 
the  people  to  secure  gold  from  the  Treasury? 

Mr.  Fairchild.  No;  not  altogether  upon  the  disposition  to  secure 
gold.  You  may  want  gold  for  some  purpose  of  foreign  exchange,  or  to 
pay  a  debt  abroad;  then  the  means  that  you  will  use  to  obtain  that 
gold,  whether  you  will  use  silver  dollars  or  not,  will  depend  very  much 
upon  the  confidence  of  the  people  in  those  silver  dollars. 

The  Chairman.  That  is  wandering  from  my  question.  That  is  clear 
off  to  one  side.  That  is  going  into  another  subject  entirely.  I  want 
to  get  back  to  the  point.  The  number  of  silver  dollars  that  will  be 
presented  to  the  Treasury  for  redemption  in  gold  will  depend  entu«Iy 
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iiX>on  the  desire  of  the  people  of  the  country — everybody  and  anybody — 
for  gold,  will  it  not? 

Mr.  Faibchild.  No. 

The  Chairman.  Then  what  will  it  depend  upon  ? 

Mr.  Faibghild.  It  will  depend  upon  their  desire  for  gold,  combined 
with  their  belief  in  the  continued  goodness  of  the  silver  dollar,  and 
their  desire  to  use  it  for  small  change. 
f  The  Chairman.  !Now,  I  don't  think  you  should  put  another  question 

in  my  mouth,  or  fail  to  answer  the  question. 

Mr.  Johnson.  It  strikes  me  that  that  is  a  very  plain  answer,  and  a 
very  direct  one,  and  nothing  calling  for  that  stricture  from  the  chairman. 

Mr.  Hill.  I  would  like  to  ask  a  question  now  in  regard  to  the  ques- 
tions asked  by  Mr.  Cox.  When  this  bill  is  in  operation  and  effect,  we 
will  have  three  kinds  of  currency — gold,  silver,  or  silver  certiftcates, 
and  bank  notes — and  that  is  allT 

Mr.  Fairohild.  Yes,  sir. 

Mr.  Hill.  Now,  as  I  understand  the  proposition  of  the  Commission, 
they  think  that  the  silver  certificates  under  $10  taking  the  place  of 
the  present  national-bank  notes  under  $5  in  denomination,  and  Gov- 
ernment currency,  will  be  so  firmly  held  that  not  even  a  panic  will 
bring  them  to  the  Treasury  for  redemption? 

Mr.  Fairohild.  Yes,  sir. 

Mr.  Hill.  So,  practically,  for  redemption  money,  there  will  be  gold. 

Mr.  Fairohild.  Yes,  sir. 

Mr.  Hill.  Practically  allT 

Mr.  Fairohild.  Yes,  sir. 

Mr.  Hill.  It  will  be  used  for  redemption  of  bank  notes,  and  there 
^  will  be  less  silver  dollars  in  circulation,  but  more  silver  certificates  in 

circulation  as  a  matter  of  convenience  T 

Mr.  Fairohild.  I  could  not  say. 

Mr.  Hill.  That  will  be  the  working  of  it.  Now,  I  wanted  to  ask  you 
this  question :  Suppose  a  war  to  come,  or  some  great  demand  for  gold, 
is  there  any  possible  way  in  which  that  demand  could  be  brought  to 
bear  upon  the  Treasury  T 

Mr.  Fairohild.  No,  sir. 

Mr.  Hill.  Being  unable  to  accumulate  any  reasonable  amount  of 
silver  certificates  or  dollars,  must  not  that  gold  be  secured  by  taking 
national-bank  notes  to  the  banks  for  gold  redemption  T 

Mr.  Fairohild.  Yes,  sir. 

Mr.  Hill.  And  they  will  regulate  that  matter  by  the  operation  of  the 
rise  and  fall  of  interest  as  is  now  done  in  England. 

Mr.  Fairohild.  Exactly. 

The  Chairman.  Then  you  propose  in  your  system  to  put  the  power 
of  demanding  the  gold  of  the  Government,  the  redeeming  of  money  in 
gold,  beyond  the  power  of  the  people  to  reach ;  that  is  your  point  in 
the  bill? 

Mr.  Hill.  It  puts  it  on  the  banks. 

The  Chairman.  No,  sir;  I  beg  your  pardon. 

Mr.  Fairohild.  I  do  not  understand  your  question.  I  do  not  under- 
stand the  assumption.  * 

The  Chairman.  Your  answer  to  the  question  of  Mr.  Hill  was  that 
the  silver  would  be  so  absorbed  that  it  was  not  practicable  to  get  the 
silver  with  which  to  demand  goldf 

Mr.  Fairohild.  Certainly. 

The  Ohaishan.  That  is  your  first  proposition! 
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Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  Now,  your  sec^ond  proposition  is  that  there  is  then 
nothing  left  in  the  comuinnity  that  they  can  get  to  bring  to  the  Gov- 
ernment to  secure  goldf 

Mr.  Fairchild.  Nothing  whatever  left. 

The  Chairman.  Then  what  institution  of  individuals  is  to  keep  all 
of  our  money  at  par,  each  with  every  other  T 

Mr.  Fairchild.  The  people  who  issue  it. 

The  Chairman.  But  where  is  the  provision  in  law  that  anybody 
shall  redeem  it  in  goldt 

Mr.  Fairchild.  They  can  not  redeem  it  in  anything  else. 

The  Chairman.  The  gold  is  to  be  in  the  Treasury! 

Mr.  Fairchild.  It  would  not  be  in  the  Treasury. 

The  Chairman.  Do  you  provide  by  law  that  the  banks  shall  redeem 
in  gold? 

Mr.  Fairchild.  Not  at  all.    In  lawful  money. 

The  Chairman.  And  your  bill  destroys  the  greeubacksT 

Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  And  you  claim  that  the  silver  dollars  will  not  be 
stored  by  the  banks  so  they  can  get  gold,  as  they  now  store  greenbacks. 
Why  will  not  the  desire  and  the  practice  of  the  banks  be  to  keep  the 
silver  dollars  to  get  the  gold  precisely  as  they  now  keep  the  green- 
backs ? 

Mr.  Fairchild.  Because  the  people  must  have  them  for  use  in  their 
trade  and  business. 

The  Chairman.  That  is,  you  propose  to  make  the  getting  of  small 
money  so  difficult  that  the  banks  can  not  hoard  it — can  not  keep  it  to 
get  gold  for? 

Mr.  Fairchild.  I  do  not  understand  that  proposition  at  all.  We 
provide  that  silver  dollars  shall  be  the  small  money  of  the  country. 
But  we  say,  that  being  the  only  money  in  circulation  in  denominations 
of  less  then  $10,  it  will  be  in  such  a  position  in  the  country  that  it  can 
not  be  presented  for  redemi/tion  in  gold,  and  no  bank  would  present  it 
for  redemption  in  gold  in  any  considerable  sum,  except  for  a  small  con- 
venience, because  by  so  doing  the  bank  would  thereby  denude  its  cash 
drawer  of  the  thing  it  had  to  have  for  its  customers. 

The  Chairman.  Is  it  not  a  fact  that  this  silver  money,  when  it  is 
paid  in  the  natural  course  of  retail  trade,  will  be  paid  to  the  storekeep- 
ers for  goods  that  the  people  buy? 

Mr.  FAIRCHII.D.  Yes,  sir. 

The  Chairman.  That  is  the  use  that  will  be  made  of  itt 

Mr.  Fairchild.  Yes,  sir;  paid  for  car  fares  and  hotel  bills,  and  all 
kinds  of  things. 

The  Chairman.  Then  the  answer  to  my  question  is  that  it  will  be 
paid  by  people  in  the  retail  purchases  of  the  things  they  want? 

Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  Now,  is  it  not  the  custom  of  all  merchants,  railroad 
companies,  big  merchants  and  small,  to  deposit  that  money  in  the  bank? 

Mr.  Fairchild.  It  is. 

The  Chairman.  Then  is  it  not  the  custom  to-day  for  the  banks  to 
accumulate  the  greenbacks,  retaining  them,  and  paying  out  something 
else? 

Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  Then  will  it  not  be  the  custom  of  the  banks,  under 
your  proposed  law,  in  order  to  have  something  that  is  the  equivalent  of 
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gold  for  which  to  secure  gold  to  redeem  their  bills,  to  keep  the  silver 
certificates  to  demand  gold  forf 

Mr.  Faihchild.  It  will  uot. 

The  Chairman.  Why! 

Mr.  F  AiECHiLD.  Because  there  will  not  be  enough  of  it. 

The  Chairman.  Well,  I  am  done. 

Mr.  Hill.  They  will  retain  gold! 

Mr.  Fairchild.  Of  course  they  will. 

The  Chairman.  Then  you  fix  the  thing  so  that  nobody  can  get  any 
money  on  which  to  demand  gold  except  bank  notes! 

Mr.  Fairchild.  That  is  absolutely  the  case. 

Mr.  Cox.  Your  theory,  then,  is,  so  far  as  the  silver  is  concerned,  that 
it  will  be  put  out  in  circulation  and  in  the  hands  of  the  people,  and 
consequently  the  banks  can't  concentrate  it  so  as  to  draw  gold  from  the 
Treasury! 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Cox.  Now,  as  suggested  by  the  chairman,  I  buy,  we  will  say, 
from  my  merchant,  and  the  silver  goes  over  into  his  hands,  and  he 
makes  the  deposit  of  silver.  As  I  understand  it,  you  think  his  neces- 
sities for  the  use  of  that  money  will  drive  it  out  of  the  bank  again  into 
circulation  ! 

Mr.  Fairchild.  Yes;  it  will  be  drawn  out  that  same  day,  or  the  next 
day,  if  somebody  wanted  to  make  out  a  pay  roll  or  something  of  that 
kind,  and  needed  the  money. 

Mr.  Cox.  That  is  your  theory! 

Mr.  Fairchild.  No  theory  about  it.    It  must  work  that  way. 

Mr.  Cox.  Suppose  the  banks  will  not  pay  it  out! 

Mr.  Fairchild.  Then  the  holder  will  go  to  some  other  bank. 

Mr.  Cox.  Can  not  they  pay  out  their  own  notes! 

Mr.  Fairchild.  What  good  does  that  do  them  !  Their  notes  are  not 
less  than  $10  in  denomination. 

Mr.  Cox.  But  they  can  take  their  $10  notes  and  pay  them  out  and 
hold  the  silver! 

Mr.  Fairchild.  Certainly. 

Mr.  Cox.  If  they  were  to  do  that,  can  not  you  see  that  the  banks,  by 
concert  of  action,  could  corner  the  silver! 

Mr.  Fairchild.  You  are  supposing  that  the  bank  people  are  a  set  of 
blooming  idiots. 

Mr.  Cox.  I  could  not  suppose  that,  but  I  find  that  a  bank  goes  for 
money  like  everybody  else. 

Mr.  Fairchild.  That  would  be  a  case  where  it  was  not  going  for 
money.    That  would  be  driving  customers  away. 

banking  is  conducted  like  other  business  enterprises. 

Mr.  Mitchell.  Do  you  know  of  any  bank  that  has  been  in  opera- 
tion and  has  done  a  successful  business  that  does  not  try  to  meet  the 
demands  of  its  customers,  in  so  far  as  it  can  do  so  with  security  to  itself! 

Mr.  Fairchild.  I  know  of  no  such  bank. 

Mr.  Mitchell.  If  a  customer  asked  for  greenbacks  or  gold  coin 
to-day,  or  silver  of  varying  denominations  or  kinds,  the  bank  always 
accommodates  that  man  if  possible,  does  it  not! 

Mr.  Fairohild.  If  possible;  yes,  sir. 

Mr.  Mitchell.  And  it  is  against  the  interests  of  any  established 
bank,  exactly  as  it  would  be  against  the  interests  of  any  commercial 
houseiy  to  do  things  which  are  not  agreeable  to  its  customers! 
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Mr.  Faibchild.  Exactly. 

Mr.  Mitchell.  Do  you  know  of  any  distinction  in  that  respect 
between  doing  a  good  commercial  business  and  doing  a  good  banking 
business? 

Mr.  Faieohild.  Kone. 

Mr.  Mitchell.  Do  you  know  of  any  bank  established  under  the 
national  banking  system  which  takes  any  other  attitude  than  that? 

Mr.  Faieohild.  No,  sir. 

Mr.  Mitchell.  Now,  in  regard  to  the  questions  aske^  by  Mr.  Cox 
in  relation  to  this  charge  of  6  per  cent  interest  on  the  increase  of  circa 
lation  over  SO  per  cent,  I  apprehend  that  that  was  not  drafted  into  the 
bill  with  the  idea  of  particularly  assisting  the  bank  as  much  as  it  was 
to  assist  the  community.    Am  I  right  about  thatt 

Mr.  Faieohild.  Yes,  sir. 

Mr.  Mitchell.  And,  of  course,  there  is  nothing  in  the  bill  which 
compels  the  bank  to  charge  even  6  per  cent  for  any  loans  which  they 
mi^lit  make  after  that  increase  of  circulation  was  taken  out? 

Mr.  Faikchild.  No,  sir. 

Mr.  Mitchell.  As  a  matter  of  fact  stringencies  in  the  money  market 
are  apt  to  lead  to  failures,  are  they  not! 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Mitchell.  And  failures  are  not  generally  desired  by  banks  T 

Mr.  Fairchild.  It  is  a  thing  they  avoid  if  they  possibly  can. 

Mr.  Mitchell.  Banks  will  do  almost  anything  they  can  to  prevent  a 
customer  going  to  the  wall,  because  they  know  the  failnre  of  a  customer 
is  injurious  to  them  both  as  to  the  loss  of  their  money  and  as  to  the  loss 
of  tiieir  reputation  by  having  that  class  of  customers? 

Mr.  Fairchild.  Yes;  and  it  affects  other  customers.  One  thing  a 
bank  tries  to  avoid  is  the  failure  of  anybody. 

Mr.  Mitchell.  Because  one  failure  leads  to  another;  if  one  cus- 
tomer fails,  the  others  hear  of  it  and  avoid  that  bank? 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Mitchell.  And  that  may  lead  to  great  disaster  for  that  bank. 
It  is  also  the  case,  is  it  not,  that  where  those  things  are  known,  as  they 
always  are  known  in  a  business  community,  it'  a  bank  has  suffered  a 
number  of  customers  to  go  to  the  wall,  to  use  a  common  phrase,  other 
depositors  are  apt  to  be  a  little  frightened? 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Mitchell.  So  in  that  way  it  is  an  injurious  thing  for  them? 

Mr.  Fairchild.  Yes. 

Mr.  Mitchell.  Therefore  the  theory  that  is  in  the  minds  of  a  num- 
ber of  Members  of  Congress,  that  these  national  banks  are  a  species  of 
enemy  to  the  people  at  large,  is  not  in  your  opinion  a  correct  theory? 

Mr.  Fairchild.  Entirely  incorrect. 

Mr.  Mitchell.  Do  you  not  know  that  as  a  matter  of  experience  the 
banks  in  great  centers — for  instance,  New  York — would  be  only  too 
glad  to  lend  their  money  anywhere  in  the  United  States,  in  the  South 
or  in  the  West,  where  they  could  get  a  higher  rate  of  interest  than  they 
do  get  if  they  could  get  equal  security? 

Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  That  is  true  to-day. 

Mr.  MiTCHSLL.  I  was  speaking  of  the  present.  And  that  in  the 
past  summer,  for  instance,  money  has  been  loaning,  on  Wall  street,  for 
1^  per  cent  on  call? 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Mitchell.  Is  there  any  question  in  your  mind  that  the  trust 
oompanies  and  banks  that  were  loaning  money  on  call  at  1^  per  cent 
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last  summer  would  be  only  too  glad  to  lend  it  at  4  per  cent,  on  good 
fiecurity,  if  they  coold  get  that  per  cent  and  good  secnrity  in  the  South 
or  West f 

Mr.  Fairohild.  Certainly.    Yon  are  corre^ct  about  that. 

Mr.  Mitchell.  And  the  only  reason  that  the  rate  of  interest  is  so 
low  inl^ew  York  is  because  they  demand  an  abundance  of  security,  and 
they  make  all  their  notes  payable  in  gold  coinf 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Mitchell.  So  during  the  past  year  it  was  possible  that  a  man 
with  sufficient  security  could  borrow  money  at  a  less  rate  of  interest 
than  the  United  States  Government  has  been  paying? 

Mr.  Fairohild.  For  money  on  call;  yes,  sir. 

Mr.  Hill.  On  the  stock-exchange  plan? 

Mr.  Fairchild.  Yes.  In  New  York  City,  however,  or  in  any  great 
city,  you  can  not  borrow  money  &om  a  bank  on  real  estate.  Even  in 
the  great  money  centers,  when  I  want  to  borrow  on  real  estate,  the  rate 
of  interest  runs  from  at  least  4  to  6  per  cent. 

The  Chairman.  Why? 

Mr.  Mitchell.  I  am  not  going  into  that  proposition.  I  merely 
wanted  to  draw  this  distinction  that  has  been  drawn  here  between  loans 
on  personalty  and  loans  on  realty. 

Mr.  Spalding.  And  secured  by  a  mortgage  on  real  estate.  The 
bonds  are  issued  on  the  real-estate  securities  which  are  issued  by  the 
railroads,  etc. ;  so  it  is  reaUy  a  collateral  on  real  estate. 

The  Chairman.  The  reason  is  because  it  can  not  be  had  at  the 
option  of  the  lender. 

Mr.  Mitchell.  Then  I  will  ask  you  why. 

Mr.  Fairchild.  Because  it  is  not  so  quickly  and  easily  collectible. 

CANCELING  THE  GREENBACKS. 

Mr.  Mitchell.  I  think  your  bill  provides  that  the  first  $50,000,000 
of  greenbacks  which  are  redeemed  in  gold  shall  be  canceled  ? 

Mr.  Faircijild.  Yes,  sir. 

Mr.  Mitchell.  The  question,  of  course,  will  be  asked  why  you  fixed 
on  that  particular  sum,  and  I  will  be  glad  if  yon  will  give  us  an  explana- 
tion of  the  selection  of  that  particular  sum  for  cancellation. 

Mr.  Fairchild.  We  felt  it  would  start  the  cancellation  of  green- 
backs, and  we  fixed  on  that  as  a  round  sum  which  would  create  no 
particular  embarrassment  or  serious  contraction,  and  would  make  a  cer- 
tain vacuum  into  which  bank  notes  could  go,  and  would  start  the  opera- 
tionof  thesystem  which  wehoped  would  ultimately  retire  the  greenbacks, 
and  we  felt  that  we  must  take  some  of  them  out  absolutely  in  order  to 
begin  making  this  place  for  the  bank-note  circulation. 

Mr.  Mitchell.  Was  there  anytliing  in  connection  with  the  decline 
in  the  value  of  silver  which  had  been  purchased  by  the  Government 
which  made  you  come  to  any  such  conclusion  as  that? 

Mr.  Fairchild.  No. 

Mr.  Mitchell.  It  was,  then,  more  or  less  of  an  arbitrary  thing? 

Mr.  Fairchild.  Yes;  an  arbitrary  thing. 

AMOT7NT  OF  CIRCULATION  UNDER  THE  COMMISSION  BILL. 

Mr.  Princr.  How  much  money  would  your  bill  put  into  circulation? 
Mr.  Fairchild.  Do  you  mean  how  much  it  would  make  possible  to 
issue? 
Mr.  Frincb.  In  its  practical  operation? 
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Mr.  Pairohild.  To  answer  your  question  technically,  our  bill  would 
as  a  necessity  put  none  in  circulation.  That  would  depend  upon  the 
option  of  people  and  their  action  under  it.  We  estimated  that  it  would 
provide  all  that  might  be  needed,  that  it  would  be  a  thing  that  would 
respond  to  the  demands  of  business  for  a  money  circulation  in  the  ordi- 
nary sense. 

Mr.  Prince.  What  was  your  judgment  as  to  the  amount  it  would 
put  in  circulation,  as  to  what  extent  banks  would  avail  themselves  of 
the  privileges  under  the  law  of  putting  out  circulation  t 

Mr.  Fairchild.  We  believe  they  would  avail  themselves  of  it. 

Mr.  Prince.  And  if  they  did,  how  much? 

Mr.  Fairchild.  We  thought  all  the  present  national  banks  would 
remain  under  it,  that  there  would  be  a  large  issue  in  the  rural  districts, 
and  an  increased  issue  of  bank  notes  in  the  cities.  It  would  not  be  so 
great  in  the  cities  as  in  the  rural  districts,  because  the  commercial  com- 
munities do  not  demand  the  money. 

The  Chairman.  What  is  the  proportion  between  cities  and  country. 

Mr.  Fairchild.  The  banks  outside  of  the  twenty-seven  reserve  cities 
issue  72  per  cent.  The  reserve  cities  outside  of  Chicago  and  St.  Louis 
issue  18  per  cent.  Kew  York  issues  over  8  per  cent,  and  Chicago  and 
St.  Louis  combined  issue  a  little  over  one-half  of  1  per  cent.  Those  are 
the  proportions. 

Mr.  Prince.  Is  it  your  judgment  that  the  reason  why  the  bauiis 
do  not  now  avail  themselves  of  the  right  under  the  law  is  because  of 
the  tax! 

Mr.  Fairchild.  Because  it  is  not  profitable.  It  is  not  profitable 
because  there  are  many  elements  entering  in  to  make  it  unprofitable. 

Mr.  Prince.  Is  not  the  effect  to  eliminate  the  tax  up  to  60  per  cent? 

Mr.  Fairchild.  Entirely,  on  note  circulation. 

Mr.  Prince.  And  as  the  law  now  is,  it  is  1  per  cent  on  circulatiou! 

Mr.  Fairchild.  Yes;  on  note  circulation. 

Mr.  Prince.  And  with  the  1  per  cent  paid  now,  to  what  extent  in 
per  cent  do  the  banks  avail  themselves  of  their  present  i^rivlleges! 

Mr.  Fairchild.  Well,  I  could  get  the  exact  figures.  I  could  give 
you  that  from  the  Comptroller's  report.    It  is  some  $225,000,000. 

Mr.  Prince.  Is  this  correct,  that  the  banks,  if  they  wished  to  avail 
themselves  of  the  present  law,  could  issue  about  $060,000,000  in  circu- 
lating notes? 

Mr.  Fairchild.  Their  capital  is  $631,000,000, 1  think,  and  they  could 
issue  90  per  cent  of  that. 

Mr.  Prince.  About  $600,000,000  in  round  figures? 

Mr.  Fairchild.  Yes. 

Mr.  Prince.  Now  they  avail  themselves  to  the  extent  of  a  little  over 
$200,000,000? 

Mr.  Hill.  It  is  down  to  $195,000,000  now. 

Mr.  Prince.  As  suggested  by  my  colleague  from  Connecticut,  and 
he  is  niore  familiar  with  that  matter  than  I  am,  they  now  avail  them- 
selves to  the  extent  of  about  $195,000,000? 

Mr.  Fairchild.  Yes;  it  has  been  going  down  lately. 

Mr.  Prince.  Have  you  any  reason  to  think  the  banks  would  avail 
themselves  of  the  opportunity  to  issue  circulation  to  any  greater 
extent  under  your  bill  than  under  the  present  law? 

Mr.  Fairchild.  I  think  so. 

Mr.  Prince.  Why? 

Mr.  Fairchild.  Because  it  would  be  more  profitable. 

Mr.  Prince.  In  any  other  way  than  the  reduction  of  the  tax? 
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ISSUING  CUBBBNOY  ON   BONDS. 

Mr.  Fatbchild.  In  the  flrst  place,  while  we  temporarily  require  the 
bond  deposit,  we  authorize  them  to  issue  on  all  bonds  as  if  they  were 
on  a  3  per  cent  basis.  On  some  of  the  bonds  you  would  issue  above 
par.  On  the  bonds  below  a  3  per  cent  basis  we  provide  for  that.  There- 
I  fore  the  margin  to  invest  in  bonds  to  the  amount  you  could  issue  would 
be  much  gi-eater  in  favor  of  the  issue.  So  there  would  be  a  greater 
proiit  in  that  direction.  Then  we  require  less  bonds,  because  after 
they  have  issued  up  to  25  per  cent  of  their  capital  on  bonds,  on  that 
basis,  under  our  other  provisions  they  may  continue  issuing  up  to  the 
whole  against  their  general  resources.  And  eventually,  after  five 
years,  the  requirement  of  any  bond  deposit  is  taken  away,  one-fifth 
each  year,  and  then  a  bank  is  in  a  position  to  issue  absolutely,  if  its  cus- 
tomers call  for  it,  and  it  is  to  their  mutual  interests  to  do  so,  and  it  has 
no  other  consideration  than  that.  Therefore  the  amount  of  their  issues 
up  to  the  possibilities  would  be  entirely  determined  by  the  wishes  of 
those  who  borrowed  from  the  banks. 

Mr.  Pbince.  Do  you  know,  Mr.  Fairchild,  in  what  kind  of  money  the 
duties  are  now  paid  in  New  York! 

Mr.  Fairchild.  The  Treasury  has  not  given  statistics  for  the  past 
year  and  a  half,  and  so  I  do  not  know.  They  used  to  publish  a  little 
statement  that  showed  the  percentage  of  gold  and  gold  certificates,  and 
silver  certificates,  but  they  have  suspended  that  for  perhaps  a  year  and 
a  half  or  two  years,  and  therefore  I  have  no  means  of  knowing  what  the 
proportions  are.  I  do  not  know  but  such  a  thing  may  have  been  pub- 
Jisbed  in  the  Treasurer's  report  of  this  year.  I  have  not  looked  at  that, 
but  I  used  to  consult,  as  I  have  said,  those  daily  reports  to  see  how  it 
was  varying.  I  have  not  looked  in  the  Treasurer's  report  to  s^e  if  it  is 
there. 

Mr.  Prince.  As  I  understand,  in  answer  to  some  question,  you  said 
we  would  have  three  kinds  of  money;  that  we  would  have  gold,  that 
we  would  have  silver,  and  that  we  would  have  bank  notes.  Now, 
would  not  the  entire  matter  of  the  expansion  and  contraction  of  our 
currency  be  put  into  the  hands  of  banks  if  your  bill  should  become  a 
lawt 

Mr.  Fairchild.  Yes,  sir;  and  it  is  now.  It  would  not  be  altered  in 
the  slightest  degree  from  what  it  is  now.  The  entire  amount  of  cur- 
rency that  the  people  can  i.ssue,  in  the  main,  is  dependent  on  the  will  of 
the  banks  to  loan  to-day,  and  you  do  not  change  it  to  any  measurable 
extent  by  any  legislation  whatever. 

Mr,  Pbince.  Does  your  bill  add  to  or  take  away  from  the  present 
privileges  of  the  banks  upon  that  line? 

Mr.  Faibchild.  It  makes  the  issuance  of  notes  more  profitable  to 
them — offers  them  a  greater  inducement  to  issue  notes. 

Mr.  Pbince.  It  makes  an  inducement,  by  reason  of  a  profit  to  them, 
to  enlarge  the  circulation  rather  than  to  contract  it? 

Mr.  Fairchild.  Yes,  sir;  that  is  correct. 

Mr.  Pbincb.  And  to  that  extent  this  bill  would  be  better,  in  your 
judgment,  than  the  present  law  along  the  line  of  increasing  the  volume 
of  money? 

Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  You  are  familiar,  then,  with  the  general  fact  as  to 
the  ownership  of  Government  bonds  in  New  York  City? 

Mr.  Faibchild.  Yes,  sir. 

The  Oh  airman.  I  see  that  the  banks  have  a  circulation  of  $22,000,000, 
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or  did  have  a  few  years  ago.  The  banks  of  New  York  City  in  1891 
bad  a  circulation  of  about  $3,000,000.  Why  was  that  increase  from 
$3,000,000  to  $22,000,000  T 

Mr.  Fairchtld.  That  was  very  largely  by  the  desire  of  the  banks  to 
accommodate  their  customers  wbo  wanted  some  bills.  And  then,  in 
some  of  these  bond  issues  which  they  have  taken  from  the  Government, 
having  the.  bonds  on  hand,  they  issued  against  them  under  that  con- 
sideration. 

The  Chairman.  It  shows  they  had  about  $22,000,000  of  bonds.  Will 
you  state  to  the  committee  about  how  many  of  the  last  $162,000,000 
issue  of  bonds  are  held  by  the  representatives  of  New  York  banks, 
trust  companies,  and  all  moneyed  institutions  in  that  city. 

Mr.  Fairchild.  I  have  not  those  statistics  before  me  now  and  could 
not  give  you  the  figures. 

The  Chairman.  But  you  have  a  general  ideaf  [After  a  pause] 
$125,000,000? 

Mr.  Fairohild.  Held  by  the  banks! 

The  Chairman.  And  individuals  connected  with  banks  in  New  York 
City. 

Mr.  Fairohild.  I  should  think  that  was  a  large  estimate.  I  am  not 
able  to  answer  you  as  to  that.  I  have  never  looked  to  see,  but  I  should 
think  that  was  a  very  large  estimate. 

The  Chairman.  1  am  talking  about  private  holdings  of  bankers. 

Mr.  Fairchild.  I  do  not  believe  that  the  bankers  hold  many  bonds. 

The  Chairman.  The  Vanderbilt  estate  had  $40,000,000. 

Mr.  Fairchild.  He  took  the  fours  in  exchange  for  Kew  York  Cen- 
tral Hailroad  stock. 

The  CHAiRiiiAN.  He  sold  the  bonds. 

Mr.  FAtRCHiLD.  Ko;  Mr.  Morgan  paid  him  in  the  bonds. 

BONDS  HELD  IN  BANKS  AS  A  RESERVE. 

The  Chairman.  Let  me  ask  you  this  question :  Is  it  not  the  fact  that 
the  bonds  held  in  the  banks  iuNew  York  are  held  practically  as  a  reserved 
I  will  explain  that  by  saying  that  ex-Comptroller  Knox  said  to  me  that 
he  held  largely  the  West  Shore  Eailroad  bonds  because  he  could  always 
buy  and  sell  them,  and  that  would  always  give  him  an  interest  on  his 
deposits  more  safely  than  any  other  paper,  practically,  as  an  addition 
to  his  reserve.  Is  it  not  customary  in  New  York  to  hold  bonds  with 
the  idea  that  they  are  in  the  nature  of  a  reserve? 

Mr.  Fairchild.  Very  often;  yes,  sir. 

The  Chairman.  Then,  again,  is  it  not  a  fact  that  the  taking  out  of 
currency  in  New  York  is  restricted  by  the  bonds,  but  that  it  is  not 
dependent  on  their  having  the  bonds,  as  it  is  with  country  banks T 
They  would  hold  the  bonds  anyway,  would  they  not,  as  a  matter  of 
reserve  t 

Mr.  Fairchild.  Yes;  I  think  they  would,  to  some  extent. 

The  Chairman.  How  is  it  that  New  York  has  a  circulation  of  $8.63, 
and  Chicago  a  banking  circulation  of  only  39  cents?  It  is  because  they 
do  not  hold  these  Government  bonds  in  Chicago,  is  it  not! 

Mr.  Fairchild.  I  do  not  know  what  the  reason  for  that  great  differ- 
ence is. 

The  Chairman.  Is  it  not  a  fact  that  the  Chicago  people  have  their 
banking  funds  in  the  business  of  the  city,  and  do  not  hold  so  much  iu 
Government  bonds  as  people  do  in  New  York  City ! 

Mr.  Fairchild.  I  never  have  looked  at  the  statistics  to  see. 


CHANGES  IN  THE   CUBBENCY  ST8TEM.  127 

Mr.  Mitchell.  I  think  it  was  my  colleagae,  Mr.  Prince,  who  brought 
oat  the  subject  of  stringency  in  the  money  market  being  controlled  by 
the  banks,  and  of  course  you  would  include  in  that  individuals.  In 
other  words,  an  individual  might  lock  up  a  vast  sum  of  money.  Take 
one  man  in  New  York,  for  instance,  who  is  known  to  carry  large  amounts 
in  the  banks;  by  having  his  checks  certified  he  could  lock  up  that 
amount  of  money,  could  he  notf 

Mr.  Faibohild.  Yes,  sir. 

Mr.  Mitchell.  Has  there  been  any  method  of  compelling  an  indi- 
vidual to  loan  money,  when  he  did  not  want  to  do  so,  since  the  time  of 
iuqaisitorial  methods  T 

Mr.  Faibchild.  Not  that  I  know  of. 

Mr.  Mitchell.  Well,  has  there  ever  been  any  law  enacted  which 
would  compel  these  corporations  or  individuals  to  loan  money  unless 
they  wanted  tot 

Mr.  Faibchild.  I  have  not  known  of  any  such  law. 

Mr.  Mitchell.  Do  you  think  it  would  b&  in  accordance  with  the  Con- 
stitution of  the  United  States  to  compel  either  individuals  or  corpora- 
tions to  loan  money  when  they  did  not  want  to? 

Mr.  Faibchild.  I  should  think  not.  It  would  be  in  the  constitution 
of  human  nature  that  you  could  not  do  it. 

Mr.  Mitchell.  I  was  asking  you  in  your  capacity  as  a  distinguished 
lawyer,  and  also  as  a  financier. 

THB  GOLD  STANDABD. 

Mr.  Spalding-.  You  have  had  large  experience  in  business  affairs, 
and  also  as  a  lawyer.  You  said  you  understood  that  practically  we 
vrere  now  on  a  gold  standard! 

Mr.  Faibchild.  Yes,  sir. 

Mr.  Spalding.  Are  we  legally  under  the  gold  standard?  I  ask  you 
as  a  lawyer. 

Mr.  Faibchild.  I  think  so. 

Mr.  Spalding.  Then  why  do  you  have  the  declaration  in  this  first 
section  T 

Mr.  Faibchild.  Senator  Edmunds  explained  that  yesterday. 

Mr.  Spalding.  But  I  ask  you  about  it. 

Mr.  Faibchild.  In  such  a  matter  as  that  1  would  bow  to  his  judg- 
ment. My  own  feeling  is  that  we  are  on  a  gold  standard,  but  some  of 
the  gentlemen  on  that  commission  thought  it  important  that  the  thing 
should  be  clinched. 

Mr.  Spalding.  If  it  is  so  now,  and  is  the  law  now,  do  you  make  it 
any  more  emphatic  by  a  declaration  that  it  is  soT 

Mr.  Faibchild.  I  think  so.  We  are  on  a  gold  standard,  and  I 
think  that  is  the  law  of  the  United  States;  but  you  must  remember 
that  there  is  a  sentence  in  our  report  that  says  that  a  sovereign  Gov- 
ernment does  not  pay  its  debts  except  when  it  wills  so  to  do.  Now, 
every  once  in  a  while  we  are  having  a  doubt  raised  in  the  minds  of  the 
world  as  to  what  our  will  is  going  to  be,  and  the  object  of  this  provision 
was  to  reassure  the  world  as  to  what  our  will  is.    That  is  the  point. 

Mr.  Spalding.  Can  you  reassure  the  world  t 

Mr.  Faibchild.  We  can  not  be  brought  into  court.  Whether  or  not 
we  are  on  a  gold  standard  there  is  no  tribunal  that  can  determine  it. 

Mr.  Spalding.  The  courts  have  declared  what  the  standard  is,  have 
they  notf 

Mr.  Faibohild.  I  say  when  the  United  States  refuses  to  pay- 
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Mr.  Spalding.  I  did  not  ask  yoa  that  queAtion.  Be  frank  with  me. 
I^im  frank  with  you. 

Mr^  Fairchild.  I  do  not  know.  What  are  the  cases  you  have  in 
y^fot  mindf 

Mr.  Spalding.  I  have  several. 

M  r.  Fairchild.  I  think  that  it  is  very  probable  that  the  courts  have 
Ro  declared,  but  the  doubt  is  whether  we  are  going  to  obey  our  courts. 
The  Uuited  Statescan  not  be  brought  intocourt.  The  Government  gives 
its  promise,  but  there  is  no  power  on  earth  to  enforce  that,  and  when  a 
doubt  is  cast  upon  it  the  feeling,  of  some  of  our  colleagues  was  that 
it  would  be  well  to  remove  in  every  possible  way  that  doubt. 

IVlr.  Spalding.  Does  not  this  bill  cast  in  some  way  a  doubt  upon 
tthat  by  the  simple  declaration  you  have  in  your  first  section f  That  is 
the  question.  If  it  is  a  crime  to  commit  burglary,  and  so  declared  in 
the  statutes,  is  it  made  any  stronger  by  another  declaration  f 

Mr.  Fairchild.  As  a  legal  proposition  it  is  not,  but  I  tell  you  if 
yoa  made  that  declaration — if  this  Congress  made  that  declaration — 
bid  crcilit  of  the  United  States  would  be  enormously  raised. 

Mr.  Spalding.  I  ask  you — as  a  lawyer,  and  as  you  have  given  it  great 
9ittention,  undoubtedly  you  have  had  great  experience — what  was  the 
^standard  of  value  as  declared  by  the  courts  prior  to  1873 1 

Mr.  Fairchild.  I  do  not  remember  any  declaration  by  the  courts 
before  that. 

Mr.  Spalding.  What  was  the  standard  of  valuet 

Mr.  Fairchild.  The  law  provided  silver  and  gold. 

Mr.  Spalding.  Silver  and  gold.  Silver  was  a  tender,  and  it  is 
now,  and  gold  a  redeemer,  the  same  as  it  is  now.  A  large  amount  of 
these  bonds  was  issued  by  the  Government  of  the  United  States  prior 
to  1373,  was  there  notf 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Spalding.  Is  it  not  recited  in  the  bonds  that  are  now  out,  issued 
prior  to  that  time,  that  they  are  payable  in  coin,  the  standard  of  July 
14,  1870! 

Air.  Fairchild.  Yes,  sir. 

Mr.  Spalding.  Is  it  not  recited  in  every  bond  issued  by  the  Govern- 
ment of  the  United  States  f 

Mr.  Fairchild.  I  think  so.    I  can  not  remember  exactly  as  to  that. 

Mr.  Spalding.  I  am  not  on  the  stand,  or  I  could  produce  some  bonds 
here  showing  that.  That  being  so,  then  the  option  in  the  Government 
was  to  pay  in  silver  as  well  as  in  goldf  ^ 

Mr.  Fairchild.  I  presume  so. 

Mr.  Spalding.  If  those  bonds  had  been  renewed  as  they  were  under 
the  Windom  act,  did  that  pay  the  debt,  or  would  it  not  follow  that  the 
original  construction  would  holdf    I  am  asking  you  as  an  attorney. 

Mr.  Fairchild.  You  must  excuse  me  from  giving  legal  opinions  on 
things  of  that  kind. 

Mr.  Spalding.  Is  not  that  a  well-settled  point  of  law  t 

Mr.  Mitchell.  Rising  to  a  point  of  order,  I  would  say  that  if  Mr. 
Fairchild  is  expected  to  do  that  a  retainer  is  due  him.    [Laughter.] 

canceling  the  greenbacks. 

Mr.  Spalding.  The  object  of  the  retirement  of  the  first  $50,000,000 
is  to  create,  you  said,  a  vacancy  for  the  bills  which  the  banks  issuef 
Mr.  Fairchild.  Yes,  sir. 
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Mr.  Spalding.  In  your  judgment,  then,  in  order  that  the  vacancy 

may  be  created,  they  conid  not  compete  with  tho  greenback  unless  the 

greenback  was  retired  and  canceled,  and  hence  you  provide  in  this  bill, 

as  I  understand  it,  for  the  retirement  of  the  first  |oO,()00,000,  so  that 
mach  will  be  taken  from  the  money  nsed  by  the  people,  but  it  would 
not  be  taken  if  the  greenback  was  allowed  to  continue.    Would  not 
that  be  the  fair,  logical  result,  from  your  answer  t 
Mr.  Fairchild.  Yes,  sir;  that  is,  to  some  extent,  the  case. 

3ir.  Spalding.  Then,  instead  of  the  better  money  driving  out  the 
poorer  money,  nnder  the  Greshara  law,  of  which  we  have  heard  so 
much,  it  is  the  bad  money  driving  out  the  better  and  issuing  the  poorer 
money  f 

Mr.  Faibohild.  No;  I  do  not  admit  that.  The  Government  money 
is  all  the  time  forced  out  from  the  Treasury;  it  is  a  legal  tender,  and  a 
bank  note  is  not  to  be  a  legal  tender;  and  that  would  be  the  poorer 
money  forcing  out  the  better.  The  greenback  being  a  legal  tender,  and 
being  forced  out  by  the  Government,  forces  the  bank  note  out  of  circu- 
lation, and  the  bank  note  is  the  better  money. 

Mr.  Spalding.  Well,  we  will  see  whether  it  is  better  money.  The 
total  deposits  of  the  United  States,  in  round  numbers,  are  about 
12,000,000,000  f 

Mr.  Faibchild.  Yes- 
Mr.  Spalding.  Now,  in  order  to  pay  the  debt  of  the  depositor,  what 
is  the  legal  proposition  between  a  depositor  of  a  bank  and  the  bank; 
it  is  a  debt,  is  it  notf 

Mr.  Faibchild.  Yes,  sir. 

Mr.  Spalding.  And  the  greater  the  deposits  the  greater  the  indebted- 
ness of  the  bankf 

Mr.  Faibchild.  Yes. 

Mr.  Spalding.  If  it  is  a  debt,  then  if  the  depositors  so  desire  they 
can  compel  the  banks  to  pay  all  those  debts  in  legal- tender  money  f 

Mr.  Faibchild.  Yes,  sir, 

Mr.  Spalding.  The  currency  that  would  issue  would  be  of  no  value 
in  liquidating  and  extinguishing  the  debtf 

Mr.  Faibchild.  No;  none  whatever,  as  compelling  a  man  to  take  it. 

Mr.  Spalding.  Now,  I  will  say  I  am  a  money  lender  in  Michigan, 
and  I  live  in  the  central  part  of  the  State.  I  desire  a  man  to  pay  nie 
$100,000,  and  I  want  legal  tender  money.  Under  your  process,  under 
this  bill,  if  it  is  in  force — I  want  to  understand  the  workings  of  the 
bill — how  would  the  party  that  owed  me  get  the  money  to  extinguish 
his  debtf 

Mr.  Faibchild.  He  would  present  his  bank  notes  for  gold,  if  you 
demanded  the  gold. 

Mr.  Spalding.  Suppose  I  do  demand  it.  In  the  city  of  Jackson,  for 
instance,  I  could  not,  without  great  inconvenience,  or  the  debtor  could 
not,  without  great  inconvenience,  find  any  legal-tender  money  to  pre- 
sent to  the  banks. 

Mr.  Faibchild.  He  would  present  bank  notes. 

Mr.  Spalding.  The  issuing  bank  would  be  the  only  one  to  redeem 
it,  would  it  notf 

Mr.  Faibchild.  Under  this  bill  any  bank  is  obliged  to  receive  these 
notes. 

Mr.  Spalding.  I  am  talking  on  the  legal  proposition  now.  It  would 
not  redeem  themf  Any  bank  under  this  law,  as  I  understand  it,  is  not 
obliged  to  redeem  any  notes, 
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Mr.  Faibohild.  None,  except  its  own. 

Mr.  Spaldino.  A  man  wants  to  get  $100,000.  There  are  three  little 
banks  in  that  town,  and  I  presume  they  conld  not  gather  together 
$5,000  toward  liquidating  that  indebtedness. 

Mr.  Faibohild.  Then  you  ought  not  to  have  such  large  debts  as 
$100,000  to  pay. 

Mr.  Spalding.  There  are  a  great  many  larger. 

Mr.  Faibohild.  Your  proposition  is  out  of  all  proportion  to  your 
community. 

Mr.  Spalding.  There  are  a  great  many  people  there  worth  more  than 
$100,000,  but  that  is  entirely  foreign.  It  only  shows  that  it  would  put 
the  debtor  in  a  fix.  I  can  make  it  $20,000,  and  it  would  be  the  same 
thing.  You  may  think  they  do  not  demand  legal  tender.  I  have  had 
an  experience  of  twenty- five  years  in  banking,  and  I  have  furnished 
legal  tenders  in  a  great  many  instances  where  the  demand  has  been 
made.  Unless  the  people  can  have  that  kind  of  money  it  is  of  more 
value  than  if  I  had  Mr.  Fairchild's  note. 

Mr.  Faibohild.  How  many  legal  tenders  are  there  in  the  town  nowT 

Mr.  Spalding.  Not  a  great  deal  of  legal  tender. 

Mr.  Faibohild.  How  many! 

Mr.  Spalding.  1  should  say.,  in  silver  dollars  and  greenbacks  and 
gold,  $100,000. 

Mr.  Faibohild.  Then  you  can  only  pay  one  debt  of  $100,000  in  legal- 
tender  money  there  nowf 

Mr.  Spalding.  I  am  only  making  an  estimate  of  it. 

Mr.  FOWLEB.  The  banks  would  have  to  unite  to  do  it. 

Mr.  Spalding.  On  the  west  side  of  the  Alleghany  Mountains  there 
are  few  legal  tenders. 

Mr.  Faibohild.  Then  how  do  they  get  along) 

Mr.  Spalding.  They  do  not  always  demand  legal  tenders,  but  it 
puts  it  in  the  power  of  the  creditor  to  demand  legal  tender,  and  every 
depositor  has  the  power  to  demand  legal  tender.  We  have  $50,000,000 
or  $60,000,000  of  silver.  It  is  tied  up  so  you  can  not  get  any  of  it. 
The  answer  that  Mr.  Fairchild  made  to  the  chairman  was  that  it  would 
be  impossible  to  get  gold 

Mr.  Faibohild.  Out  of  the  Government. 

Mr.  Spalding.  How  are  you  going  to  get  it  from  the  bankst  Are 
you  going  to  go  all  over  the  country? 

Mr.  Faibohild.  If  you  have  a  deposit  in  the  bank,  and  you  want 
gold,  they  will  have  to  give  you  gold. 

Mr.  Spalding.  What  does  the  bill  say  t 

Mr.  Faibohild.  They  have  to  pay  their  debts  in  legal  tender  if  the 
creditor  demands  it,  just  as  anybody  else  has  to  do. 

BEDEMPTION  OF  BANK  NOTES. 

Mr.  Spalding.  Section  29  of  your  bill  says  <<  that  the  Government 
shall  pay  out  in  the  redemption  of  national-bank  notes  the  moneys  in 
the  division  of  redemption  available  for  that  purpose  f" 

Mr.  Faibohild.  Yes,  sir. 

Mr.  Spalding.  It  does  not  say  what  it  shall  pay.  It  might  be  silver 
coin;  it  might  be  subsidiary  silver,  might  it  notf 

Mr.  Faibohild.  Or  gold.    It  would  be  whatever  was  a  legal  tender, 
because  subsidiary  silver  is  not  legal  tenderi  except  for  very  small! 
amounts. 
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Mr.  SPAU)iKa.  I  understand  that;  bnt  it  says  <<  available  for  that 
purpose."  Does  that  say  what  it  shall  bef  Why  shall  it  not  pay  sab- 
aidiary  silyert  Now,  we  will  leave  that  subject;  I  see  it  embarrasses 
you. 

Mr.  Faibohild.  It  does  not  embarrass  me  at  all.    It  discourages  me 
when  a  gentleman  asks  the  question  why  the  Government  might  not 
.         pay  in  subsidiary  silver. 

^  Mr.  SPAiJ>iNa.  Yes;  I  asked  that  question.    Why  should  it  not  be 

as  I  have  stated  it,  under  that  section  f  It  does  not  require  any  legal 
tender  to  redeem  a  national- bank  note.  It  says,  ^'  the  moneys  available 
for  that  purpose."    Why  not  put  in  '^  legal  tender"  there,  if  you  desire  itf 

Mr.  Faibohild.  If  you  will  read  the  whole  bill 

Mr.  Spalding.  I  have  read  it. 

Mr.  Faibghild  (continuing).  You  will  find  you  have  there  what 
gets  into  those  funds. 

Mr.  Spalding.  But  the  Government  has  a  large  amount  of  subsid- 
iary silver,  it  is  coining  large  amounts  of  subsidiary  silver,  and  you 
provide  here  that  it  may  buy  bullion  for  the  purpose  of  manuEEbcturing 
subsidiary  silver,  and  so  why  do  you  not  say  what  those  notes  shall  be 
redeemed  inf    Would  not  that  be  a  good  thing  to  dof 

Mr.  Faibghild.  We  provide  that  they  shall  be  redeemed  in  lawful 
money. 

Mr.  Spalding.  Please  look  at  the  sixth  page  and  twenty-ninth  line. 

Mr.  Faibghild.  That  is  it  (reading) :  <^  Pay  out  in  the  redemption  of 
national-bank  notes  the  moneys  in  the  division  available  for  that 
purpose." 

Mr.  Spalding.  That  gives  the  Government  the  option  to  pay  any- 
^         thing  it  chooses  that  is  available. 

Mr.  Faibghild.  Oertainly;  but  the  only  funds  that  would  be  avail- 
able would  be  those  that  had  gotten  in  there.  Nothing  but  legal  ten- 
der can  go  in  there,  and  therefore  nothing  but  legal  tender  can  be 
available. 

Mr.  Spalding.  Now,  in  regard  to  the  elasticity  of  the  issue.  We 
bave  heard  a  great  deal  about  that.  Do  you  think  that  under  the  pro- 
visions of  this  bill  the  currency  would  be  more  elastic  f 

Mr.  Faibghild.  I  think  so. 

Mr.  Spalding.  The  banks  would  extend  their  credits,  would  they  t 

Mr.  Faibghild.  They  always  do. 

Mr.  Spalding.  When  f 

Mr.  Faibghild.  In  times  of  panic. 

Mr.  Spalding.  Did  they  in  New  York! 

Mr.  Faibghild.  Yes. 

Mr.  Spalding.  Did  they  not  pay  in  currency  t 

Mr.  Faibghild.  They  extended  their  credit  to  the  uttermost  limit. 

Mr.  FowLEB.  They  would  call  in  their  loans,  would  they  not,  so  as 
to  provide  themselves  with  more  money  f 

Mr.  Faibghild.  They  would  have  to  redeem  those  notes  if  they 
^        were  presented. 

Mr.  Fowlbb.  In  order  to  redeem  those  notes  they  would  have  to  call 
in  their  loans  t 

Mr.  Faibghild.  Certainly. 

Mr.  FowLEB.  They  could  issue  those  notes  right  away  again,  and 
have  the  endless  chain  f 

Mr.  Faibghild.  Probably  somebody  would  come  the  very  next  day, 
or  that  day,  and  want  to  borrow  those  notes,  and  pay  gold  to  get  them. 
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GOVERNMENT  SUPERINTENDENCE  OF  BANKS. 

Mr.  Cox.  Takiug  this  matter  as  a  whole  and  summiDg  up  its  rela- 
tions to  the  Government,  there  is  one  matter  I  would  ]ike  to  call  to  yonr 
attention — that,  so  far  as  the  Government  is  concerned^  the  Govern- 
ment preserves  its  superintendence  over  the  bankf 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Gox.  When  it  goes  into  full  operation  that  is  the  extent  of  the 
power  exercised  by  the  Governineutt 

Mr.  Fairchild.  Yes;  examiuation  and  supervision. 

Mr.  Cox.  A  supervisory  power,  you  might  call  itt 

Mr.  Fairchild.  Yes;  that  is  it. 

Mr.  Cox.  Now,  then,  what  authority,  what  law,  what  priuciple  is  there 
in  our  law  that  confers  upon  the  Government  of  the  United  States  the 
power  to  exercise  any  such  authority  as  we  have  spoken  of  in  regard  to 
banksf    Where  does  it  get  the  authority  t 

Mr.  Fairchild.  That  is  another  one  of  those  legal  questions  that  1 
have  heard  stated,  and,  Mr.  Oox,  I  am  not  prepared  to  answer  that. 
Some  people  have  held  that  the  Government  only  got  the  power  over 
the  national-banking  system  through  making  it  a  part  of  its  fiscal  sys- 
tem. I  must  confess  I  have  not  examined  that  to  any  sufficient  degree 
to  answer.  This  is  based  upon  the  assumption  that  the  Government 
has  that  authority.  I  know  there  is  a  legal  question  raised  in  that 
regard  by  some.  That  has  only  been  suggested  to  me  within  a  very 
short  time. 

Mr.  Oox.  When  they  passed  upon  the  authority  of  Congress  to 
establish  the  present  system  of  banking  the  Supreme  Court  settled 
that  Congress  had  that  power  on  the  distinct  ground  that  it  is  a  part 
of  the  fiscal  system  of  the  United  States. 

Mr.  Fairchild.  Of  course  these  places  would  be  depositories  for 
Government  funds,  as  under  the  present  law. 

Mr.  Cox.  They  can  make  anything  a  depository. 

Mr.  Fairchild.  I  know  that,  but  then  it  would  be  a  part  of  the  fiscal 
system.  That  is  a  constitutional  question  that  I  am  not  prepared  to 
talk  about.  We  proceeded  in  this  bill  on  the  assumption  that  there  is 
the  authority.  Of  course,  if  there  is  not  the  authority  the  whole  thing 
falls  to  the  ground.    I  am  not  prepared  to  give  an  opinion  on  that  subject 

Mr.  Cox.  Keferring  to  another  legal  question  that  presents  itself  iu 
connection  with  a  question  by  Mr.  Spalding,  I  would  ask  you  this: 
Under  the  contract  of  the  Government  with  its  bondholders— speaking 
with  reference  to  those  only,  because  that  is  a  contract  between  the 
United  States  Government  and  its  bondholders — those  bonds  are  on 
their  face  payable  in  coin,  although  originally  they  were  payable  in 
lawful  money.  Would  you  think  that  Congress  ought  to  pass  an  act 
leaving  the  individual  entirely  out  of  consideration  and  mtJ^ing  a  new 
contract  and  obligating  the  Government  to  pay  in  gold  when  the  orig- 
iual  contract  is  payable  in  coin? 

Mr.  Fairchild.  I  do,  most  decidedly. 

Mr.  Cox.  So  you  advocate  the  doctrine  that  Congress  can  change  a 
contract  f 

Mr.  Fairchild.  Congress  has  absolute  power  in  the  matter.  It  has 
absolute  power,  and  it  should  do  that  which  it  believes  to  be  best  for 
the  United  States. 

J  Thereupon,  at  1  p.  m.,  the  committee  took  a  recess  until  2  p.  m. 
ter  recess,  Hon.  Robert  S.  Taylor  was  heard.    His  remarks  will  be 
found  elsewhere.] 
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Committee  on  Banking  and  OuBBENOYy 

Washington^  D.  (7.,  January  17j  1898. 

FOUBTH  DAY. 

The  committee  met  at  10.30  a.  m.  Hou.  Joseph  H.  Walker  in  the 
chair. 

Present :  Messrs. Walker,  Brosins,  Johnson,  McCleary,  Fowler,  Spald- 
ing, Hill,  Prince,  Mitchell,  Capron,  Gox,  Newlands,  Stallings,  Ermen- 
troat,  and  Maddoz. 

8TATEMEVT  OF  HOV.  LTMAV  J.  GAGE,  SECRETABT  OF  THE  TBEA8- 
UBT,  AND  OF  HOV.  CHABLE8  8.  FAIECHILD,  OF  HEW  TOBK,  A 
MEMBEE  OF  THE  MOIITETABT  COMMISSIOlir  AND  EX-SEOBETABT 
OF  THE  TBEASUBT— Continued. 

Mr.  Newlands.  I  wonld  ask,  Mr.  Ghainnan,  if  yon  propose  to 
examine  the  two  gentlemen  at  the  same  time. 

The  Ghaibman.  Yes,  sir. 

Mr.  Newlands.  Yon  will  find  the  record  will  be  in  a  very  mixed 
state  if  yon  do  tbat. 

The  Ohaibman.  I  understand,  gentlemen,  that  tbe  Hon.  Lyman  J. 
Gage  and  the  Hon.  Charles  8.  Fairchild  are  before  the  committee  as 
experts,  as  well  as  in  advocacy  of  their  bills,  and  I  shall  ask  quite  a 
Dumber  of  questions  which,  of  course,  reach  to  that  point. 

Mr.  Gage,  you  are  before  the  committee  as  a  banker  and  financier  of 
a  large  experience  to  render  any  assistance  you  can  in  framing  a  bill 
to  compose  the  finances  of  the  country,  and  have  prepared  bill  H.  B. 
5181  as  a  basis  for  legislation  to  secure  that  end.  How  many  years 
bave  you  been  employed  in  any  capacity  in  a  bankf 

Secretary  Gaoe.  Forty  years. 

The  Ghaibman.  How  many  years  have  you  been  president,  and  of 
what  baukf 

Secretary  Oage.  For  ten  years  presi<1entof  the  First  National  Bank 
of  Chicago. 

The  Ghaibman.  How  much  capital  has  tbat  bankf 

Secretary  Gage.  Three  millions  of  dollars. 

The  Ghaibman.  What  will  its  loans  and  discounts  average  f 

Secretary  Gage.  Hanging  from  $16,000,000  to  $20,000,000. 

Tbe  Ghaibman.  I  wish  to  ask  you  whether  it  is  possible  to  use  paper 
money,  and  keep  it  at  all  times  equal  in  purchasing  power  to  the  specie 
it  represents,  without  having  the  coin  sure  of  easy  possession  for  the 
asking  in  exchanging  it  when  the  desire  for  it  arises f 

Secretary  Gage.  I  think  not. 

The  Ghaibman.  Then  any  device  that  hinders  or  in  any  way  delays 
or  incites  in  the  mind  an  apprehension  that,  ux)on  desiring  to  exchange 
the  paper  money  for  the  specie  it  represents,  the  specie  may  be  refused 
or  the  obtaining  of  it  delayed,  tends  to  incite  a  desire  to  exchange  the 
paper  money  for  it  and  to  incite  a  panic  f 

Secretary  Gage.  It  would  incite  distrust — ^that  is,  panic — and  lead 
to  a  pressure  for  specie. 

The  Ghaibman.  T  prefer  to  use  the  word  "  specie,^  you  understand, 
because  I  do  not  want  to  raise  the  question  of  coinage.  Is  it  not  a  fact 
tbat  there  are  scores  and  hundreds,  and,  in  the  case  of  mortgages, 
stocks,  bonds,  and  all  things  that  easily  and  surely  transfer  wealth, 
tboosands  and  millions  of  funds,  that  are  quickly  available,  which  are 
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awaiting  the  depreciation  of  prices  of  such  securities  in  order  to  pur- 
chase them  at  less  than  their  normal  price f 

Secretary  Gage.  I  coold  not  speak  very  aathoritatively  on  that 
point. 

The  Ohaibman.  I  will  ask  Mr.  Fairchild  if  it  is  not  a  fact  that  there 
are  millions  upon  millions  of  funds,  quick  assets  in  banks,  that  are 
awaiting  the  depreciation  of  securities  to  purchase  themf 

Mr.  Faibohild.  Yes,  sir;  there  are  always  plenty  of  persons  wOiing 
to  buy  at  a  depreciated  price. 

The  Ghaibman.  There  is  an  immense  number  waiting  to  do  sot 

Mr.  Faibohild.  I  should  think  so. 

BAISING  the  bate  OF  DISOOUNT. 

The  Ohaibman.  The  next  question  is,  that  the  only  principle  upon 
which  a  safe  and  free  issue  of  paper  money  redeemable  in  specie  can 
be  had  is  a  principle  that  will  work  the  destruction  of  a  desire  for  specie, 
when  it  arises  in  the  minds  of  the  holders  of  the  paper  money  that  rep- 
resents the  specie,  by  then  making  other  things  more  desirable  to  them 
than  the  specie.  Is  not  that  the  principle  on  which  the  Bank  of  Eng- 
land raises  the  rate  of  discount  and  protects  its  goldf 

Secretary  Gage.  I  should  say  it  is,  by  satisfying  the  desire  rather 
than  by  destroying  it.  That  is  the  only  amendment  I  should  make  to 
your  stotement.    It  appears  in  the  form  of  statement. 

The  Ohaibman.  How  is  it  satisfied  f 

Secretary  Gage.  Either  with  the  gold  itself  or  other  things  they 
prefer. 

The  Ohaibman.  Is  it  not  a  fact  that  they  will  insist  upon  having  the 
gold  unless  the  action  of  the  bank  is  such  as  to  depreciate  what  we  call 
solid  securities  to  a  point  where  they  will  prefer  to  buy  them — ^I  do  not 
mean  individually,  but  as  a  class — rather  than  take  the  goldf 

Secretary  Gage.  I  do  not  think  the  condition  necessarily  would  be 
created  by  the  banks,  as  you  intimate,  which  would  produce  a  state  of 
things  where  a  person  having  claims  and  desiring  gold  would  be  satis- 
fied with  something  else  in  the  place  of  gold.  They  would  be  satisfied 
with  something  else  in  the  place  of  gold  or  specie,  if  you  prefer  the 
more  general  torm,  providing  it  was  to  their  interest  to  take  it.  Many 
considerations  might  induce  them  to  believe  it  is  to  their  interest  to 
take  things  instead  of  specie.  The  inauguration  of  such  a  movement 
might  rest  with  the  banks:  it  might  rest  with  the  general  public;  it 
might  be  mutuality  of  action  and  interaction. 

The  Ohaibman.  Let  me  add  a  word.  Is  it  not  a  fact  that  the  raising 
of  the  rate  of  interest,  when  conditions  are  such  that  the  rate  of  interest 
is  forced  up,  forces  down  the  price  of  solid  securities,  and  that  solid 
securities  are  shipped  firom  one  country  to  another  and  are  accepted  by 
persons  rather  than  specie  f 

Mr.  Faibohild.  Tes,  probably  to  some  extent;  but  I  think  we  exag- 
gerate very  much  what  banks  can  do  or  do  consciously  in  this  regard. 
I  think  we  are  sometrhat  misled  by  the  raising  of  the  rate  of  interest 
by  the  Bank  of  England.  It  does  that  speoifi^ly  to  protect  the  gold 
it  has. 

The  Ohaibman.  My  point  is,  how  does  it  protect  the  gold  by  raising 
the  rate  of  interest  f 

Mr.  Faibghild.  Just  as  it  diminishes  the  borrowing  demand.  The 
Bank  of  England  raises  the  rate  of  interest  because  the  borrowing 
increases,  and  the  result  of  that  is  to  diminish  the  call  upon  the  fiinds 
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of  the  Bank  of  England,  and  all  of  the  fhnds  of  the  Bank  of  England 
being  gold,  the  resnlt  is  to  diminish  the  call  apon  the  gold  in  the  Bank 
of  England.  Now,  in  this  country  the  same  thing  t^kes  place  when  a 
man  l^rrows  a  million  dollars  to  pay  a  debt  abrot^.  It  makes  a  dimi- 
nntion  of  the  loanable  funds,  and  that  of  itself  works  an  increase  in 
the  rate  of  interest,  and  when  that  rate  of  interest  becomes  large  enongh 
the  seller  of  exchange,  instead  of  meeting  his  remittances  by  the  actual 
shipment  of  gold,  finds  a  cheaper  way  to  meet  his  bill  of  exchange. 
We  do  not  have  to  have  any  specific  measures  to  clothe  banks  with 
8i>ecific  power  to  do  that.  It  does  it  itself.  It  is  one  of  the  natural 
laws  which  works  itself  out,  and  if  we  do  not  put  any  impediment  in 
its  way  it  will  take  care  of  itself.    That  is  my  judgment  about  it. 

Secretary  OAOfi.  I  agree  with  what  Mr.  Fairchild  has  said,  but  I  do 
not  think  either  of  us  yet  has  specifically  answered  yonr  question.  I 
am  willing,  for  my  part,  to  say  the  raising  of  the  rate  of  interest  tends 
to  depress  the  price  of  securities  and  tends  to  depress  the  price  of  com- 
modities. 

The  Chairman.  Then  the  raising  of  the  rate  of  interest  by  the  Bank 
of  England,  or  the  banks  of  New  York,  or  of  Chicago,  taking  large  cities 
first,  is  compelled  by  the  financial  situation.  It  is  not  a  matter  that 
they  control,  but  they  are  compelled  to  do  so  to  protect  their  deposits 
and  to  protect  the  banks.    Is  not  that  sof 

Secretary  Gagb.  That  is  undoubtedly  so. 

The  Chairman.  That  the  bank  officers  do  not  by  their  own  motion 
force  up  the  rate  of  interest,  but  they  defend  themselves  and  defend 
their  institutions  from  having  their  funds  depleted  by  raising  the  rate 
of  interest,  and  are  compelled  to  do  so  by  the  situation  f 

Secretary  Gage.  Tes,  sir;  and  it  is  operated  upon  by  the  law  of 
sapply  and  demand  in  regard  to  loanable  fundn. 

The  Chairman.  It  forces  up  the  rate  of  interest  just  as  a  wheat 
corner  forces  up  wheat  when  there  is  a  short  supply  f 

Secretary  Gage.  It  is  under  the  same  general  law,  I  think. 

The  Chairman.  And  the  forcing  up  of  the  rate  of  interest  of  banks 
is  an  indication  of  overtrading  and  undue  credit  extension,  and  is  a 
regulator  to  keep  business  within  legitimate  and  safe  limits  f 

Secretary  Gage.  Not  necessarily  so.  It  may  be  so  and  generally  is 
so,  but  it  is  not  an  invariable  rule. 

The  Chairman.  That  is  the  tendency  f 

Secretary  Gage.  The  raising  of  the  rate  of  interest  tends  undoubt- 
edly to  check  operations,  reduce  speculation,  and  brings  things  to  a 
normal  condition,  generally  speaking. 

Mr.  Cox.  As  I  understand  you,  gentlemen,  you  seem  to  agree  upon 
this  proposition — that  the  object  of  raising  the  rate  of  interest  is  to 
stop  borrowingt 

Mr.  Fairchild.  No. 

Mr.  Cox.  What  is  the  object  f 

Mr.  Fairchild.  The  object  of  it  in  a  bank  is  that  they  can  get  more 
for  their  money  and  therefore  there  is  more  demand  for  it,  and  there  is 
less  of  it,  and,  as  in  anything  else,  their  object  is  to  make  money. 

Mr.  Cox.  Is  not  the  tendency  to  stop  borrowing  f 

Mr.  Fairchild.  The  tendency  is  to  stop  the  demand. 

Mr.  Cox.  We  agree  upon  that.  Now,  if  all  the  banks  acting  in  con- 
cert were  to  reduce  the  rate  of  interest,  while  one  of  their  objects  was  to 
make  monby,  yet  it  stops  the  demand.  Now  I  ask  either  of  you  the 
question,  if  that  is  the  ftict  does  it  not  contract  the  money  itself  f 

Mr.  Fairchild.  No;  it  does  not* 
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Mr.  Oox.  If  it  stops  the  demand  for  the  money  and  stops  it  in  the 
bank,  why  is  not  that  in  itself  a  contraction  of  the  circulation  t  They 
can  not  get  it  because  the  rate  of  interest  is  higher. 

The  Chairman.  I  will  ask  a  question  on  the  same  line  as  Mr.  Cox. 
The  diminishing  of  loans  or  holding  the  loans  at  a  fixed  point  when  the 
pressure  is  great,  of  course,  does  not  change  by  a  fraction  the  volume  of 
money,  but  limits  the  loans  f 

Mr.  Fairchild.  That  is  all. 

Mr.  Mitchell.  If  the  banks  find  that  they  have  raised  the  rate  of 
interest  so  high  that  nobody  will  borrow  the  money  from  those  banks 
at  those  prices,  then  they  are  immediately  lowered  to  the  market  rate, 
are  they  nott 

Mr.  Fairchild.  Certainly. 

Mr.  Mitchell.  So  it  really  does  not  tie  up  the  money,  but  they  sim- 
ply find  out  what  is  the  market  price  for  their  money  and  put  their 
rate  of  interest  at  that  price! 

Mr.  Fairchild.  Yes.  They  get  what  they  can  for  it,  their  object 
being  always  to  loan  all  they  possibly  can  and  keep  themselves  in  a 
condition  to  meet  their  obligations. 

The  Chairman.  Is  it  not  a  fact  that  the  rates  are  never  put  high 
enough  to  prevent  the  loan  of  the  funds  of  the  banks  up  to  a  safe 
limit,  under  existing  conditions f 

Mr.  Fairchild.  It  never  will  be  high  so  long  as  there  are  funds 
which  it  is  safe  for  a  bank,  or  a  number  of  banks  (if  there  are  a  number 
in  a  place),  to  loan. 

Mr.  Hill.  I  would  like  to  ask  Secretary  Gage  if  it  is  not  a  fact  that 
the  volume  of  money  does  not  change  either  because  of  the  rise  or  fall 
of  interest,  or  that  the  interest  rises  or  falls  because  the  volume  of  money 
does  change,  but  the  rise  and  fall  of  interest  and  bank  charges  are  due 
almost  entirely  to  the  decrease  of  deposits  and  loanable  funds  resulting 
from  that  cause,  and  it  has  very  little  to  do  with  the  amount  of  circula- 
tion, but  has  infinitely  more  to  do  with  the  volume  of  deposits f 

Secretary  Gage.  The  question  is  very  much  affected,  as  Mr.  Hill 
intimates,  by  the  state  of  the  deposits  of  a  bank.  A  falling  condition 
of  deposits  requires  a  bank  to  realize  on  some  of  its  assets.  The  raising 
of  the  volume  of  deposits  induces  the  banks  to  extend  their  loans  on 
such  volume  of  deposits  and  the  rate  of  interest  tends  downward. 

The  Chairman.  Is  it  not  a  fact  that  the  raising  of  the  rate  of  inter- 
est of  the  Bank  of  England  in  the  last  t«n  years  has  always  protected 
the  gold,  for  the  reason  men  desire  wealth  for  the  income  upon  it,  and 
that  as  the  price  of  solid  securities  goes  down  the  income  increases  or 
the  securities  are  shipped  and  accepted  in  place  of  gold,  and  that  is 
what  protects  the  gold  in  the  Bank  of  England f 

Secretary  Gage.  I  think  that  is  correct. 

Mr.  Brositjs.  There  is  no  legal  restriction  in  England  upon  the  rate 
of  discountf 

Secretary  Gage.  None  whatever, 

Mr.  Brosius.  In  this  country,  under  our  free  banking  system,  there 
are  restrictions.  Now,  under  such  a  banking  system  as  we  possess, 
can  we  apply  that  English  principle  of  regulating  the  amount  of  gold 
by  regulating  the  rate  of  discount  as  effectively  here  as  they  do  there  f 

Secretary  Gage.  No,  sir;  we  can  not.  The  Bank  of  England  makes 
the  rate  in  that  country.  The  rates  make  tliemselves  within  the  limits 
of  statutory  law,  which  is  different  in  every  State.  So  far  As  I  know, 
during  all  of  my  experience  the  banks  never  have  made  any  agreement 
as  to  Sie  rate  of  interest  they  would  charge  at  a  given  time.    They  have 
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all  acted  under  the  law  of  individaal  action  accordiug  to  their  respective 
conditions,  and  while  general  tendencies  have  often  made  it  necessary 
for  the  individual  banks  in  their  individual  capacity  to  move  in  the 
same  direction,  they  have  never  been  able,  so  far  as  I  know,  to  make  a 
rate  of  interest  Uke  the  Bank  of  England. 

Mr.  Bbosius.  And  never  can,  under  our  system  f 
.  Secretary  Gage.  I  do  not  see  how  tbey  can. 

^  Mr.  Brosius.  In  the  Bank  of  England  the  rate  has  been  as  high  as 

10  per  cent! 

Secretary  GAGE.  Twice  in  my  lifetime. 

Mr.  Brosius.  In  nearly  every  State  there  is  a  legal  rate  of  interest. 
and  under  our  banking  law  no  national  bank  in  any  State  can  exceed 
the  legal  rate  of  interest  there,  so  that  there  must  be  considered  as  a 
maximum  rate  of  discount  a  great  many  different  rates  in  the  different 
States  of  the  Union  f 

Secretary  Gage.  You  are  right  except  as  to  the  State  of  New  York, 
where,  I  believe,  on  demand  loans  on  securities  tl^ere  is  no  limit  as  to 
the  rate  of  interest.    Am  I  correct,  Mr.  Fairchildf 

Mr.  Fairchild.  On  securities. 

Mr.  Brosius.  Let  me  understand  that. 

Secretary  Gage.  And  in  Massachusetts  T  think  there  is  no  legal 
rate. 

The  Chairman.  There  is  a  legal  rate  in  Massachusetts  and  in  New 
York  when  there  is  no  agreement  made,  but  men  have  the  right  to 
make  any  agreement  they  choose. 

Secretary  Gage.  I  so  understand. 

Mr.  Johnson.  On  call  loansf 
'  The  Chairman.  On  any  loan. 

Mr.  Fowler.  I  would  like  to  have  brought  out  the  fact  that  on  call 
loans  in  New  York  there  is  an  exception  to  the  statutory  rate.  Now, 
one  question  upon  the  matter  of  raising  the  rate:  Is  it  not  true,  gentle- 
men, that  after  the  rate  rises  to  a  certain  point  it  is  simply  a  question 
whether  a  large  number  of  people  who  might  profitably  borrow  at  a 
lower  rate  do  not  borrow  at  the  higher  price  because  it  will  not  be  a 
profit  to  do  sof 

Secretary  Gage.  It  operates  that  way. 

Mr.  Fairchild.  This  method  of  propounding  questions  to  two  of  us 
makes  it  a  little  awkward,  and  I  think  I  would  like  to  add  a  little  some 
thing  to  the  Secretary's  answer,  because  from  that  it  would  be  inferred 
that  the  Bank  of  England  had  absolute  power  to  raise  the  rate  of  inter- 
est as  it  chooses.  Now,  the  Bank  of  England  can  not  raise  the  rate  of 
interest  very  ninch,  because  the  Bank  of  England  is  supported  by 
deiK)sita  as  other  banks  are,  and  when  it  raises  its  rates  too  much  its 
depositors  will  draw  the  money  from  it  and  loan  it  at  a  lower  rate. 
That  breaks  the  rate  of  the  Bank  of  England  and  constantly  does  it 
in  London.  Iherefore,  in  the  end  it  is  governed  by  the  market  rate  of 
money.  That  is  true  of  New  York,  and  therefore  I  say  London  and 
^  New  York  are  very  much  alike,  but  it  can  be  done  more  easily  in  Lon- 
don, because  the  Bank  of  England  is  such  a  very  large  bank.  But  the 
thing  is  regulated  in  the  end,  even  in  London,  as  it  is  in  this  country, 
by  the  law  of  supply  and  demand.    That  is  my  judgment  about  it. 

Mr.  Brosius.  I  would  like  to  say,  because  the  Secretary's  answer  was 
that  there  was  no  legal  restriction  upon  the  Bank  of  England,  that  it 
is  not  a  legal  question,  but  an  economical  one,  while,  on  the  contrary, 
in  this  country  in  nearly  all  the  States  there  is  a  legal  limit  beyond 
which  no  bank  can  go  in  its  rates  of  discount,  and  that  limit  varies  in 
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tlie  States  very  materially.  So  there  can  be  no  nniform  rate  of  disconut 
snch  as  would  be  necessary  to  control  the  amount  of  gold  by  the  rate 
of  discount,  as  the  Bank  of  England  does. 

The  Chairman.  Is  it  not  a  fact,  Mr.  Pairchild,  that  the  desire  for 
taking  gold  or  anything  else  for  shipment  is  an  economic  desire— unless 
it  is  a  miserly  desire,  which  we  do  not  consider  in  this  discussion— and 
when  the  rate  of  interest  is  raised  it  depreciates  the  price  of  securities 
so  that  it  checks  the  economic  demand  for  gold,  and,  added  to  that,  is 
it  not  a  fact  the  raising  of  the  rate  of  interest  by  the  Bank  of  England 
has  been  effective  through  all  these  years  in  protcycting  its  goldf 

Mr.  Faibohild.  The  raising  of  the  rate  of  interest  in  England  by 
the  Bank  of  England  as  an  indication  and  exponent  protects  the  gold 
in  England. 

The  Chairman.  In  the  secondary  effect;  not  the  first  instance! 

Mr.  Faibohild.  It  diminishes  the  demand  for  loans,  and  therefore 
diminishes  the  call  for  gold,  which  is  their  money.  The  same  rule 
would  apply  to  their  currency,  or  pa])er,  or  silver,  or  whatever  it  was. 

The  Chairman.  You  say  it  diminishes  the  demand  for  loans.  The 
economic  meaning  of  that  is  that  loans  are  made  unprofitable  when 
the  rate  is  put  beyond  the  capacity  of  the  bankf 

Mr.  Fairohild.  Yes;  that  is  so. 

Mr.  Fowler.  As  a  matter  of  fact,  to  day  there  is  no  legal  limit  of 
the  rate  that  may  be  charged  in  New  York  City  f 

Mr.  Fairghild.  On  calls  of  $5,000  and  upward,  on  securities  as 
collateral. 

Mr.  Fowler.  Is  it  not  true  that  a  6  per  cent  rate  in  this  country  at 
any  time  will  stop  the  flow  of  gold  to  foreign  countries  f 

Mr.  Faibohild.  Not  at  any  time. 

Mr.  FowLEB.  I  mean  under  all  ordinary  circumstances.  In  other 
words,  is  not  the  rate  of  interest  in  Paris,  Berlin,  Amsterdam,  and 
London  almost  invariably  lower  than  6  per  centf 

Mr.  Fahiohild.  Yes. 

Mr.  FowLEB.  And  therefore  it  is  reasonable  to  believe  a  6  per  cent 
rate  of  interest  would  almost  invariably,  if  not  always,  retain  the  gold 
in  this  country  t 

Mr.  Faibohild.  My  judgment  is  that  it  will  if  the  gold  standard  or 
gold  basis  is  assured.  If  it  is  not  assured  the  gold  will  not  always  be 
retained. 

Mr.  FovTLEB.  Secondly,  does  anyone  know  of  a  State  where  the 
legal  rate  of  interest  is  less  than  6  per  centf  If  not,  then  the  legal 
rate  of  interest  in  every  State  in  the  United  States  will  control  the  gold 
flow? 

Mr.  Faibohild.  I  want  to  say  that  this  rate  of  which  you  speak  is 
the  rate  on  demand  loans. 

Mr.  FowLEB.  That  is  understood,  but  there  is  no  limit.  I  wonld 
like  to  ask  if  anyone  knows  of  any  State  in  which  the  legal  rate  is  less 
than  6  per  cent. 

Mr.. Hill.  Connecticut  has  no  rate  unless  it  is  fixed  in  the  contract' 

Mr.  MoCleaby.  Inasmuch  as  New  York  is  the  point  of  export,  I 
wish  to  ask  whether  the  rate  in  New  York  will  not  govern,  after  all' 
And,  therefore,  are  the  rates  of  the  several  States  very  material  in  the 
casef 

Mr.  Faibohild.  I  say  that  under  present  conditions  I  should  sup- 
pose New  York  would  largely  determine  the  rate,  although  I  might  say 
that  Chicago  has  lately  been  loaning  a  good  deal  of  money  in  Europe. 
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So  probably  the  two  go  very  much  together,  bat  New  York  would  very 
largely  inflaence  it. 

The  Ohaibman.  Wherever  men  are  controlled  by  economic  consid- 
erations the  desire  of  men  is  for  wealth  wbich  afPords  thera  an  income, 
and  therefore  specie  is  never  desired  or  even  accepted  in  payment 
except  for  the  purpose  of  selling  it  at  a  preminm  or  for  safety. 

Secretary  Gage.  That  is  a  fair  statement  of  fact. 

The  Chairman.  The  whole  system  of  using  paper  money  depends 
npon  the  instant  and  snre  redemption  in  coin  by  the  issuer  of  itf 

Secretary  Gagb.  Upon  perfect  confidence  in  the  coin  redemption. 

Mr.  Sp AIDING.  Oertain  and  snre  redemption.  It  does  not  make  any 
differf^nce  who  redeems  itf 

The  Chairman.  Not  necessarily. 

Mr.  Mitchell.  If  the  issuer  can  not  redeem  it  I  do  not  see  why 
there  should  be  any  implicit  confidence  in  tbe  issue. 

Mr.  Spalding.  Under  some  of  these  bills  the  Government  might 
redeem  it,  and  not  the  issuer  at  all. 

The  Chairman.  Let  me  ask  a  second  question,  which  is  developed  by 
this.  In  order  that  paper  money  may  be  safely  issued  and  used  is  it  not 
necessary  that  the  issuer,  directly  or  indirectly,  be  the  redeemer  of  itf 

Secretary  Gage.  I  think  so/ 

the  endless  chain. 

The  Chairman.  Kow  we  strike  something  that  has  been  talked  of  in 
the  country — that  a  fitting  illustration  of  this  process  is  an  endless 
chain  that  never  ceases  for  an  instant  to  move  potentially  or  actually, 
and  anything  that  impairs  any  link  in  the  chain  does  it  injury. 

Secretary  Gage.  Your  question  involves  figures  of  speech  which  fail 
always  to  carry  exact  ideas,  but  if  I  catch  your  thought 

The  Chairman.  Can  you  suggest  a  more  apt  illustration  of  the  nec- 
essary inevitable  constant  flow  of  currency  in  and  out,  coming  in  con- 
tact potentially  with  the  specie  it  represents,  than  an  endless  chain 
which  never  ceases  for  an  instant  to  move  potentially  or  actually,  and 
that  anything  that  impairs  any  link  of  the  chain  does  the  currency 
system  injury f  Can  either  of  you  gentlemen  suppose  a  more  apt 
iUostrationf 

Secretary  Gage.  I  think  there  are  a  dozen  you  might  use. 

The  Chairman.  Will  you  suggest  any  one  of  the  dozen  f 

Secretary  Gage.  Say  individual  buckets.  We  have  aaopted  the  end- 
less chain  as  a  figure  of  speech,  which  probably  conveys  nearly  the  idea 
involved,  namely,  that  whoever  has  demands  against  the  Government 
or  anyone  else  can  take  those  demands  and  have  them  realized  in 
redemption  money,  in  6i>ecie.  If  these  obligations  are  again  issued,  the 
new  holder  can  do  the  same,  and  so  there  is  a  sort  of  circle  established, 
or  it  may  be,  on  the  one  hand,  the  notes  flow  out,  and  in  the  course  of  the 
movement  of  trade  or  commerce  or  distrust  the  notes  come  back  in  a 
circular  movement.  That  is  not  a  horrible  thing;  it  is  natural,  reas- 
onable, and  proper,  and  the  issuer  should  never  complain.  Let  him 
meet  his  liabilities  on  demand. 

The  Chairman.  Is  not  that  what  will  take  place  in  making  a  redemp- 
tion fundf 

Secretary  Gags.  I  think  it  is. 

The  Chairman.  Can  you  suggest  anything  fhrther,  Mr.  Fairchildf 

Mr.  Fairchild.  No,  sir;  I  think  that  is  perfectly  true.    I  have  some- 
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times  thought  that  as  applied  to  the  Treasary  the  endless  chain  needed 
some  explanation  such  as  Mr.  Gage  has  given.  It  applies  to  anybody 
who  has  an  obligation,  and  it  seems  to  me  the  amoant  of  gold  that  end- 
less chain  can  take  out  of  the  Treasury  can  be  stated  in  this  way.  If 
the  revenues  and  expenditures  are  exactly  equal,  it  potentially  takes 
from  the  Treasury  exactly  the  amount  of  gold  that  will  equal  the  demand 
obligations  of  the  Government.  If  the  revenues  are  less  than  the 
expenditures,  it  takes  that  amount  of  gold  plus  the  difference  between 
the  expenditures  and  the  revenues.  If  the  revenues  exceed  the  expendi- 
tures, it  can  take  the  amount  of  the  obligation  minus  the  excess  of  reve- 
nues over  the  expenditures.  That  is  based  on  the  idea  that  the  people 
want  the  gold  instead  of  the  demand  obligations  of  the  Government. 

The  Chairman.  Mr.  Fairchild,  your  statement  involves  this  point, 
that  the  safety  of  the  Government  depends  upon  the  state  of  its  reve- 
nues f 

Mr.  Faibchili).  No;  not  altogether,  only  mainly.  I  have  used  the 
word  '<  potential.''  Whether  people  will  take  advantage  or  make  use 
of  these  obligations  of  the  Government  depends  largely  upon  their  state 
of  mind. 

The  Chairman.  What  state  of  mind  f 

Mr.  Fairchild.  The  state  of  mind  whereunder  they  have  a  certain 
distrust  of  the  Government  demand  obligations. 

The  Chairman.  The  distrust  is  created  by  the  feeling  that  the  Gov- 
ernment receipts  of  gold  will  not  be  sufficient  to  meet  its  obligations  in 
goldt 

Mr.  Fairchild.  Not  altogether.  The  great  distrust  which  we  have 
had  in  this  country  has  been  the  fear  that  they  would  not  try  to  meet 
them.    That  is  what  has  taken  more  gold  than  anything  else. 

The  Chairman.  Is  it  not  a  fact  that  gold  taken  out  of  the  Treasury 
goes  into  the  possession  offerees  antagonistic  to  the  Treasury,  and  that 
gold  taken  from  a  bank  is  immediately  returned  to  some  other  bank 
and  is  kept  in  the  banking  system  and  the  gold  is  not  lessened  in 
quantity  f  It  is  lessened  in  quantity  by  just  that  amount  taken  out  of 
the  Treasury  which  is  available  for  redemption,  while  in  the  banks  it  is 
not  lessened  at  allf 

Mr.  Fairchild.  Yes. 

Mr.  Johnson.  In  one  sense  the  endless  chain  is  not  an  evil.  It  ia 
essential  in  the  construction  of  a  currency  system  that  there  should  be 
a  presentation  of  the  demand  notes  for  redemption,  but  the  evil  lies  in 
the  fact  that  the  Government  does  not  possess  the  banking  facilities  to 
enable  it  to  meet  these  demand  notes  without  undue  stress f 

Mr.  Fairchild.  Yes. 

Mr.  Johnson.  This  is  what  I  gathered  from  the  statements  of  the 
Secretary  and  yourself  on  that  point — that  it  is  essential  to  every  good 
banking  system  for  circulating  notes  issued  on  coin  that  there  should 
be  a  free  and  unobstructed  circulation  of  the  notes  before  redemption, 
but  it  is  absolutely  indispensable  that  there  should  be  upon  the  ulti- 
mate redeeming  authority  the  fullest  range  of  power  to  make  the 
redemption. 

Mr.  Fairchild.  The  power  of  the  redeemer  must  be  as  unlimited  as 
the  power  for  redemption. 

Mr.  Johnson.  The  trouble  of  the  Government  is  that  it  has  devolved 
upon  it  the  functions  of  a  bank  of  issue  and  is  deprived  of  a  great 
many  powers  which  are  absolutely  essential  to  it  as  the  issuer  of  money  f 

Mr.  Fairchild.  Yes;  the  Government  funds  are  constantly  being 
depleted  and  never  replenished  in  the  ordinary  course  of  its  business, 
while  with  the  bank  transactions  which  call  for  the  issue  of  its  demand 
obligations  contain  the  means  for  their  payment.    Kow,  when  the  Gov- 
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eminent  issues  its  demand  obligations  the  transaction  which  issues 
them  contains  no  means  whatever  for  their  payment. 

Mr.  Johnson.  That  is  the  ve!*y  point  I  wanted  to  develop,  wherein 
the  work  of  the  Government,  as  a  bank  issuing  circulatiug  notes,  differs 
from  a  well-constitnted  bank. 

Mr.  FowLEB.  The  counterpart  of  any  credit  note  that  is  issued  by  a 
Government  or  a  bank  is  that  it  shall  be  currently  redeemed  iu  some- 
thing of  real  value  as  a  measure,  in  order  that  its  soundness  may  be 
test^  every  hour  if  necessary  f 

Secretary  Gage.  In  order  that  a  condition  of  health  may  prevail. 
Suppose  that  with  a  bank  the  same  circular  movement  of  gold  goes  on 
that  was  spoken  of  a  little  while  ago.  The  probability  is  that  every 
bank  in  every  money  center  redeems  every  day  from  10  to  16  per  cent 
of  its  liabilities,  creating  new  liabilities  to  some  one  else,  and  the  next 
day  liquidating  again  and  again,  always  new  creditors  settling  and 
satisfying  former  creditors.  There  is  a  substantial  redemption  of  a 
bank's  liabilities.  A  banks'  notes  are  not  different  in  their  essential 
character  from  the  banks'  deposits.  They  are  the  same  in  their  nature 
and  are  governed  by  the  same  general  principles. 

Mr.  MITCHE1.L.  Some  people  might,  I  think,  misconstrue  your  state- 
ment to  mean  that  the  endless  chain  or  buckets,  or,  as  Mr.  Johnson,  on 
my  right,  facetiously  suggested,  ''the  merry  go-round,"  is  a  good  thing. 
I  understand  from  the  bill  which  you  have  prepared  for  the  committee 
that  you  have  established  for  the  Government  an  issue  and  redemption 
department,  the  practical  effect  of  which  is  that  when  demand  obliga- 
tions for  gold  are  made  upon  the  Government  they  shall  be  covered 
into  a  certain  fund  from  which  the  gold  is  taken,  and  they  s)«all  not  be 
reissued  except  for  gold.  In  other  words,  when  greenbacks  are  paid 
once  by  the  Government  they  should  be  placed  iu  the  Treasury,  and 
should  not  be  reissued  by  the  Government  except  on  payment  of  gold 
coin. 

Secretary  Gage.  I  think  that  it  is  so  in  this  case,  because  I  think 
when  the  main  liabilities  of  the  Government  are  so  great  that  the 
theoretical  provision  of  gold  as  now  provided  for  is  inadequate  to  redeem 
promptly,  and  give  full  assurances  of  continued  power  to  redeem,  and 
that  is  the  source  of  weakness  iu  the  Government  Treasury.  The  tak- 
ing in  a  portion  of  these  demand  liabilities  and  putting  them  aside 
strengthens  the  Government,  according  to  my  bill.  Allowing  them  to 
expand  by  giving  them  m  exchange  for  gold  does  not  weaken  the 
Government  at  all,  but  preserves  the  status  which  had  been  given  by 
taking  them  in. 

Mr.  Mitchell.  That  provision  does  not  retire  any  money  in  cir- 
culation f 

Secretary  Gage.  Not  at  all. 

The  Ohaibman.  That  is  not  true  in  the  case  of  a  bank.  There  the 
gold  is  paid  in  normally  and  actually  and  Hows  out  normally  and  actu- 
ally, and  that  provision  is  not  necessary  where  a  bank  redeems  in  gold 
its  own  notes  f 

Secretary  Gagb.  No;  it  is  not  necessary. 

The  Chairman.  Furthermore,  if  the  currency  of  a  bank  was  pre- 
sented to  the  bank  and  gold  was  demanded  upon  it,  or  specie  demanded 
upon  it,  it  would  be  fatal  to  the  whole  currency  system  if  it  was  insisted 
by  the  bank  it  should  not  be  paid  out  again  unless  specie  was  presented 
for  it.    That  would  destroy  the  character  of  the  currency,  would  it  notf 

Secretary  Gage.  The  bank  would  substantially  follow  the  same  rule. 
They  would  hold  it  back  until  they  had  strength  enough  in  the  reserve 
and  specie  coin  so  they  could  put  it  out. 
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The  Ohaibman.  But  my  qaestioo  is  this :  Yon  have  said  the  specie 
drawn  from  a  bank  goes  back  natarally  in  the  bank  by  being  put  into 
some  other  bank,  while  when  it  is  taken  from  the  Gk)yemmeut  it  go«8 
into  the  possession  of  institutions  which  economically  are  antagoDistic 
to  the  Ooverument  so  far  as  the  gold  situation  is  concerned,  ^ow, 
with  a  bank,  when  it  pays  out  its  currency,  when  its  currency  is  pre- 
sented and  coin  is  demanded,  it  does  not  require  that  the  coin  shall  be 
brought  back  and  deposited  in  the  bank,  but  no  more  currency  can  be 
paid  out  by  that  bankf 

Secretary  Gage.  Not  specifically. 

The  Ghaibhan.  It  does  potentially  f 

Secretary  Gage.  It  does  potentially. 

The  Ghaibman.  It  does,  because  the  coin  finds  its  way  to  them  by 
the  banking  system. 

Secretary  Gage.  And  they  soon  get  in  a  state  of  reserve  where  they 
can  let  their  notes  go  out. 

Mr.  Bbobiub.  Under  a  system  of  unsecured  bank  currency,  facilitieB 
for  redemption  are  very  necessary  to  keep  the  money  good;  in  other 
words,  the  home  coming  is  necessary  to  give  it  a  new  certificate  of 
Character,  so  as  to  make  it  goodf 

Secretary  Gage.  I  think  it  is. 

Mr.  Bbosiub.  Now,  under  our  system  of  national-bank  currency  or 
under  any  system  of  secured  currency  where  the  note  of  eveiy  bank  is 
just  as  good  as  the  note  of  every  other  bank,  is  there  any  motive  for 
redemption  except  to  obtain  lawful  or  reserve  money,  or  in  exchaDge 
for  womout  notes,  etc.f 

Secretary  Gage.  You  mention  the  only  two  motives  I  know  of  oper- 
ating to  send  national-bank  notes  home  under  the  present  system. 

Mr.  Bbosius.  Is  it  correct  speaking  to  say  of  the  Government  that 
it  is  a  bank  of  issue  f 

Secretary  Gage.  Well,  it  is  not  a  bank  of  issue;  it  is  the  Govern- 
ment of  the  United  States. 

Mr.  Bbosius.  The  Treasury  has  frequently  been  compared  to  a  bank 
of  issue  because  of  the  greenbacks. 

Secretary  Gage.  Proi)erly  speaking,  it  ought  not  to  be  compared  with 
a  bank  of  issue. 

Mr.  Bbosius.  That  is  what  I  think. 

Secretary  Gage.  It  is  like  an  individual  who  pays  his  debts  by  giving 
his  notes. 

Mr.  Bbosius.  It  is  the  dollars  the  Treasury  issues  that  make  the 
people  call  it  a  bank  of  issue. 

Secretary  Gage.  Its  notes. 

Mr.  Bbosius.  Has  it  issued  any  new  notes t 

Secretary  Gage.  It  keeps  reissuing. 

Mr.  Bbosius.  And  reissues  silver  also  when  it  comes  in — when  it  reis- 
sues silver-dollars  worth  only  50  cents  on  the  dollar,  intrinsically.  Has 
the  Treasury  issued  any  notes  in  the  past  fifteen  years  in  addition  to 
what  was  already  in  issue  at  that  timef 

Secretary  Gage.  I  think  the  volume  is  substantially  the  same. 

Mr.  Bbosius.  We  had  $346,000,000  of  greenbacks  fifteen  years  ago, 
and  we  have  not  issued  one  additional  dollar  of  greenbacks,  have  wef 

Secretary  Gage.  No,  sir. 

Mr.  Bbosius.  We  have  simply  reissued  as  it  came  in  through  the 
revenues,  as  we  do  with  the  silver  dollars. 

Mr.  Spalding.  There  is  a  reissue  of  the  Treasury  notes  under  the 
law  of  1890. 
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THE  SEOBETABT'S  BILL  A  TENTATIVE  MEASUBB. 

The  Ohaibman.  Mr.  Secretary,  yon  say  your  bill  (H.  B.  5181),  which 
yoa  have  drawn  and  presented  to  the  committee,  *Ms  not  final  bat  ratber 
a  tentative  step/'  and  again  yon  say,  '4t  will  lead  to  conditions  nlti- 
mately  desirable.  In  order  to  know  the  virtue  and  valae  of  the  bill 
and  the  desirability  of  entering  upon  its  enactment,  it  is  necessary  for 
the  committee  to  know  what  you  have  in  view  and  what  you  would  call 
the  completed  whole. 

Secretary  Gage.  It  would  be  a  condition  of  affairs  where  there  was 
a  system  of  bank  notes  issued  in  the  United  States  made  safe  to  the 
people  without  the  deposit  in  the  hands  of  a  trustee  of  specific  security 
therefor^  wisely  limited  and  restricted  by  law  so  as  to  reduce  to  the 
minimum  the  possible  abuses  which  might  grow  out  of  such  a  respon- 
sible duty,  and  eliminating  substantially  or  entirely  the  Government  of 
the  United  States  from  its  present  method  of  paying  its  debts  by  giving 
another  debt  in  payment. 

The  Chaibman.  That  completes  the  answer  f 

ScCTetary  Gage.  I  think  it  does. 

The  Chaibman.  Why  should  not  the  country  enter  now  on  the  best 
measure  which  can  be  devised  as  a  completed  wholet    Why  delay  t 

Secretary  Gage.  Theoretically  there  is  no  reason  why  there  should 
be  delay ;  practically  there  are  many  reasons.  You  are  so  familiar  with 
them  I  hardly  nc^  mention  them.  One  is  the  preconception  of  the 
people  in  favor  of  the  Government  note,  which  they  believe  to  be  a  great 
^economical  advantage  not  only  to  the  Government  but  to  the  people  as 
veil.  I  believe,  looking  at  it  in  a  narrow  way,  that  the  issue  of  the 
greenbacks  by  the  Government  saves  the  Government  fiscal  agency  the 
payment  of  some  interest^  but  I  believe  the  economical  loss  to  the  great 
body  of  the  people  by  this  system,  as  compared  with  a  proper  system 
of  bank-note  issues  on  general  assets,  although  unknown  and  incom- 
prehensible, outweighs  to  a  degree  that  can  not  be  stated  the  narrow 
advantage  gained  by  the  mere  saving  of  the  interest  to  the  Govern- 
ment fiscal  agency.  But  such  is  the  preconception  of  the  people  tiiat 
you  can  not  change  their  minds  in  a  minute  and  they  are  timid  and 
saspicioas  as  to  this  system  of  bank-note  issues.  They  fear  the  money 
control,  disbelieving  that  anyone,  having  the  theory  in  mind  which  I 
have  just  sketched  out,  can  be  influenced  by  any  except  the  most  sordid 
and  self  interested  motives.  They  believe,  further,  that  such  a  sys- 
tem would  not  be.  safe,  that  it  would  be  dangerous,  that  the  people 
would  suflTer  enormous  losses  through  these  bank-note  issues.  They 
look  back^— 

The  Ghaibbcan.  Do  you  mean  if  the  Government  does  not  guarantee 
themt 

Secretary  Gage.  Tes.  They  look  back  to  a  period  in  our  own  his- 
tory when  through  a  diversity  of  laws  in  many  States  bank  notes  were 
issued  in  some  sections  under  the  power  of  the  laws  and  the  people 
were  defirauded  in  their  confidence  and  lost  heavily  through  bank-note 
issues.  They  fail  to  remember  that  in  many  States  like  Indiana,  Loui- 
siana, lowa^  Ohio,  and  the  New  England  States  bank  notes  were  issued 
to  the  great  service  of  trade  and  commerce;  that  this  was  extended 
over  a  period  of  years ;  that  there  never  was  a  loss  of  a  dollar  or  a  cent 
to  any  note  holder,  unless  in  the  case  of  the  New  England  banks,  where, 
I  think,  the  total  losses  were  a  fraction  of  1  per  cent  on  the  basis  of  this 
ciTculatioui  during  a  period  of  many  years.  Now,  the  reason  why  I 
say  it  is  in  order  to  mi^e  the  first  step  a  very  simple  one  is  that  every- 
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body  may  see  that  there  ia  not  much  danger  and  become  familiar  with 
it  until  they  sec  there  is  none,  to  be  able  to  comprehend  that  there  are 
advantages  under  it  to  the  locality  in  which  they  live,  especially  to 
those  living  in  the  ^'outh  and  West,  where,  I  think,  the  suggestion  my 
bill  carries  will  be  found  the  most  beneficial,  and  that  having  found  this 
to  work  to  their  advantage  and  having  found  it  to  be  safe  they  wili 
then  be  ready  to  enlarge  it  and  step  forward  carefully  and  conserva* 
lively  until  they  reach  a  point  where  what  is  ultimately  desirable  may 
be  done. 

Mr.  Mitchell.  The  Secretary  has  unintentionally  left  out  of  his  list 
of  States  which  liad  safe  systems  the  State  of  New  York. 

Secretary  Gage.  I  left  it  out  because  you  had  a  secured  system — 
secured  by  bonds — although  it  was  no  more  secure  than  the  others.  I 
mentioned  the  States  where  the  notes  were  not  secured  by  bonds.  The 
State  of  Illinois  had  a  security  system  and  it  broke  down  to  45  cents 
on  the  dollar. 

RETIRING  THE   GREENBACKS. 

The  Chairman.  In  the  remarks  you  have  just  made,  referring  directly 
to  the  unwisdom  of  retiring  the  legal-tender  notes  and  giving  up  the 
Government  guaranteed  national-bank  circulation,  is  it  not  your  iaea 
that  it  is  not  wise  to  make  any  attempt  now  to  retire  the  legal-tender 
notes  or  withdraw  the  Government's  absolute  guaranty  of  the  national- 
bank  circulation  f 

Secretary  Gage.  That  is  my  present  opinion. 

The  Chairman.  Does  not  any  and  every  Government,  except  that  of 
the  United  States,  accept  for  the  payment  of  duties  and  taxes  the 
money  that  is  accepted  and  used  by  the  strongest  business  houses  of 
the  country! 

Secretary  Gage.  I  think  that  is  so;  yes,  sir. 

The  Chairman.  Is  it  not  a  fact  tliat  scarcely  any  gold  has  been  paid 
into  the  United  States  Treasury  for  several  years  in  its  receipts  for 
dutiet*,  taxes,  or  any  other  payments! 

Secretary  Gage.  Scarcely  any  duties  have  been  paid  specifically  in 
gold. 

The  Chairman.  I  asked  the  Department  to  send  a  statement  of  how 
much  has  been  paid  each  month  for  the  year  1897.  I  think  I  have  made 
two  or  three  efforts  to  get  it. 

Secretary  Gagb.  We  probably  have  no  microscope  to  figure  that  out, 
Mr.  Chairman. 

The  Chairman.  Has  any  gold  been  offered  in  payment! 

Secretary  Gage.  No;  but  it  ought  to  be  said,  Mr. Chairman,  that  in 
New  York  City  about  78  per  cent  of  all  the  customs  are  collected,  and 
a  practical  arrangement  exists  there  under  which  dealers  having  cus- 
toms to  pay  deposit  the  money  in  a  bank,  get  a  certificate  of  the  fact 
that  they  have  done  so,  and  use  this  with  the  collector  just  as  though 
it  were  the  cash  money,  it  being  substantially  a  certified  check  on  the 
bank.  The  collector  passes  it  over  to  the  assistant  treasurer.  The 
assistant  treasurer  puts  it  through  the  clearing  house,  where  it  meet<s 
checks  on  the  Government,  and  thus  the  payment  and  the  disbui'se- 
ment  wash  each  other  out  through  the  clearing  house  and  it  does  not 
involve  the  gold,  but  it  is  just  as  good  as  gold  because  it  pays  the 
Government's  debts  in  the  same  manner. 

The  Chairman.  If  you  follow  the  strict  letter  of  the  law  without  dis- 
cretion, or  without  being  influenced  at  all  by  the  habits  of  the  people, 
does  not  the  law  require  it  to  be  paid  in  other  ways  than  these! 
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Secretary  Gage.  I  conld  not  state  exactly  what  the  law  is. 

The  Chajbman.  Then,  as  a  matter  of  fact,  the  Govcrnmeut  is  again 
becoming — that  is,  the  United  States  Treasury  is  becoming — a  member 
of  tixe  New  York  Clearing  Honse,  as  it  was  ap  to  1892? 

Secretary  Gage.  It  has  long  been  a  qaasi  member  of  the  New  York 
Clearing  Honse.  Without  assuming  any  responsibilities  and  risks  the 
Government  has  the  advantage  of  collecting  and  paying  through  it. 

The  Chairman.  I  do  not  know  but  that  is  the  way  to  put  it,  but  I 
am  not  questioning  that.  Now,  then,  could  any  gold  have  gone  into 
the  redemption  and  issue  division  from  the  general  Aind  in  the  Treasury  f 

Secretary  Gage.  In  the  same  way  that  the  Treasury  has  got  it 
heretofore. 

The  Chairman.  That  is,  by  selling  bonds. 

Secretary  Gage.  Yes,  sir. 

Mr.  Johnson.  Could  it  not  be  gotten  in  by  requiring  the  duties  on 
customs  to  be  paid  in  actual  money  instead  of  being  paid,  in  the  way 
yoa  say  it  is,  by  certified  checks? 

Secretary  Gage.  The  probabilities  are  that  if  the  rule  was  made  that 
all  the  money  collected  in  the  customhouse  in  New  York  should  be  paid 
in  absolute  money,  we  would  get  a  good  deal  of  gold  we  do  not  get 
now.  On  the  other  hand,  the  banks  paying  it  in  might,  on  the  contrary, 
demand  gold  payments  from  the  Government  on  its  claim  against  them. 
Whether  it  would  be  a  gain  or  a  loss  is  a  question. 

EFFECT  OF  THE  ACT  OF  JULY  14,  1890. 

Mr.  Johnson.  You  spoke  a  little  while  ago  about  the  very  small  per 
cent  of  the  customs  being  paid  in  gold.  During  the  first  year  of  the 
I  Karrison  Administration,  is  it  not  true  that  95  per  cent  of  the  customs 
dues  were  paid  in  goldf 

Secretary  Gage.  Yes;  something  like  that. 

Mr.  Johnson.  And  then  it  fell  off  very  rapidly,  especially  after  the 
passage  of  the  act  of  1890,  did  it  not? 

Secmtary  Gage.  Yes,  sir;  very  rapidly  indeed. 

Mr.  Johnson.  In  your  opinion,  was  not  the  passage  of  the  act  of  1890 
a  very  potent  factor  in  causing  that  falling  ott'f 

SeCTCtary  Gage.  I  think  it  operated  in  that  direction,  and  operated 
more  and  more  so  as  time  went  on. 

Mr.  Johnson.  Is  it  not  your  opinion  that  just  in  proportion  as  it  is 
thoroughly  understood  that  we  intend  to  maintain  the  existing  gold 
standard,  just  in  that  proportion  the  inflow  of  gold  for  the  payment  of 
customs  duties  will  increase  t 

Secretary  Gage.  I  think  that  with  confidence  more  thoroughly  estab- 
lished than  now,  gold  held  by  the  banks  would  tend  to  flow  into  the 
hands  of  the  Government. 

Mr.  Johnson.  Would  not  the  tendency  of  the  banks  to  draw  gold 
out  of  the  Treasury,  as  you  stated  awhile  ago,  decrease? 

Secretary  Gage.  I  do  not  think  that  tendency  would  exist  except  in 
times  when  there  was  an  outward  movement  of  gold.  To  that  extent 
it  might  be  drawn  from  the  Government,  but  to  no  greater  extent. 

Kr.  Johnson.  Then  it  follows  that  there  might  be  an  increase  of 
gold  in  the  Treasury  whereby  it  might  be  transferred  into  this  redemp- 
tion division  t 

Secretary  Gage.  Yes,  sir;  and  I  said  a  few  days  ago  that  with  this 
bureau  of  issue  and  redemption  established  and  endowed  with 
$200,000,000  of  greenbacks  at  the  start,  it  was  my  belief  that  the 

CUE ^10 
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higher  confidence  in  the  ability  of  the  €h>vemmeDt  to  take  care  of 
itself,  and  the  greater  convenience  of  paper  money  as  compared  with 
gold,  woald  lead  the  banks  voluntarily,  without  being  asked,  to  take 
in  to  the  bureau  of  issue  and  redemption  at  least  $100,000,000  gold  now 
in  their  vaults  and  ask  the  Govei*nment  to  exchange  with  them. 

Mr.  Johnson.  When  there  is  doubt  whether  the  paper  dollar  and 
silver  dollar  are  going  to  be  kept  at  a  parity  with  gold,  then  those  that 
pay  in  customs  duties  prefer  to  pay  other  money  than  goldf 

Secretary  GAGE.  They  pay  out  always  what  they  think  is  the  poorer 
money. 

The  Chairman.  The  banks? 

Secretary  Gage.  Everybody. 

Mr.  Johnson.  And  when  there  is  no  doubt  that  the  paper  money 
and  the  silver  money  will  be  maintained  on  a  parity  with  gold  a  man 
would  just  as  soon  part  with  one  as  another? 

Secretary  Gage.  It  would  be  a  matter  of  indifference  to  him. 

VITAL  IMPOETANOE  OP  THE  GOLD  STANDARD. 

Mr.  Johnson.  So,  after  all,  it  comes  back  to  this,  that  it  is  of  vital 
importance  to  any  good  banking  and  currency  system  that  it  should  be 
thoroughly  understood  that  the  existing  standard  will  be  maintaiuedt 

Secretary  Gage.  That  is  my  most  sincere  conviction ;  yes. 

Mr.  Johnson.  Do  you  not  think,  then,  it  is  of  vital  importance  that 
any  banking  and  currency  system  that  is  reported  by  this  committee 
to  the  House  should  contain  within  itself  a  reaffirmation  of  the  existing 
standard,  or  if  that  is  not  done,  that  some  other  form  of  independent 
legislation  to  that  effect  should  be  passed? 

Secretary  Gage.  I  do  so  heartily  believe,  and  I  so  state  it  in  the  pre* 
amble  of  the  act  which  you  see  before  you. 

GBEENBAOK  BEDEHPTION. 

Mr.  Prince.  Will  you  please  state,  if  you  can,  how  many  dollars  in 
greenbacks  you  have  been  called  upon  to  redeem  in  gold  since  you 
have  taken  the  office  of  Secretary  of  the  Treasury  t 

Secretary  Gage.  I  could  not  tell  you  how  many.  I  could  make  a 
guess,  if  you  wanted  ine  to. 

Mr.  Prince.  Well,  please  give  it  to  me  as  nearly  as  you  can. 

Secretary  Gage.  I  think  an  average  of  $75,000  to  $100,000  per  day. 
That  is  all. 

Mr.  Prince.  That  is  to  say,  greenbacks  are  being  brought  to  the 
Treasury  of  the  United  States  and  to  the  subtreasuries  in  an  amonot 
equal  to  $75,000  a  day,  and  gold  is  asked  in  exchange f 

Secretary  Gage.  Yes,  sir;   but  more  than  that  in  gold  is  coming  in. 

Mr.  Prince.  I  was  going  to  ask  you  that  question.  Now  please  state 
how  much  gold  is  brought  daily  to  the  Treasury  or  subtreasury,  and 
greenbacks  asked  to  be  given  in  exchange  for  gold. 

Secretary  Gage.  It  does  not  work  exsictly  in  that  way.  I  will  tell 
you  how  we  get  gold.  We  buy  gold  at  the  assay  offices  of  the  United 
States,  giving  a  check  on  the  subtreasuries  in  payment.  These  checks 
are  payable  in  gold,  but  many  of  the  holders  are  indifferent  whether 
they  get  gold  or  not,  and  they  do  not  draw  the  gold.  They  come  in  as 
current  funds,  and  we  get  the  gold.  It  is  a  disbursement,  yon  may  say^ 
of  paper  money,  indirectly.  Still,  a  larger  part  of  them  take  the  gold 
on  those  checks.  They  would  cease  utterly  to  do  it  if  the  habit  conld  be 
broken  up,  which  would  be  done  by  some  action  which  would  give  no 
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donbt  as  to  the  continued  action  of  this  Oovemment  as  to  gold  pay- 
ments. I  should  add,  ftarther,  that  this  drawing  of  from  $75,000  to 
$100,000  a  day,  which  is  somewhere  near  the  true  amount,  is  drawn  not 
for  hoarding,  I  think,  but  for  investment  purposes ;  not  from  any  mistrust. 

Mr.  Pbince.  That  was  the  point  I  was  getting  at.  Whether  it  was 
drawn  from  distrust,  as  matters  are  now  running  in  this  country. 
Further,  will  you  please  state  whether  we  have  now  more  gold  on  hand 
than  we  had  on  the  first  of  March,  when  you  took  your  office,  coming 
in  in  the  course  of  business,  and  for  which  no  bonds  have  been  issued 
or  required  to  be  issued  t 

Secretary  Gage.  If  I  remember  rightly,  when  I  came  into  the 
Treasury,  there  was  $155,000,0'  0  of  gold  belonging  to  the  Government. 

The  Ghaibman.  Besides  the  gold  certificates  t 

Secretary  Gage.  The  net  gold.  Afterwards  an  outward  movement 
set  in  to  foreign  countries,  in  the  payment  of  balances,  which  reduced 
it  to  about  $141,000,000.  I  may  not  be  speaking  with  strict  accuracy. 
Since  then  it  has  gradually  grown  until  it  is  $162,000,000  to-day.  In 
fact,  at  the  present  time  the  Government  is  indifferent  about  taking 
gold,  and  has  refused  to  take  it  for  some  time  past  at  points  where, 
some  time  ago,  they  would  have  been  glad  to  have  taken  it  and  given 
greenbacks  in  exchange.  For  instance,  we  were  lately  offered  in  San 
Francisco  $500,000  in  gold  in  exchange  for  greenbacks  at  that  point, 
and  we  declinea  the  offer  because  it  involved  the  expense  to  the  Gov- 
ernment of  transporting  that  gold  from  San  Francisco  to  where  we 
would  want  it.  And  if  the  gold  continues  to  come  in  in  the  same  gen- 
eral ratio  as  it  has,  it  will  be  only  a  question  of  time  when  we  will  be 
obliged  to  force  gold  out  on  our  creditors,  whether  they  want  it  or  not 

payment  op  customs  duties  in  gold. 

Mr.  Hnx.  It  has  been  stated  that  the  duties  were  formerly  almost 
exclusively  paid  in  gold,  and  now  the  amount  of  gold  is  infinitesimally 
small.  Do  you  remember  when  the  United  States  Government  changed 
its  mode  of  paying  its  obligations  from  goldf 

Secretary  Gage.  Was  it  under  your  administration,  Mr.  Fairohild? 

Mr.  Hill.  And  is  it  not  true  that  from  that  time,  when  the  United 
States  ceased  to  pay  its  obligations  in  gold,  the  importers,  dealers  at 
the  custom-house,  and  the  banks  then  and  there  ceased  to  pay  theiis 
in  gold,  and  that  since  then  the  duties  have  been  paid  in  gold  to  a  very 
small  extent  t 

Mr.  Faibohild.  No;  I  don't  know  when  the  arrangemwt  which  the 
Secretary  has  described  was  put  into  effect. 

The  Ghaibman.  Under  Mr.  Foster. 

Mr.  Hill.  I  was  thinking  so. 

Mr.  Faibohild.  The  arrangement  I  made  was  one  that  made  no 
difference  as  to  the  receipts  of  the  different  kinds  of  money.  It  was  not 
this  arrangement,  but  under  the  arrangement  that  I  made,  while  it  was 
still  in  continuance,  the  daily  receipts  of  gold  at  the  custom-house  at  New 
York  fell  from  over  05  per  cent  down  to  10  per  cent,  or  very  low  indeed. 

Mr.  Hill.  One  more  question.  Then  it  is  true  that  if  the  provision 
of  the  monetary  commission  bill,  which  provides  that  the  obligations  of 
the  United  States  Government  should  be  paid  in  gold,  was  in  effect, 
and  gold  payments  were  again  resumed  in  New  York  at  the  subtreasury 
and  at  the  other  subtreasuries,  the  duties  would  again  be  paid  in  goldt 

Mr.  Faibohild.  I  think  under  the  provisions  of  that  bill  almost  the 
entire  receipts  of  the  Government  would  be  gold. 

The  Ghaibman.  Mr.  Secretary,  you  have  said  that  if  you  had  in  the 
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issoe  and  redemption  department  $200,000,000  of  greenbacks  to-day, 
and  I  suppose  you  mean  the  $125,000,000  of  gold  oat  of  the  general 
Treasury,  making  $325,000,000,  that  the  banks  would  immediately,  yoa 
think,  briug  gold  to  the  Treasury  for  the  greenbacks  f 

Secretary  Gage.  I  think  so. 

The  Ghaibman.  Why  should  they  not  bring  the  whole  $200,000,000 
they  now  have  to  take  the  greenbacks! 

Secretary  Gage.  Perhaps  they  would.  I  am  naturally  conservative 
in  my  estimates. 

The  Ghaibman.  It  would  be  to  their  interest  to  do  so,  would  it  not! 

Secretary  Gage.  I  think  it  would. 

The  Ghaibman.  Then,  assuming  that  there  are  $21,000,000  of  green- 
backs—I  believe  that  is  the  estimate,  somewhere  from  $15,000,000  to 
$25,000,000— destroyed,  you  would  have  either  greenbacks  in  this  issae 
and  redemption  fhnd  or  gold  to  make  up  the  $325,000,000  f 

Secretary  Gage.  Yes,  sir. 

The  Ghaibman.  Then  that  makes  the  greenback  purely  and  abso- 
lutely a  gold  certificate  f 

Secretary  Gage.  It  makes  it  essentially  so.  I  do  not  think  it  makes 
it  purely  and  absolutely  so. 

Mr.  Spalding.  The  receipts  of  the  Government  in  its  customs  duties 
and  the  Government's  expenditures  now  meet  in  the  clearing  house, 
and  the  balance  only  is  payable.  So  you  get  no  gold  and  no  cash  of 
any  character  except  in  a  balance  that  is  due  the  Government  or  paid 
by  the  Government. 

Secretary  Gage.  That  is  correct. 

Mr.  Spalding.  So  the  talk  about  silver  and  gold  being  paid  in  simply 
means  a  clearing-house  balance,  and  there  is  no  cash  received  except  ia 
the  balances  f 

Secretary  Gage.  That  is  largely  true.  I  ought  to  say,  though,  that 
there  is  quite  an  important  percentage  paid  in  in  cash.  It  is  not  all 
paid  in  in  the  way  you  speak  of. 

Mr.  Spalding.  I  know  that. 

Secretary  Gage.  The  portion  that  is  paid  in  in  cash  is  largely  paid 
in  in  silver  and  certificates. 

Mr.  Spalding.  And  the  banks  and  the  clearing-house  exchange  in 
the  same  way,  and  the  balance  is  paid  in  the  same  way,  but  there  is 
very  little  gold  being  handled  except  in  the  balances  duet 

Secretary  Gage.  And  those  balances  in  the  clearing  houae  are  paid 
in  greenbacks  f 

Mr.  Fowler.  It  is  supposed  to  be  a  gold  payment. 

Mr.  Spalding.  Leave  out  the  supposition. 

Mr.  Fowleb.  At  the  conclusion  of  your  remarks  before  the  last 
question,  Mr.  Secretary,  you  were  sayiug  that  the  presentation  was  such 
that  it  would  just  take  care  of  itself.  Will  you  please  inform  us  what, 
in  your  opinion,  the  result  would  be^  under  present  conditions,  if  the 
balance  of  trade  should  run  against  us  for  a  year,  and  amount  to 
$200,000,000  the  other  wayf 

Secretary  Gags.  I  think  the  Government  would  have  to  sell  some 
bonds  to  get  some  gold. 

Mr.  Fowleb.  If  the  burden  were  thrown  on  the  banks  to  currently 
maintain  the  paper  money  of  this  country  with  the  gold,  and  the  bal- 
ance of  trade  should  turn  against  us,  and  the  draft  be  upon  the  bank 
instead  of  the  Treasury,  what  do  you  think  the  result  would  bef 

Mr.  Johnson.  And  whyt 

Secretary  Gage.  I  think  there  would  be  a  movement  of  gold  such  as 
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woald  be  required  to  satisfy  the  otber  side  who  had  the  claims,  but  that 
moYement  of  actual  coin  would  not  be  as  large  as  it  is  now.  I  think 
that  the  banks  are  always  in  a  position  to  resist,  and  they  offer  a  natu- 
ral resistance,  not  an  agreed-on  resistance  as  now,  but  a  natural  resist- 
ance, such  as  Mr.  Walker  sketched.  The  outward  movement  of  gold 
would  tend  to  increase  the  rate  of  interest. 

The  Chairman.  And  stop  the  gold  demand  f 

Secretary  Gage.  The  rate  of  interest  would  tend  to  bring  money  to 
the  United  States  or  leave  it  here  for  employment.  The  raising  of  the 
rate  of  interest  would  tend  to  reduce  the  current  market  price  for  securi- 
ties and  perhaps  to  some  extent  for  commodities,  and  these,  now  becom- 
ing more  desirable  than  gold  would  be,  would  be  ordered  by  the  people 
on  the  other  side  for  the  satisfaction  of  their  claims  instead  of  gold. 

Mr.  Spalding.  If  the  expenditures  exceeded  the  income  of  the 
Government,  there  would  be  no  opportunity  for  you  to  gain  any  kind 
of  money,  either  silver  or  gold,  or  anything  else,  to  put  in  this  reserve 
fund  you  speak  of  in  your  law ;  but  if  the  revenue  exceeded  the  expend- 
itures, there  would  be  no  difficulty  about  getting  the  money.  So  it  is 
very  largely  a  question  of  income  and  expenditures t 

Secretary  Gage.  It  would  seriously  afiect  the  question  in  the  direction 
you  contemplate* 

Mr.  FowLEB.  He  says  it  virtually  controls  it.  Suppose,  Mr.  Secre- 
tary, that  the  revenues  of  the  Government  exceeded  the  exi)enditnres 
by  $40,000,000  a  year  and  the  balance  of  trade  was  $200,000,000  against 
us:  how  would  you  get  the  gold  to  meet  the  balance  against  ust 

Secretary  Gage.  Borrow  it. 

Mr.  FowLBB.  By  selling  bonds  t 

Stxretary  Gagb.  Yes,  sir. 

Mr.  Bbosius  (to  Mr.  Fairchild).  I  think  the  Monetary  Commission  bill 
provides  for  the  sale  of  silver  bullion  in  the  reserve  and  redemption 
fund,  under  certain  circumstances,  in  the  judgment  of  the  Secretary. 
Is  there  any  objection  to  using  that  silver  bullion  in  the  discretion  of 
the  Secretary  of  the  Treasury  for  the  redemption  of  the  demand  obli- 
gations presented  t 

Mr.  Faibghild.  We  propose  that  that  should  be  a  means  of  putting 
him  in  funds  for  that  purpose. 

Mr.  Bbosius.  Instead  of  selling  it — instead  of  putting  the  Treasury 
in  funds  by  that  roundabout  way — why  not  in  the  discretion  of  the  Sec- 
retary redeem  demand  obligations  in  silver  bullion  at  its  gold  value,  so 
the  holder  of  the  notes  would  receive  full  valnet 

Mr.  Faibohilb.  That  is  the  same  thing  as  his  selling  it  for  gold. 

Mr.  Bbosius.  Except  that  it  is  more  direct. 

Mr.  Faibohili).  He  can  make  a  bargain. 

Mr.  Bbosius.  There  is  no  bargain  about  it.  It  is  in  the  discretion 
of  the  Secretary.  Would  it  not  have  this  efiectf  Persons  sometimes 
obtain  demand  obligations  and  present  them  to  the  Treasury  tor  gold  for 
other  than  necessary  purposes.  Now,  if  they  knew  that  they  might 
p:et  silver  bullion  instead  of  gold,  would  it  not  deter  them  from  doing 
that  in  certain  cases  f 

Mr.  Faibghild.  Not  a  bit. 

ESTIMATHTG  THE  STOGK  OF  GOLD. 

Mr.  Cox.  I  desire  to  submit  a  short  and  practical  question  to  these 
two  gentlemen  that  has  not  yet  gone  into  the  record.  My  question  is 
not  one  that  draws  out  any  discussion. 
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Mr.  Fairchild,  yonr  commiBsion  estimates  the  amouDt  of  gold  in  the 
United  States  at  $729,661,000.  By  the  last  report  from  tlie  mint  there 
is  $567,000,000  of  gold  coin  and  $32,000,000  of  bullion.  Yon  add  these 
two  sums  together  and  yon  get,  from  the  report  of  the  mint,  the  amonnt 
of  the  gold,  which  does  not  reach  by  a  considerale  sum  the  $729,000,000. 

Mr.  Johnson.  What  is  the  difference! 

Mr.  Cox.  Some  fifty-odd  million  dollars.  Of  course  a  part  of  that 
may  be  accounted  for — I  have  not  the  last  report — by  the  accretion  of 
gold  during  the  last  year.  But  that  is  not  my  jioint  of  inquiry.  Ton  see 
those  estimates  of  the  amount  of  gold  in  the  United  States.  How  are 
they  made  t  Does  not  the  esti  mate  start  in  this  way  t  Does  it  not  start 
from  the  books  in  the  mint  and  the  account  that  is  kept  there  of  gold 
that  has  been  coinedf    Is  not  that  the  way  that  sum  is  arrived  atf 

Mr.  Faibohild.  No,  I  do  not  think  it  is.  I  think  the  way  they  make 
up  the  amount  of  gold  in  the  country  is  that  they  assume  that  some 
years  back  a  certain  amount  of  gold  was  in  the  country.  Then  they 
take  the  production  and  the  imports  and  exports,  by  their  estimates, 
since  that  time,  and  on  that,  I  think,  they  arrive  at  the  amount  of  gold. 
Am  I  correct,  Mr.  Secretary  t 

Secretary  OAas.  Yes,  sir. 

Mr.  Faibohilb.  Of  course  it  is  necessarily  an  estimate. 

Mr.  Oox.  The  original  basis  was  an  assumption,  as  intelligently,  of 
course,  as  they  could  get  itt 

Mr.  Faibghild.  Yes,  sir. 

Mr.  Cox.  Of  course  we  have  a  record  of  the  gold  exported.  We  can 
arrive  at  those  figures.  But  does  not  a  large  amount  of  gold  leave  the 
United  States  of  which  there  is  no  record ;  for  instance,  travelers  taking 
gokl  to  and  from  the  United  States,  and  in  paying  out  freight  to  foreign 
ships,  and  is  there  any  way  that  the  amount  can  be  gotten  accurately  t 

Mr.  Faibghild.  Not  mathematically  exact;  that  is  true. 

Mr.  Cox.  So  here  is  a  diilerence  of  over  $50,000,000  in  these  figures. 

Mr.  Faibohild.  I  would  look  that  up,  if  you  would  like  me  to,  to 
see  how  that  is  gotten  at.  That  was  made  up  by  some  statistician, 
and  I  do  not  know  exactly  through  which  method. 

Mr.  Kewlands.  Will  you  please  give  that  to  usf 

Mr.  Faibghild.  Yes;  I  will  ascertain  the  method  by  which  that  was 
arrived  at. 

The  Ohaibman.  Is  it  not  a  fact  that  more  money  is  brought  in  by 
people  emigrating  to  this  country  than  goes  out  in  the  pockets  of  people 
who  go  to  Europe. 

Mr.  Faibghild.  Perhaps  so. 

Mr.  Cox.  That  suggests  another  thing;  that  there  is  more  money 
brought  in  by  immigration  than  goes  out  by  tourists  and  travelers  to 
Europe.  Your  attention  has  no  doubt  been  called  to  the  enormous 
amounts  we  have  to  pay  for  freight  for  products  shipped  and  carried 
in  foreign  bottoms. 

Mr.  Faibghild.  Yes. 

Mr.  Cox.  Is  there  any  way  that  we  can  arrive  at  that  accurately  f 

Mr.  Faibghild.  I  do  not  think  that  that  calls  for  a  great  deal  of 
gold,  in  the  sense  that  it  is  going  out  and  not  being  known.  I  think 
that  goes  out  in  the  form  of  exchanges  in  such  a  way  that  you  can 
measure  it  pretty  well. 

Mr.  OCX.  If  I  can  get  the  attention  of  both  of  you  gentlemen  a  minute 
I  think  I  can  make  myself  understood.  I  understand  now,  of  course, 
a  great  deal  of  that  is  paid  by  exchanges,  settled  by  exchanges,  as  the 
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common  expresBion  is,  but  whatever  the  exchange  may  be,  or  however 
it  may  be  drawn^  it  goes  against  tixe  amount  of  gold  in  this  country, 
doesit  nott 

Mr.  Faibohilb.  No. 

Mr.  Cox.  You  could  not  draw  the  exchange  on  Loudon  if  you  did 
not  have  something  to  meet  itt 

Mr.  Faibc^ild.  Oh,  no;  but  our  gold  would  go  a  very  little  way  if 
it  had  to  meet  all  the  exchange  on  Loudon. 

Mr.  Cox.  Your  mind  is  running  on  the  idea  of  all  products? 

Mr.  Faibohiu).  Yes. 

Mr.  Cox.  But  however  that  gold  gets  there,  and  in  whatever  shape 
it  gets  there,  and  the  exchange  is  drawn  on  London  or  a  foreign  coun- 
try, does  not  that  in  effect  make  a  drain  upon  the  gold  of  this  country  t 

Mr.  Faibchild.  No. 

Mr.  Cox.  Now  tell  me,  if  it  is  on  products  that  would  bring  gold  into 
this  country,  and  the  products  are  used  to  pay  for  it  there,  does  not 
that  diminish  the  amount  of  gold  we  would  receive  for  our  products? 

Mr.  Faibohild.  Gertainly.  But  what  I  thought  you  were  trying  to 
ascertain  was  the  physical  amount  of  gold  that  passed  out  of  the 
country.  Drawing  a  bill  of  exchange  is  no  evidence  of  that  at  all,  of 
coarse.    That  is  no  evidence  on  that  point. 

Mr.  Oox.  Of  course,  not  directly. 

Mr.  Faibohild.  No,  nor  indirectly,  either. 

Mr.  Cox.  Suppose  the  bill  of  exchange  is  made  by  the  proceeds  of 
products  that  went  from  the  United  States.  Would  not  that  decrease 
the  natural  amount  of  the  gold  that  would  flow  to  this  country  for  our 
products! 

Mr.  Faibohild.  Oh,  certainly;  but  I  thought  you  were  trying  to 
ascertain  the  amount  of  gold  in  this  country. 

JThereupon,  at  12.40  o'clock,  the  committee  took  a  recess  until  1.45  p.  m. 

The  committee  having  reassembled,  the  examination  of  Mr.  Fairchild 
was  resumed.] 

AMOUNT  OF  BANK  OXJBBBNOY  UNDEB  THB  OOMMISSION  BILL. 

Mr.  Newlands.  Mr.  Fairchild,  your  bill  provides  for  the  gradual 
retirement  of  greenbacks  and  the  substitution  of  bank  currency.  Will 
yon  please  state  the  amount  of  bank  currency  that  can  be  issued  under 
your  bill  and  then  the  amount  that  will  probably  be  issued  f 

Mr.  Faibohild.  It  is  impossible  to  answer  as  to  how  much  possibly 
can  be  issued,  because  it  is  open  to  the  formation  of  banks  or  the 
transfer  of  State  banks  to  this  system.  Therefore  it  is  impossible  to 
say  how  much  possibly  could  be  issued. 

Mr.  Newlands.  What  is  the  capital  of  all  the  national  banks  exist- 
ing at  the  present  time  ? 

Mr.  Faibohild.  I  think  about  $621,000,000. 

Mr.  Newlands.  The  present  limit,  then,  would  be  that  capital,  would 
it  nott 

Mr.  Faibohild.  Tes,  sir. 

Mr.  Newlands.  $621,000,000  of  currency  could  then  be  issued,  of 
which  50  per  cent  would  bear  no  interest.  Twenty  per  cent  of  it,  if 
issued,  would  bear  2  per  cent  interest,  and  20  per  cent  more,  if  issued, 
6  per  cent.    Is  that  sot 

Mr.  Faibohild.  Yes,  sir. 

Mr.  Newlands.  So  that  the  probable  issue  at  the  start,  assuming 
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that  the  present  capital  remaius  as  the  capital  of  the  national  banks, 
woald  be  only  $380,000,000  additional,  would  it  nott 

Mr.  Faibohild.  You  mean  60  per  cent  of  $621,000,000? 

Mr.  Nbwlands.  Tea,  sir. 

Mr.  Faibohild.  I  think  it  woald  be  more  than  that.  I  think  con- 
siderable woald  be  issued  above  the  20  per  cent  I  think  many  banks 
would  issue  above  60  per  cent.  • 

Mr.  NEWX.ANDS.  Even  without  a  stringency t 

Mr.  Faibohild.  Yes,  sir;  I  think  so. 

Mr.  Newlanbs.  But  their  20  per  cent,  you  think,  would  only  be 
issued  in  case  of  emergency  t 

Mr.  Faibohilb.  That  was  our  idea. 

Mr.  Nbwlands.  Now,  what  emergency  would  that  be  intended  to 
raeett 

Mr.  Faibohild.  Any  demand  for  that  kind  of  money  in  excess  of 
the  ordinary  seasonable  demands,  whatever  it  might  come  from. 

Mr.  Newlakds.  Would  it  be  expected  to  meet  such  an  emergency 
as  we  had  in  New  York  when  clearing-house  certificates  were  issued? 

Mr.  Faibohild.  It  would  undoubtedly  be  issued  at  such  a  time. 

Mr.  Newlands.  When  depositors  were  cailing  for  their  money  and 
the  reserves  of  the  banks  were  being  diminished? 

Mr.  Faibohild.  Yes,  sir. 

Mr.  Newlands.  Gould  depositors  in  such  conditions  be  compelled  to 
take  such  notes  in  payment  of  their  deposits? 

Mr.  Faibchilds.  No;  no  one  can  be  compelled  to  take  them  at  any 
time. 

Mr.  Newlands.  It  would  be  entirely  voluntary? 

Mr.  Faibohild.  Yes. 

Mr.  Newlands.  You  give  the  sanction  of  law  to  a  practice  that  has 
prevailed  in  New  York  and  other  great  money  centers  in  this  country 
in  times  of  great  emergency?    Is  that  it? 

Mr.  Faibohild.  No,  I  do  not  think  that  this  is  quite  parallel  to  the 
issuance  of  clearing- house  certificates.  I  think  clearing-house  cer- 
tificates go  further  than  this. 

Mr.  Newlands.  It  meets  partially  that  emergency? 

Mr.  Faibohild.  Yes,  sir. 

Mr.  Newlands.  Do  you  think  that  any  large  prox)ortion  of  the 
State  banks  would  avaU  themselves  of  national-bank  facilities  if  this 
act  were  passed? 

Mr.  Faibohild.  I  do  think  they  would. 

Mr.  Newlands.  Do  you  know  what  the  capital  of  the  State  banks 
of  the  country  is? 

Mr.  Faibohild.  No,  I  do  not  remember  that. 

Mr.  Newlands.  It  is  stated  by  the  Comptroller  of  the  Onrrency  to 
be  $228,000,000.    Do  you  think  that  is  approximately  correct? 

Mr.  Faibohild.  I  think  so. 

Mr.  Newlands.  Do  you  think  that  all  these  State  banks  would  avail 
themselves  of  it? 

Mr.  Faibohild.  I  can  not  say.  I  am  not  familiar  with  the  State 
banks  in  the  various  parts  of  the  country.  I  should  think  a  large  pro- 
portion of  them  would. 

Mr.  Newlands.  A  majority  of  them,  do  you  think? 

Mr.  Faibohild.  Yes. 

Mr.  Newlands.  Do  you  think  three-fourths  of  them  would? 

Mr.  Faibohild.  It  would  be  mere  guessing. 
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Mr.  Newlands  Well,  if  they  all  did  it  would  allow,  with  tliPir 
present  capital,  au  issue  of  $228,000,000  more  in  currency,  would  it  notf 
Mr.  Fairchild/  Yes,  sir. 
Mr.  Newlands.  Making  a  total  of  $880,000,000? 

Mr.  Fairuhild.  Yes. 

Mr.  Newlands.  Of  which  $520,000,000  would  be  without  interest, 
tl80,000,0OO  would  be  at  2  per  cent  interest,  and  $180,000,000  would  be 
at  6  per  cent  interest? 

Mr.  Fairchild.  Yes. 

Mr.  Newxands.  Those  are  the  possibilities  of  circulation,  assuming 
that  the  capital  of  the  State  banks  and  of  the  national  banks  remains 
as  DOW? 

Mr.  Fairohild.  Yes. 

Mr.  Newxands.  Do  you  think  that  the  capital  of  existing  banks 
would  be  largely  increased  with  a  view  to  availing  themselves  of  this 
right  to  issue  currency? 

Mr.  Fairohild.  If  it  was  found  to  be  profitable,  it  would  be? 

Mr.  Newlands.  There  would  be  no  difficulty  about  enlarging  the 
capital  of  these  banks  if  it  was  found  to  be  profitable? 

Mr.  Fai&ohild.  None  whatever. 

Mr.  NEwr.ANDS.  Does  the  surplus  of  these  banks  cut  any  figure  at 
all  in  the  issuance  of  currency? 

Mr.  Fairghild.  No. 

Mr.  Newlands.  You  can  not  issue  currency  against  the  surplus  cap- 
ital of  a  bank? 

Mr.  Faibchild.  No. 

Mr.  Newlands.  It  would  be  very  easy,  however,  if  those  banks 
desired  to  do  so,  to  turn  the  existing  surplus  into  capital,  would  it  not? 

Mr.  Faibchild.  Yes,  sir. 

Mr.  NewTiANds.  The  existing  surplus  of  the  national  banks  being 
•aao,000,000  and  of  the  State  banks  $102,000,000,  it  would  be  possible 
to  tarn  that  into  capital  and  to  issue  currency  against  it? 

Mr.  Fairohild.  Yes,  sir. 

Mr.  Newlands.  How  about  the  loan  and  trust  companies?  Do  you 
tbink  that  this  bill  would  furnish  any  inducement  for  the  acceptance  by 
them  of  the  provisions  of  the  national  bank  act? 

Mr.  Fairohild.  Well,  I  could  not  say  that.  I  doubt  if  it  would  be 
done  in  New  York.  As  to  other  places,  I  am  not  familiar  enough  with 
the  business  to  give  a  useful  judgment  upon  it.  I  do  not  think  it  would 
be  in  New  York. 

Mr.  Nbwlands.  The  OomptroUer  places  the  capital  of  the  loan  and 
trust  companies  at  $106,000,000.  Is  that  approximately  correct,  accord- 
ing to  your  idea? 

Mr.  Faibchild.  I  do  not  know  the  amount  of  capital. 

Mr.  Nbwlands.  How  about  the  private  banks?  Is  a  very  large  pro- 
portion of  the  business  of  the  country  done  by  the  private  banks? 

Mr.  Faibchild.  Yes,  sir;  quite  a  large  proportion. 

Mr.  Nbwlands.  They  make  no  reports,  I  presume? 

Mr.  Faibchild.  I  am  sorry  to  say  that  I  am  not  familiar  with  that. 
I  bave  an  impression  that  some  of  the  States  require  something  from 
them.    I  am  not  positive  about  it. 

Mr.  Nbwlands.  Do  they  in  New  York? 

Mr.  Faibchild.  I  can  not  say  what  is  the  requirement  in  New  York. 
I^^e  are  certain  laws  regulating  them,  but  I  am  not  familiar  with 
tbem.    I  can  not  answer  that. 
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BESEBYES  HBLD  AGAINST  DEPOSITS. 

Mr.  NswiiANDS.  Are  yoa  familiar  with  the  reserve  actually  kept  by 
banks  as  against  deposits! 

Mr.  Faibchild.  Only  from  the  statistics  that  are  given  in  the  Comp- 
troller's report  and  from  oni*  weekly  reports  in  New  York. 

Mr.  Nbwlands.  What  is  the  custom  in  New  York  as  to  bank 
reserves! 

Mr.  Faibohili).  As  a  rule,  they  aim  to  keep  there  25  per  cent  in  the 
national  banks.  Last  week  I  saw  they  ran  fh>m  that  up  to  something 
over  30  per  cent;  perhaps  32  or  33  per  cent. 

Mr.  Nbwxands.  Do  you  think  safe  banking  requires  that? 

Mr.  Faibchild.  It  depends  entirely  upon  the  nature  of  the  deposits 
of  the  bank.  In  some  banks  that  would  be  enough,  and,  in  fact, 
entirely  too  much,  and  sometimes  it  is  not  enough.  It  is  a  matter  of 
judgment,  discriminating  as  to  the  business  the  particular  bank  is  car- 
rying on  and  the  nature  of  its  deposits. 

Mr.  Newl ANDS.  On  an  average,  what  would  you  think  t 

Mr.  Faibchild.  I  think  25  per  cent  is  ample  with  us. 

Mr.  Newlands.  And  is  a  reasonable  reserve  for  a  bank  to  maintain 
in  gold? 

Mr.  Faibchild.  As  a  rough  rule,  I  should  say  it  was. 

Mr.  Newlands.  Do  you  believe  reserves  should  be  fixed  by  lawf 

Mr.  Faibchild.  I  do  not;  no,  sir. 

Mr.  Newlands.  They  operate,  I  presume,  as  a  limitation  against  the 
loaning  capacity  of  a  bank  at  times  of  stringency  when  a  little  relaxa- 
tion of  the  rule  would  ease  the  situation;  do  they  nott 

Mr.  Faibchild.  Yes,  sir. 

Mr.  Newlands.  But  as  a  general  rule  you  would  think  that  an  aver- 
age of  cash  deposits  of  25  per  cent  was  reasonable  and  judicious  in  a 
bankf 

Mr.  Faibchild.  I  should  think  so. 

Mr.  Newlands.  Would  you  apply  that  same  rule  to  banks  outside 
of  great  cities  like  New  York,  Chicago,  and  Boston  f 

Mr.  Faibchild.  No  ;  I  do  not  think  it  is  necessary  outside  of  the 
great  cities.    It  has  not  been  shown  to  be. 

Mr.  Newlands.  What  reserve  would  you  think  necessary  t 

Mr.  Faibchild.  I  think  the  15  per  cent  reserve  has  been  shown  by 
experience  to  be  ample.  And  even  that  is  not  kept  in  the  country 
banks. 

Mr.  Newlands.  A  portion  of  that  can  be  deposited  with  the  reserve 
cities,  can  it  notf 

Mr.  Faibchild.  Yes;  I  think  it  is  three-fifths. 

Mr.  Newlands.  Leaving,  then,  only  two  fifths? 

Mr.  Faibchild.  Two-fifths  in  their  own  vaults. 

Mr.  Newlands.  Does  not  that  often  operate  to  the  disadvantage  of 
the  bank  in  a  country  community  in  times  of  stringency  t  Is  it  not  then 
obliged  to  call  upon  the  great  banking  centers  of  the  country  when 
they  are  under  equal  pressure) 

Mr.  Faibchild.  Yes ;  of  course  if  the  country  bank  wants  the  money, 
it  can  call  it  from  the  city  bank. 

Mr.  Newlands.  Is  it  not  a  fact  that  on  several  occasions  during  the 
past  six  or  seven  years,  during  periods  of  stringency — or  on  one  occa- 
sion, at  least — the  country  banks  found  it  impossible  to  get  their  reserves 
back  from  the  reserve  cities? 

Mr.  Faibchild.  They  found  that  to  some  extent,  I  think,  in  1893. 
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Mr.  Newlands.  Was  it  not  to  a  considerable  extent? 

Mr.  Faibohild.  To  a  considerable  extent;  yes,  sir. 

Mr.  ]SEWL.Ain3S.  During  the  time  they  were  issuing  clearing-house 
certificates  in  New  York  the  country  banks  then  found  that  they  did 
not  really  have  this  reserve  available  for  the  demands  of  their  deposi- 
tors.   Is  not  that  so? 

BXPEBIENOES  OF  1893. 

Mr.  Faibohild.  I  think  so.  I  would  not  like  to  attempt  to  give  a 
diagnosis  of  1893  off-hand,  because  I  have  never  made  it  carefully  as 
to  how  they  work.  The  thing  that  impressed  me  was  the  entire  disap- 
pearance of  sdl  forms  of  money  everywhere,  and  I  have  not  gone  much 
further  into  the  investigation  as  to  exactly  how  it  was  distributed  and 
effected,  and  I  would  not  like  to  answer  accurately  in  regard  to  propor- 
tions of  that,  as  to  exactly  how  it  did  affect  the  country  banks,  as  to 
getting  their  reserves.  Undoubtedly  it  was  affected  to  a  greater  or  less 
extent,  but  I  am  not  prepared  to  give  a  useftil  answer  on  that  subject. 

Mr.  Newlands.  Do  you  think,  then,  that  it  is  a  wise  thing  to  permit 
country  banks  to  place  a  portion  of  their  reserves  on  deposit  with  the 
banks  in  reserve  cities t 

Mr.  Faibohild.  Tea ;  I  am  inclined  to  think  it  is.  We  considered  that 
a  great  deal  in  the  commission,  and  I  was  at  first  of  the  opinion  that 
they  ought  to  be  required  to  keep  it  ail  at  home,  but  generally  the  weight 
of  evidence  seemed  to  be  that  that  was  an  undue  interference  with  the 
natural  course  of  business.  So  we  came  to  the  conclusion  that  it  was 
wiser  to  leave  it  as  it  was.  It  had  worked  pretty  well  for  whatever 
time  it  had  been  in  existence — a  great  many  years — and  we  thought 
experience  was  sufficient  to  show  that  we  had  better  leave  it  alone. 

Mr.  Newlands.  Do  you  not  think,  as  a  matter  of  individual  judg- 
ment, Mr.  Fairchild,  if  a  country  bank  is  compelled  by  law  to  keep  15 
per  cent  of  reserves  and  it  can  under  that  law  turn  over  9  per  cent  to 
a  bank  in  a  reserve  city,  retaining  only  6  per  cent,  that  in  time  of  great 
emergency,  in  which  alone  these  reserves  are  needed,  the  reserves  of 
that  bank  are  limited  to  6  per  cent  instead  of  15  per  cent  for  practical 
purposes  t 

Mr.  Faibohild.  No;  I  do  not  think  that  is  a  true  deduction  from  it, 
and  I  do  not  think  it  is  quite  accurate  to  say  that  these  reserves  are 
intended  against  the  kind  ot  emergency  that  arose  in  1893.  I  think  that 
the  reserves  which  we  provide,  and  which  you  generally  assume  to  be 
the  proper  reserves  for  banks,  are  there  against  the  normal  business  rela- 
tions of  the  people,  not  against  great  convulsions  or  a  condition  of 
popular — well,  almost  insanity,  as  you  might  say,  because  the  panic  of 
1893  was  almost  of  that  character.  There  was  no  reason,  no  juagment, 
nothing  that  can  account  for  that  state  of  things  in  the  ordinary  course 
of  business  judgment.  Now,  I  think  that  the  reserves  are  designed  to 
carry  on  the  sort  of  business  that  conditions  have  shown  to  be  wise 
year  in  and  year  out.  1  do  not  think  there  is  any  providing  for  such  a 
time  as  that  of  1893,  and  I  do  not  think  that  you  can  frame  a  law 
which  will  be  workable  if  you  take  these  great  catastrophes  as  your 
measure. 

Mr.  Newlands.  How  many  times  within  your  experience  have  clear- 
iog-honse  certificates  been  issued  in  New  Yorkt 

Mr.  Faibohild.  I  can  not  remember^  Mr.  Newlands.  I  think  about 
three  times  since  I  have  been  in  New  York.  I  do  not  think  more  than 
that 

Mr.  Nxwi«AND8.  How  long  have  you  been  there? 
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Mr.  Faibgheld.  It  was  in  1889  I  left  here.  I  do  not  know  how  many 
times,  bat  I  think  it  was  three  times. 

Mr.  Newlands.  Within  a  period  of  eight  or  nine  years  f 

Mr.  Faibghild.  Yes. 

Mr.  Newlands.  The  issuance  of  clearing-hoiise  certificates  in  New 
York  means  a  suspension  of  specie  payments,  does  it  nott 

Mr.  Faibghild.  No,  it  does  not  mean  saspension  of  specie  paymeuts 
so  far  as  the  banks  are  concerned.  The  issuance  of  clearing  lioase  cer- 
tificates means  that  the  strong  banks  help  the  banks  that  are  not  so 
strong.  They  put  their  resources  at  the  service  of  their  neighbors,  and 
then  these  certificates  supply  the  balance  among  the  banks.  They  do 
not  apply  to  the  outside  public. 

pebgentaoe  of  gash  on  hand  to  deposits. 

Mr.  Newlands.  I  observe  in  the  Gomptroller's  report  that  the  depos- 
its in  national  banks  amount  to  $1,768,000,000,  and  the  percentage  ot 
cash  on  hand  is  about  25  per  cent,  being  $435,000,000.  Then  i»  the 
State  banks  the  deposits  are  $723,000,000,  with  cash  on  hand  of  $116,- 
000,000,  being  16  per  cent.  In  private  banks  the  dei>osits  are  put  at 
$50,000,000,  cash  on  hand  $5,000,000,  being  10  per  cent  of  the  depos- 
its. In  loan  and  trust  companies  the  deposits  are  put  at  $566,000,000, 
the  cash  at  $28,000,000,  being  5  per  cent.  And  in  savings  banks  the 
deposits  are  put  at  $19,583,000,000,  cash  on  hand  $42,000,000,  the  per- 
centage being  2^  -per  cent.  With  this  statement  of  cash  on  hand  in 
relation  to  deposits  and  the  percentage  which  I  have  given  you  of  cash 
deposits,  do  you  think  that  these  banks  require  the  amount  of  cash 
stated  as  reserves  t 

Mr.  Faibghild.  Under  present  conditions  I  should  think  they  did. 

Mr.  Newlands.  It  is  an  average  throughout,  you  will  observe,  of  12^ 
per  cent.  That  is  $2,000,000,000,  being  the  deposits  of  ail  these  banks, 
and  the  cash  on  hand  being  $626,000,000  in  all  the  banks.  Therefore 
the  percentage  of  cash  to  deposits  would  be  1'^  per  cent.  Tou  would 
not  regard  that  as  excessive,  would  youT 

Mr.  Faibghild.  No.  I  think  it  is  ample,  however,  when  you  take 
all  of  those  institutions.  For  instance,  you  include  the  savings  banks, 
which  in  our  State  are  forbidden  by  law  to  have  more  than  a  certain 
amount  of  their  money  uninvested,  because  they  are  not  supposed  to 
be  banks  in  the  ordinary  sense  of  the  term. 

Mr.  Newlands.  Yon  will  observe  that  the  percentage  of  their  cash 
is  only  2}  per  cent. 

Mr.  Faibghild.  Yes,  sir.    Their  total  is  very  large,  thoagh. 

Mr.  Newlands.  You  will  notice  that  the  reserve  of  the  loan  and 
trust  companies  is  stated  as  5  per  cent. 

Mr.  Faibghild.  Yes. 

Mr.  Newlands.  Would  you  regard  that  as  sufficient  f 

Mr.  Faibghild.  Yes. 

Mr.  Newlands.  You  think  it  is  sufficieutt 

Mr.  Faibghild.  I  &ncy  that  amount  must  include  institutions  like 
the  building  and  loan  companies,  that  require  no  cash  on  hand  and 
have' no  demand  obligations  on  them.  I  refer  to  the  purely  trust  com- 
panies like  those  with  which  I  am  familiar.  I  do  not  know  how  much 
cash  they  have.  I  would  not  be  able  to  say,  but  certainly  it  has  been 
demonstrated  to  be  enough. 

Mr.  Newlands.  In  the  New  York  trust  companies,  within  youi 
observationy  what  percentage  of  cash  to  deposits  do  they  main  taint 
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Mr.  Faibghild.  Many  trast  compaoies  in  New  York  keep  their  cash 
by  depositiug  in  banks. 

Mr.  Nbwulnds.  Then  it  counts  as  a  part  of  the  cash  reserves  of  those 
banks  t 

Mr.  Faibohild.  No;  I  do  not  think  it  does.  I  think  that  the 
amount  the  Comptroller  has  given  is  the  cash  in  their  own  vaults,  but 
they  keep  a  very  considerable  sum  on  deposit  with  banks. 

Mr.  Newlands.  Then  they  stand  in  the  ordinary  position  of  deposi- 
tors with  commercial  banks,  in  that  caset 

Mr.  Faibohild.  Yes. 

Mr.  Newlands.  TheGomptroUer's  report  shows  that  this  $626,000,000 
held  as  reserve  against  all  these  deposits  is  classified  as  follows:  Gold, 
$242,000,000;  silver,  $53,000,000;  legal  tender,  $246,000,000;  specie, 
$2,600,000;  cash  not  classified,  $82,000,000;  makingin  all,  $626,000,000. 
Have  you  any  idea  what  that  term  ^'cash  not  classified"  meaiist 

Mr.  Faibcheld.  No;  I  have  not.  I  suppose  they  have  not  classified 
it  themselves,  but  it  was  returned  sim])ly  as  cash.  You  see,  he  has  not 
only  given  figures  concerning  those  which  are  compelled  to  report,  but 
those  also  whom  he  invites  to  report,  and  possibly  the  latter  have  not 
given  the  details. 

Mr.  Newlands.  This  is  a  statement  of  the  national  banks,  the  city 
bankSt  the  private  banks,  the  loan  and  trust  companies,  and  the  savings 
banks,  so  fkr  as  he  has  been  able  to  collect  them  T 

Mr.  Faibchllb.  He  probably  has  not  received  accurate  reports  from 
some  whom  he  invited  to  report,  but  wbo  were  not  obliged  to  report  to 
him.  They  have  probably  given  it  to  him  in  the  form  that  it  appears 
here— as  ^^  cash  not  classified." 

Mr.  Newlands.  You  mean  that  would  apply  to  this  cash  not  classified  t 

Mr.  Faibohild.  Yes. 

Mr.  Newlands.  But  not  apply  to  the  table  of  cash  on  hand  T 

Mr.  Faibghild.  That  is  the  idea. 

Mr.  Newlands.  Then  it  is  safe  to  assume  that  the  $82,000,00(»  cash 
not  classified  is  made  up  of  gold  or  silver  or  legal  tender,  or  is  composed 
of  all  of  theset 

Mr.  Faibghild.  I  suppose  so.  Some  of  them  may  have  stretched 
their  imagination  a  little  and  called  some  things  cash  that  were  not  cash ; 
bat  of  course  that  would  be  misleading  if  they  had  done  so.  In  that 
$82,000,000  there  probably  was  a  considerable  amount  of  national-bank 
notes. 

Mr.  Newlands.  Ah!  National-bank  notes? 

Mr.  Faibghild.  I  should  think  so. 

Mr.  Newlands.  It  would  be  improper  to  call  them  any  part  of  the 
reserves  of  these  banks  f 

Mr.  Faibghild.  Yes,  they  ought  not  to  be  so  called.  But  in  prac- 
tice, I  think,  you  will  often  find  private  banks  in  the  difiorent  States  do 
so  call  them.  Yon  will  find  that  they  have  not  made  that  discrimina- 
tion. 

Mr.  Newlands.  Then,  if  that  is  the  case,  the  cash  reserves  of  the 
banks  in  lawful  money — of  all  these  banks — would  be  less  than 
$626,000,000? 

Mr.  Faibghild.  In  considering  the  sources  of  that  sum  I  should 
think  it  would  be  fair  to  assume  that  some  portion  would  be  bank  notes. 
I  speak  merely  as  a  surmise^ 

Mr.  Newlands.  Yes;  I  think  you  must  be  right  about  that.  You 
will  observe  that  there  is  only  $53,000,000  of  silver  in  all  these  banks. 
Where  is  the  rest  of  the  silver  of  the  country? 
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Mr.  FA.IRCHILD.  J  do  not  know.  There  is  $50  or  $60  in  my  pocket. 
That  is  all  the  money  I  have,  and  I  suppose  it  is  mostly  in  people's 
pockets. 

Mr.  Newlanbs.  Mostly  in  people's  pockets  in  the  shape  of  silver 
certificates  t 

Mr.  FAiRCHiiiD.  Tes,  sir. 

Mr.  Newlands.  And  that  yon  propose  to  maintain  in  this  bill  as  the 
currency  of  the  people  t 

Mr.  Fairohild.  Yes;  below  $10. 

Mr.  Newlands.  You  expect  that  to  constitute  the  pocket  money  of 
the  people  t 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Newlands.  So  you  do  not  expect  any  large  part  of  that  to  con- 
stitute the  bank  res^vest 

Mr.  Fairchild.  No;  I  do  not. 

AMOUNT  OP  legal  TENDERS  IN  CIRCULATION. 

Mr.  Newlands.  You  will  observe  that  the  legal-tender  money  in 
these  bank  amounts  to  $246,000,000.    What  is  thatt 

Mr.  Fairchild.  I  suppose  that  includes  the  notes  you  call  the  Treas- 
ury notes — the  notes  of  1890—  as  well  as  the  United  States  notes. 

Mr.  Newlands.  What  is  the  sum  total  of  the  Treasury  notes  of  1890 
and  the  United  States  notes  t 

Mr.  Fairchild.  The  United  States  notes  are  $340,000,000.  The 
Treasury  notes  have  constantly  been  reduced.  I  can  not  remember 
just  what  they  amount  to. 

Mr.  Newlands.  I  think  it  is  $109,000,000. 

Mr.  Fairchild.  Yes.  Well,  they  are  constantly  being  reduced  under 
the  operations  of  the  Treasury. 

Mr.  Newlands.  They  are  constantly  being  redeemed,  and  then  silTer 
certificates  are  issued  in  their  place,  so  that  the  amount  of  silver  cer- 
tificates in  the  country  is  being  gradually  increased  and  the  amount  of 
Treasury  notes  under  the  act  of  1896  grsidually  diminished  Y 

Mr.  Fairchild.  Yes,  sir.  On  the  1st  of  January  there  were  in  exists 
ence  of  these  Treasury  notes  about  $106,000,000  only. 

Mr.  Newlands.  Then  the  total  of  the  greenbacks  and  the  Treasury 
notes,  constituting  the  legal  tender  referred  to  in  the  cash  reserves, 
amounts  to  $452,000,000.  Of  the  $346,000,000  of  greenbacks,  what 
amount  is  impounded  in  the  Treasury  nowt 

Mr.  Fairchild.  On  the  Ist  of  January  there  were  in  existence 
$84,200,000,  and  if  we  take  out  the  currency  certificates,  $43,000,000, 
that  would  leave  the  Treasury  holding  about  $41,000,000  on  the  Ist  of 
January. 

Mr.  SPALDiNa.  I  think  the  Secretary  said  it  was  about  $60,000,000 
now. 

Mr.  Hill.  Including  currency  certificates  Y 

Mr.  Fairchild.  That  is  on  the  1st  of  January.  That  would  leave 
about  $41,000,000  net  to  the  Treasury. 

Mr.  Newlands.  Then  there  are  at  the  present  impounded  in  the 
Treasury  about  $41,000,000  in  greenbacks  Y 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Newlands.  If  your  act  becomes  law  will  that  $41,000,000  be 
released  Y 

Mr.  Fairchild.  There  is  nothing  in  our  act  that  releases  it. 

Mr.  Newlands.  There  will  be  nothing  in  the  law,  as  I  understand 
it,  to  compel  their  reissue. 
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Mr.  Faibohild.  Yes,  these  are  to  be  issued  and  reissued.  They  are 
to  be  treated  under  oar  bill  as  they  are  now,  except  as  bank  notes  shall 
be  issued  to  take  their  place,  not  to  be  retired  except  the  first  $50,000,000 
of  them.  We  provide  that  they  may  retire  $50,000,000  which  have 
been  presented  to  the  Treasury  for  redemption  in  gold ;  that  this  first 
$50,000,000  shall  be  retired,  and  then  no  more  of  them  shall  be  retired 
except  as  their  place  is  filled  by  an  issue  of  bank  notes,  as  authorized 
under  our  bill. 

Mr.  Newlands.  Is  this  $41,000,000  now  in  the  Treasury  a  portion  of 
this  first  $50,000,000  that  your  bill  provides  for  retiring! 

Mr.  Faibghild.  No. 

Mr.  Newlanbs.  Fifty  million  dollars  would  be  retired! 

Mr.  Faibohild.  Yes;  as  they  were  presented  to  the  Treasury  for 
redemption  in  gold  the  Treasury  is  to  retire  them. 

Mr.  Newlands.  And  then  gold  would  take  their  place  in  the  circu- 
lation of  the  country  f 

Mr.  Faibghild.  Yes. 

Mr.  Newlands.  If,  then,  $41,000,000  was  now  impounded  in  the 
Treasury  and  remained  there,  it  would  leave  only  $411,000,000  of  legal- 
tender  notes  outstanding,  would  it  nott 

Mr.  Faibohild.  That  is  a  matter  of  figures.  If  that  is  what  you 
deduce,  very  well. 

Mr.  Newlands.  And  then  by  figuring  we  see  that  the  net  amount  in 
the  Treasury  would  be  $411,000,000  as  the  amount  of  legal  tender  in 
circulation. 

Mr.  Faibohild.  That  is  after  destroying  the  $50,000,0001 

Mr.  Newlands.  No  ;  on  the  1st  of  January. 

Mr.  Faibohild.  It  is  $106,000,000  and  $346,000,000. 

Mr.  NEWLAin>8.  That  makes  $452,000,000! 

Mr.  Faibohild.  Yes.    Then  take  $41,000,000 

Mr.  Newlands.  Which  would  make  $411,000,0001 

Mr.  Faibohild.  Yes. 

Mr.  Newlands.  Then,  according  to  this  statement,  there  are 
$411,000,000  in  legal-tender  notes  in  circulation  among  the  people,  con- 
sisting of  greenbacks  and  Treasury  notes  of  1890!  Now,  $246,000,000 
of  that  amount  are  stated  to  be  in  the  banks.  That  would  leave 
$165,000,000  of  greenbacks  unaccounted  for.  Do  you  think  that  the 
$165,000,000  are  in  circulation  among  the  people,  just  as  the  silver  cer- 
tificates are! 

Mr.  Faibohild.  Yes ;  they  must  be.  I  do  not  think  they  are  in  quite 
the  active  circulation  the  silver  certificates  are,  because  the  silver  cer- 
tificates, if  I  am  right,  as  a  rule  are  in  smaller  denominations.  So  I 
tiiink  the  legal-tender  notes,  the  greenbacks,  are  probably  more  held 
for  hoadrding,  and  in  those  ways  in  which  money  disappears,  but  they 
must  be  held  somewhere. 

Mr.  Newlands.  Do  you  think  that  any  large  proi>ortion  of  them  has 
been  destroyed  by  use! 

Mr.  Faibohild.  I  do  not. 

Mr.  Newlands.  You  think  they  are  in  existence,  then! 

Mr.  Faibohild.  Yes. 

AMOWT  OF   SILVEB  IN  OIBOVLATION. 

Mr.  Newlands.  What  is  the  amount  of  silver  certificates  and  silver 
that  is  in  circulation  among  the  people,  outside  of  the  $53,000,000  of 
silver  in  the  banks! 

Mr.  Faibohild.  That  is  a  mere  deduction  from  these  figures.    The 
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Comptroller  gives  as  in  ctrcalatiou  on  the  Ist  of  January  $376,695,000, 
and  whatever  is  in  the  banks. 

Mr.  Newlands.  $376,000,000  in  ronnd  nambers.  Deduct  $53,000,000 
in  tbe  banks,  and  it  leaves  $323,000,000  of  silver  in  the  bauds  of  the 
people! 

Mr.  Faibohild.  Silver  certificates  alone. 

Mr.  Newlands.  Then  what  additional  amount  of  silver  is  there  in 
tbe  bands  of  the  people  t 

Mr.  Faibohild.  $61,691,000  of  silver  dollars. 

Mr.  Newlands.  Leave  out  the  fractional  currency. 

Mr.  Faibohild.  And  all  the  subsidiary  silver,  $65,000,000. 

Mr.  Newlands.  That  would  make  $323,000,000  of  silver  certificates, 
$61,000,000  of  silver  dollars,  and  $65,000,000  of  fractional  silver,  which 
altogether  would  make  $449,000,000,  would  it  not! 

Mr.  Faibohild.  I  have  not  added  it  up. 

Mr.  Newlands.  Well,  adding  the  $165,000,000  of  greenbacks  outride 
of  the  banks,  that  would  make  $614,000,000  in  circulation  among  the 
people,  would  it  nott 

Mr.  Faibohild.  Yes;  I  think  that  is  a  foir  deduction.  Outside  the 
banks,  you  meant 

Mr.  Newlands.  Yes. 

Mr.  Faibohild.  That  is  right. 

Mr.  Newlands.  Do  you  think  that  amount  of  money  is  required  by 
the  people  in  their  ordinary  business  and  exchanges! 

Mr.  Faibohild.  That  would  be  determined,  I  should  think,  by  the 
amount  they  did  use,  and  you  can  draw  your  conclusion  from  that  I 
should  say  no,  that  that  amount  was  not  needed,  that  everybody  could 
use  less  money  in  his  i^ocket  if  he  chose  to  do  so,  and  get  along  perfectly 
well.  I  am  sure  I  could  get  along  by  carrying  ordinarily  one-fifth  of 
what  I  generally  do  carry. 

Mr.  Newlands.  But  the  best  test  of  what  the  people  require  is  what 
they  actually  useY 

Mr.  Faibohild.  Yes;  they  find  that  convenient,  apparently,  and  yoa 
can  judge  from  that. 

GOLD  AVAILABLE  FOB  GBBBNBAOK  BEDEMPTION. 

Mr.  Newlands.  If  by  this  process  of  retiring  the  greenbacks  and 
the  substitution  of  bank  notes  the  $246,000,000  of  legal-tender  notes 
now  in  the  banks  were  withdrawn,  what  substitute  would  the  banks 
have  for  the  reserve  so  withdrawn  Y 

Mr.  Faibohild.  You  mean  when  they  were  all  withdrawn! 

Mr.  Newlands.  Yes. 

Mr.  Faibohild.  They  would  have  gold. 

Mr.  Newlands.  Gold? 

Mr.  Faibohild.  Gold. 

Mr.  Newlands.  So,  instead  of  having  $240,000,000  as  now,  they  would 
have  $240,000,000  plus  $246,000,(K)0.  Where  would  that  gold  come 
from! 

Mr.  Faibohild.  It  would  come  from  wherever  it  is,  or  was  at  that 
time. 

Mr.  Newlands.  Would  it  come  from  the  Treasury! 

Mr.  Faibohild.  Some  would  come  from  the  Treasury. 

Mr.  Newlands.  Do  you  regard  the  Treasury  reserve  in  gold  as  too 
large! 

Mr.  Faibohild.  It  would  not  need  any  of  it  then. 
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Mr.  Newlands.  Woald  it  not  need  considerable  gold  in  reserve  for 
the  puri)ose  of  redeeming  silvert 

Mr.  Faibchild.  We  provide  for  only  5  per  cent  in  our  bill,  as  against 
tbat  silver.    We  think  that  woald  be  sufficient. 

Mr.  NBW1.ANDS.  Very  well,  then.  You  would  hy  this  process  get 
$150,000,000  out  of  the  Treasury  t 

Mr.  Faibchild.  Yes. 

Mr.  Newlands.  One  hundred  and  fifty  million  dollars  would  exhaust 
aU  the  gold  that  is  in  the  Treasury  now,  wouldn't  itt 

Mr.  Faibchild.  Wait  a  minute.  I  will  give  you  that  in  a  minute, 
after  I  make  the  calculation.  [After  making  a  calculation.]  That 
brings  it  to  about  $160,000,000.  The  Secretary  said  to-day  it  was 
$162,000,000. 

Mr.  Newlands.  As  T  understand  it,  you  propose  ultimately  to  retire 
$411,000,000  of  greenbacks  and  Treasury  notes! 

Mr.  Faibchild.  If  it  went  into  operation  to-day  that  would  be  what 
it  would  do;  but  as  this  process  goes  on  of  reducing  the  number  of 
Treasury  notes,  which  is  apparently  a  pretty  rapid  one,  of  course  the 
amount  is  diminishing  all  the  while. 

Mr.  Newlands.  By  turning  the  legal  tenders  into  silver! 

Mr.  Faibchild.  Yes,  sir. 

Mr.  Newlands.  If  it  went  into  operation  now,  the  Oovernment 
would  have  to  retire  $411,000,000  of  greenbacks  and  Treasury  notes! 

Mr.  Faibchild.  If  they  were  offerod  to-day,  that  is  the  sum  that 
they  would  have. 

Mr.  Newlands.  But  your  expectation  is  that  a  portion  of  these 
Treasury  notes  will  be  turned  into  Treasury  certificates,  and  thus  the 
drain  apon  gold  diminished! 

Mr.  Faibchild.  It  is  evident  that  is  the  process  that  is  going  on. 

Mr.  Newlands.  Yes;  I  think  so.  When  that  process  is  complete, 
assuming  that  $106,000,000  of  Treasury  notes  are  retired  with  silver 
certificates,  you  would  have  outstanding,  then,  the  silver  certificates, 
being  $376,000,000,  and  adding  to  that  the  $106,000,000,  $482,000,000  of 
silver! 

Mr.  Faibchild.  Have  you  added  the  silver  dollars! 

Mr.  Newlands.  No;  simply  the  silver  certificates.  How  much  would 
the  silver  dollars  make  it! 

Mr.  Faibchild.  $61,000,000  more. 

Mr.  Newlands.  Adding  the  $6 1 ,000,000  of  silver  dollars  would  make 
$543,000,000  of  silver  in  circulation! 

Mr.  Mitchell.  Then  there  is  a  fractional  silver,  too. 

Mr.  Faibchild.  Exclusive  of  the  fractional  silver  that  is  the  foil  legal 
tender. 

Mr.  Newlands.  Then  your  $346,000,000  of  greenbacks  would  be 
retii-ed  by  gold  from  the  Treasury,  of  which  there  is  $160,000,000  now 
available! 

Mr.  Faibchild.  Yes. 

Mr.  Newlands.  How  much  of  that  would  have  to  be  retained  as  a 
reserve  against  the  silver! 

Mr.  Faibchild.  About  $25,000,000  or  $30,000,000.  Let  us  see.  It 
is  5  per  cent,  as  we  put  it  in  the  bill,  and  I  think  you  ought  to  include 
the  subsidiary  coin.  That  would  make  $106,000,000,  because  the  Treas- 
ury has  to  be  prepared  to  take  care  of  that  all  the  time. 

Mr.  Newlands.  That  would  make  about  $30,000,000! 

Mr.  Faibchild.  Yes. 

Mr.  Nevtlands.  So  you  would  have  $130,000,000  out  of  the  gold  that 
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is  now  in  the  Treasary  available  for  the  redemption  of  the  $160,000,000 
of  greenbacks! 

Mr.  Faibohild.  That  is  proceeding  on  another  assamption.  To  be 
perfectly  accarate,  we  must  remember  that,  of  coarse,  there  woald  be 
some  of  that  silver  in  the  Treasary,  so  yon  woald  not  have  to  keep  tbe 
reserve  against  that. 

Mr.  Newlands.  Bat  we  have  not  incladed  that  silver  that  is  in  tbc 
Treasary,  as  I  recollect. 

Mr.  Faibghild.  Well,  there  is  not  mach  there,  bat  the  amount  tho 
Treasary  woald  hold  woald  be  considerable.  I  shoald  think  it  would 
always  hold  $5,000,000  or  910,000,000  of  silver. 

Mr.  Newlands.  It  woald  not  make  any  appreciable  differenoe  in  tbe 
gold  reserve! 

Mr.  Faibghild.  No. 

Mr.  Newlands.  So  we  woald  have  $130,000,000  available  for  tbe 
redemption  of  the  greenbacks!  Then,  with  $346,000,000  of  greenbacks 
to  redeem,  the  Treasary  notes  being  practically  elimina^  by  tbe 
method  yon  woald  have  described,  and  $130,000,000  in  gold  available 
to  redeem  them,  $216,000,000  more  in  gold  woald  be  reqalred  for  their 
redemption! 

Mr.  Faibghild.  Yes. 

Mr.  Johnson.  Do  yoa  mean  that  amoant  woald  be  required  to  get 
them  all  oat  of  the  way! 

Mr.  Newlands.  Yes;  where  would  you  get  that  gold! 

Mr.  Faibghild.  I  think  if  this  whole  scheme  were  pat  into  operation 
that  wonld  be  entirely  a  matter  of  whether  the  Treasary  had  a  surplas 
revenue  or  not.  If  it  had  a  surjjlus  revenue  over  and  above  its  expend- 
itures, practically  all  of  the  surplus  revenue  wonld  be  in  gold,  and  tbat 
would  furnish  it  as  far  as  that  is  concerned.  Of  coarse,  if  it  did  not 
have  the  surplus  revenue,  and  sold  its  time  obligations  under  the  pro- 
visions of  this  bill  to  take  it  up,  they  would  be  sold  for  gold. 

Mr.  Newlands.  I  presume  you  will  admit  that  gold  would  eitber 
have  to  come  out  of  the  coin  now  in  circulation  in  this  country  or  oat 
of  the  annual  production  of  the  mines  or  from  foreign  coantries^  one  of 
the  three! 

Mr.  Faibghild.  Yes. 

Mr.  Newlands.  From  which  one  of  those  three  soarces  do  you  think 
it  will  come! 

Mr.  Faibghild.  From  all  three  of  them,  and  it  would  come  at  first 
most  largely  from  foreign  countries. 

Mr.  Newlands.  You  would  expect,  then,  to  increase  the  bond  issaes 
of  the  country,  would  you  not,  to  some  extent! 

Mr.  Faibghild.  Of  coarse,  if  this  went  into  operation  and  all  these 
greenbacks  were  presented  at  once,  it  is  a  mere  matter  of  mathematics 
that  it  woald  increase  the  bond  issaes.  From  my  standpoint  the  diffi- 
culty in  all  this  is  not  the  one  suggested  by  your  question;  but  tbe 
difficulty  would  be,  if  this  bill  went  into  operation,  to  ever  get  those 
greenbacks  and  demand  obligations  of  the  Government  into  the  Tieas 
uiy.  They  would  not  come,  and  in  my  apprehension  the  Government 
never  would  sell  a  bond  to  take  them  up.  I  do  not  think  they  would  be 
presented. 

Mr.  Newlands.  Your  bill  provides  that  after  a  certain  time  they 
shall  cease  to  be  legal  tender! 

Mr.  Faibghild.  But  it  would  not  make  any  difference  in  their  circu- 
lation. They  would  go  more  readily  without  the  legsd-tender  qaality 
than  they  do  now  witii  the  legal-tender  quality,  in  times  of  excitement 
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Mr.  Bbo^ius.  Is  not  that  for  the  purpose  of  quickening  their  home- 
oomingf 

Mr.  Faibchild.  It  is;  but  in  my  judgment 

Mr.  Johnson.  How  are  you  going  to  get  them  int 

Mr.  Fairchild.  The  Lord  only  knows.  I  should  try  every  possible 
way,  but  I  do  not  know  any  way  unless  the  United  States  should  say: 
'^  After  a  certain  time  the  United  States  will  not  redeem  them."  I  know 
of  no  way  to  get  them  in  if  absolute  confidence  is  established.  I  do  not 
believe  there  is  any  power  on  earth  that  will  get  them  in  except  refus- 
ing to  give  gold  for  them.  The  trouble  seems  to  me  to  be,  in  consider- 
ing this  matter,  that  when  we  would  begin  to  do  it  we  could  not  do  it. 

Mr.  I^EWLANDS.  Now,  Mr.  Fairchild,  we  have  $543,000,000  in  frac- 
tional currency  in  circulation  among  the  people.  By  this  process  of 
leaving  the  silver  certificates  out,  retiring  the  Treasury  notes  into  silver 
certificates,  and  adding  to  that  the  actual  silver  dollars 

Mr.  Faibchild.  That  is,  if  this  should  be  adopted  Y  If  this  bill 
should  be  postponed  a  few  years,  apparently  that  would  be  the  condi- 
tion of  things. 

Mr.  Newlands.  Yes;  and  in  addition  to  that  you  will  have  in  circu- 
lation among  the  people  the  currency  issued  against  the  capital  of  the 
banks? 

Mr.  Faibchild.  Yes. 

Mr.  Newlands.  Which,  however,  wUl  not  be  available  as  bank 
reserves? 

Mr.  Faibchild.  No. 

the  wobld's  stock  of  gold. 

Mr.  Newlands.  Now,  yon  say  you  expect  to  get  this  gold  from  all 
three  of  these  sources?  Did  your  commission,  in  the  consideration  of 
this  bill,  enter  into  any  study  at  all  of  the  existing  stock  of  gold  in  the 
world,  the  current  production,  the  amount  of  gold  consumed  in  the 
industrial  arts,  etc.? 

Mr.  Faibchild.  Not  in  any  minute  way  or  with  any  particular 
attempt  at  precision.  Of  course  we  had  a  general  notion  of  it  in  our 
minds,  but  we  did  not  make  any  minute  consideration  of  it. 

Mr.  Newlands.  Was  your  attention  called  to  this  fact  that  the 
Mint  Director's  report  shows  that  in  1889  the  gross  stock  of  gold  in 
four  countries — the  United  States,  the  United  Kingdom,  France,  and 
Germany— amounted  to  $2,639,275,000,  and  that  in  1897  the  stocks  of 
gold  in  those  countries  amounted  to  only  $2,706^300,000,  being  an 
increase  during  the  six  years  of  only  $66,000,000  in  gold!  Was  your 
attention  called  to  that  factt 

Mr.  Faibchild.  I  was  familiar  with  that  fact,  yes.  I  was  familiar 
with  those  reports. 

Mr.  Newlands.  Was  your  attention  also  called  to  the  fact  that  this 
condition  of  things  exists  today  as  compared  with  1889,  although  the 
production  of  gold  from  1880  up  to  the  end  of  1896,  according  to  the 
Mint  Director's  report,  amounted  to  $1,256,000,0001 

Mr.  Faibchild.  ^es. 

Mr.  Newlands.  These  four  countries  then  in  that  time,  out  of  a  total 

fold  production  of  $1,256,000,000,  succeeded  in  holding  on  to  $66,000,000. 
^ill  you  state  upon  what  you  base  your  expectation  that  these  coun- 
tries will  be  able  to  get  any  more  than  that  proportion  during  the  next 
nine  years  f 
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DISCUSSION  OF  THE  OOLD  SUPPLY  ntRELEVANT. 

Mr.  Fairchild.  That  question,  Mr.  Newlands,  leads  to  the  parting 
of  the  ways  of  your  notions  about  this  whole  matter  and  my  notions 
about  it.    I  do  not  believe  that  yon  gentlemen  here,  with  all  your  power 
of  legislating,  have  any  control  over  that  question.    I  believe  that  the 
people  all  over  the  world  have  lor  some  reason  or  other,  by  their  own 
action,  decided  that  gold  shall  do  their  business  and  settle  their 
balances,  and  that  if  any  country  wants  gold,  what  it  has  to  do  is  to 
make  the  rest  of  the  world  believe  that  it  is  going  to  settle  its  balances 
in  gold,  and  then  it  gets  all  it  wants  for  the  transaction  of  its  business, 
and  unless  it  does  that  it  does  not  get  it.    Our  theory  is-r-my  theory 
is — that  we  have  got  to  conform  ourselves  to  that  habit  of  men  of  the 
world.    If  we  are  going  to  have,  not  only  gold,  but  capital  generally  for 
the  transaction  of  our  business,  we  must  do  that.    Therefore,  1  say  that 
wehave  nothing  todo  with  these  questions  of  statistics  of  that  sort.  They 
are,  in  my  mind,  aside  from  the  discussion.    I  do  not  mean  that  they 
are  not  very  interesting,  and  all  that,  but  that  apparently  there  are 
forces  of  nature  at  work  which  take  care  of  this  whole  thing,  and  all  we 
have  to  do  is  to  conform  ourselves  to  those  forces,  and  then  our  busi- 
ness takes  care  of  itself,  and  unless  we  do,  we  not  only  do  not  get  the 
gold,  but  we  do  not  get  the  capital  in  any  form. 

So,  these  questions  would  not  weigh  upon  my  mind  in  making  up  a 
scheme  of  this  sort,  because  I  know  that  when  mankind  iinds  that  gold 
will  do  its  work,  mankind  will  find  something  that  will  do  its  work,  as 
it  has  done  in  the  past  and  will  continue  to  do,  and  it  is  a  thing  over 
which  laws  have  no  more  control  than  over  the  equinox.  That  is  my 
judgment,  and  that  is  the  reason  why  I  think  these  statistics  and  fignres 
are  utterly  valueless  as  a  basis  for  determining  what  we  are  to  do. 

Mr.  Kewlands.  We  ascertained  that  the  cash  reserves  of  all  the 
banks  of  the  country  amounted  to  about  4623^000,0001 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Ne WLANDS.  And  presumably  that  amount  was  necessary  against 
deposits? 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Newlands.  And  that  of  those  cash  reserves  4246,000,000  con- 
sisted of  legal-tender  notes,  which  you  propose  by  legislation  now  to 
blot  out,  and  which  I  am  in  favor  of  blotting  out  if  we  can  find  a  proper 
substitute.  Do  you  not  think  it  is  reasonable  to  suggest  to  the  framers 
of  a  bill,  if  it  proposed  to  practically  destroy  immediately,  as  some  bills 
propose,  or  in  the  course  of  years,  over  one-third  of  the  present  bank 
reserves,  that  some  reasonable  substitute  should  be  presented  for  them! 

Mr.  Fairchild.  In  my  judgment  we  have  presented  the  reasonable 
substitute,  and  the  very  best  one. 

Mr.  Newlands.  Gold! 

Mr.  Fairchild.  Gold. 

Mr.  Newlands.  And  that  they  should  show  a  reasonable  exi>ectation 
of  our  being  able  to  get  the  goldt 

Mr.  Fairchild.  Not  at  all. 

Mr.  Newxands.  You  think  you  can  trust  to  chance  on  that! 

Mr.  Fairchild.  It  is  a  thing  that  will  come  just  as  surely  and  inevi- 
tably as  the  time  oomes,  in  my  judgment.  I  would  stake  my  existence 
on  it. 
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EXPANSION  OF  BANK  CREDITS. 

Mr.  NswiiANBS.  My  recollection  is  that  yoa  stated  the  other  day 
that  the  danger  did  not  come  from  the  expansion  of  bank  paper,  but 
from  the  expansion  of  bank  credits;  and  yon  showed  how  9100,000  capi- 
tal belonging  to  a  bank  could  be  expanded  into  $1,000,000  of  bank  credit 
in  the  shape  of  deposits. 

Mr.  Fairchild.  Under  our  system. 

Mr.  !Newlands.  Under  our  system.  That  would  be  true  under  the 
new  system  as  well  as  the  old! 

Mr.  Fairchild.  I  spoke  of  the  present  system. 

Mr.  NewXiANDS.  In  other  words,  it  practically  amounts  to  this — that 
$1  would  be  given  the  eflBciency  of  $10? 

Mr.  Fairchild.  Yes. 

Mr.  Newlands.  Bnt  it  is  not  done  to  that  extent! 

Mr.  Fairchild.  'Not  to  anywhere  near  that  extent. 

Mr.  Newlands.  Every  dollar  in  this  deposit  and  check  system  can 
be  given  an  efficiency  of  about  four  or  five  dollars,  can  it  not! 

Mr.  Fairchild.  If  you  get  the  capital  and  surplus  of  these  banks  and 
put  the  two  together,  you  get  the  efficiency.  What  I  was  trying  to 
show  was  what  9100,000  of  the  capital  of  a  bank  would  do  if  no  money 
was  deposited  anywhere  except  that  original  $100,000.  I  wanted  to 
exhaust  that  subject  in  order  to  show  what  the  limit  of  the  efficiency 
of  that  $100,000  was  if  the  check  and  deposit  system  was  used  to  its 
uttermost  I  wanted  to  show  that,  in  order  to  prove  that  we  need  not 
have  any  alarm  over  undue  expansion  under  a  bank-note  system,  under 
any  proposed  plan,  where  the  exxmnsion  came,  say,  under  the  desire  of 
people  to  borrow  and  of  lenders  to  lend,  the  concurrence  of  those  two 
forces,  and  that  the  bank  notes  were  only  a  form  in  which  this  was 
carried  out — one  of  the  forms.  That  it  was  a  question  of  the  conven- 
ience of  the  borrower  that  was  subserved,  but  that  credits  were  not 
thereby  expanded  to  any  very  great  extent.  Of  course,  in  a  region 
where  they  do  not  use  the  check  and  deposit  system  at  all,  there  would 
be  more  expansion  in  that  region  by  reason  of  the  fact  that  the  bank 
could  give  the  borrower  some  notes.  There  might  arise  a  case,  and 
perhaps  there  would  be  a  considerable  number  of  them,  where  the  bor- 
rower would  not  borrow  at  all,  and  the  bank  only  transfer  the  thing  as 
a  credit  on  their  books,  and  he  would  draw  against  it,  so  there  could  be 
more  expansion  in  some  localities  with  a  bank-book  system  than  with- 
out it,  but  1  think  the  total  amount  of  the  whole  expansion  would  be  a 
very  small  percentage.    That  was  my  judgment  about  it. 

Mr.  Newlands.  That  is  what  1  understood,  that  the  bank-note 
expansion  would  add  only  about  3  per  cent 

Mr.  Fairchild.  If  it  were  worked  out.  You  remember  I  only  took 
$80,000—1  did  not  take  it  up  to  $100,000— keeping  the  5  per  cent  in 
the  gurantee  fund  and  the  5  per  cent  in  the  other  fund,  and  taking  what 
was  left  as  the  amount  with  which  it  could  start  on  the  check  and  deposit 
system.    Do  I  make  myself  clearY 

Mr.  Newlands.  Yes. 

Mr.  Fairchild.  Then,  you  would  find  that  it  would  work  out,  under 
this  check  and  deposit  system,  with  gnly  80  per  cent  of  those  notes  put 
out,  so  that  the  total  expansion  of  that  bank,  against  its  possible  expan- 
sion without  the  note  system,  was  not  much  more  than  3  per  cent. 

Mr.  Newlands.  That  is  what  I  understood.    Now,  by  the  check  and 
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deposit  system,  as  I  understand  it,  each  dollar  of  cash  in  the  hank  is 
given  a  practical  efficiency  of  four  or  five  dollars.    Is  it  not! 

Mr.  Faibghild.' That  depends  on  the  number  of  timesitis  redeposited. 
It  is  a  matter  of  statistics.  Yon  can  not  tell  exactly  whether  that  has 
come  from  capital  and  surplus  or  from  other  deposits. 

Mr.  NswLANDS.  But  I  am  talking  now  about  the  relation  of  cash  to 
deposits. 

Mr.  Faibohild.  Yes. 

Mr.  Newlands.  If  the  total  cash  in  all  the  banks  of  the  country  is 
$623,000,000,  and  the  total  deposits  of  the  country,  leaving  out  the  sav- 
ings banks  for  the  present,  amounts,  say,  to  93,000,000,000,  you  would 
say,  then,  that  the  efiiciency  of  the  dollar  was  increased  as  1  to  5,  would 
you  nott 

Mr.  Faibohild.  Yes;  about  1  to  5. 

Mr.  Newlands.  The  people  have  practically,  then,  for  $1  of  cash  $5 
in  bank  in  the  shape  of  deposits  which  they  can  use  in  their  exchanges  f 

Mr.  Faibohild.  Apparently. 

Mr.  Newlands.  Then,  for  every  dollar  of  cash  reserve  that  is  with- 
drawn, $4  or  $5  of  bank  credit  must  fall.    Is  not  that  the  caset 

Mr.  Faibohild.  Yes. 

Mr.  Newlands.  Then  it  is  a  matter  of  great  importance,  is  it  nott 

Mr.  Faibohild.  Well,  that  would  not  be  the  case,  mathematically, 
because,  as  I  have  shown  you,  you  can  work  out,  if  you  choose,  a  result 
showing  considerably  more  than  $5. 

Mr.  Newlands.  That  is  true,  but  I  mean  to  say,  if  you  want  to  pre- 
serve the  same  relations  between  cash  and  deposits,  it  would  work  a 
reduction  of  from  $4  to  95  in  credit. 

Mr,  Faibohild.  That  is  true. 

bffeot  upon  business  of  bank  obedits. 

Mr.  Newlands.  What  is  your  experience  as  a  banker  with  reference 
to  these  bank  credits!    What  is  the  effect  upon  business t 

Mr.  Faibohild.  They  raise  the  rates  of  interest,  and  to  a  greater  or 
less  extent  check  business. 

Mr.  Newlands.  Check  business  and  affect  prices,  do  they  not! 

Mr.  Faibohild.  TheyJiave  some  effect  on  the  prices  of  stocks,  often 
not  so  great,  apparently,  as  it  would  seem  they  might  have. 

Mr.  Newlands.  But  that  depends  upon  the  extent  of  the  impair- 
ment of  bank  credits^  does  it  nott 

Mr.  Faibohild.  Yes,  sir. 

Mr.  Newlands.  If  the  bank  deposits,  for  instance,  by  this  system  of 
liquidation  in  New  York,  should  be  reduced  $20,000,000  within  a  month, 
what  effect  would  it  have  upon  business  theret 

Mr.  Faibohild.  Oh,  it  would  not  have  any  effect  at  all  there. 

Mr.  Newlands.  What  are  the  bank  deposits  in  New  York! 

Mr.  Faibohild.  I  forget;  but  $20,000,000  would  not  be  any  appre- 
ciable part  of  them. 

Mr.  Newlands.  What  are  the  cash  reserves  of  the  banks  of  New 
York  altogethert    What  are  they  estimated  att 

Mr.  Faibohild.  I  can  not  carry  those  figures  in  my  head,  but 
$20,000,000  would  not  make  any  difference. 

Mr.  Newlands.  How  about  $20,000,000  of  cash  ! 

Mr.  Faibohild.  A  diminntion  of  $20,000,000  of  cash  would  make  a 
little  difference,  but  not  very  much. 
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THE  PSYCHOLOGICAL  PANIC  OF  1893. 

Mr.  Newlands.  Daring  the  panic  of  1893,  what  was  the  diminution 
of  cash  there  Y 

Mr.  Faibchild.  I  can  not  remember  that. 

Mr.  !Nkwlands.  Well,  that  panic  was  practically  caused  by  the  with- 
drawal of  not  more  than  $40,000,000  or  $50,000,000  of  gold  from  New 
York,  was  it  not! 

Mr.  Faibchild.  I  do  not  think  that  panic  was  caused  by  the  with- 
drawal of  gold  at  all.  I  do  not  know  what  in  the  world  caused  that 
panic.    It  has  always  been  a  mystery  to  me. 

Mr.  Nbwlands.  I  think  the  banks  there  and  the  newspapers,  too, 
had  t^e  hysterics. 

Mr.  Bbosius.  It  was  a  psychological  panic. 

Mri  Nbwlanbs.  But  those  conditions  are  likely  to  occur  again,  are 
they  nott 

Mr.  Faibchild.  No  ;  I  do  not  think  they  are  likely  to  occur  again. 
And  the  history  of  the  world  proves  that  they  appear 

Mr.  Newlands.  Tes;  at  times.  There  is  no  guarding  against  such 
a  x>ossibility.  Stating  it  generally,  and  assuming  that  the  cash  in  the 
banks  to-day  amounts  to  $123,000,000,  and  assuming  that  those  cash 
reserves  iae  diminished  $200,000,000,  what  effect  would  it  have  upon  the 
deposits  of  the  country  Y 

Mr.  Faibchild.  Of  course  the  reserves  would  be  reduced  by  the 
reduction  of  the  deposits.  You  can  not  get  a  deposit  in  a  bank  without 
it  is  carrying  its  own  reserve  with  it.  So  it  is  the  reduction  of  deposits 
that  reduces  the  cash  reserve,  and  not  the  cash  reserve  that  reduces  the 
deposits.    That  thing  takes  care  of  itself. 

Mr.  Newlands.  A  bank  panic  means  that  the  depositors  draw  their 
money  Y 

Mr.  Faibchild.  It  does. 

Mr.  Nbwlands.  a  man  has  a  thousand  dollars  in  a  bank.  The 
bank,  holding  on  to  $100,  $200,  or  $250  of  that  money,  has  a  reserve. 
Then  the  bank  is  called  upon  to  pay  the  whole  thousand  dollars,  and 
in  that  way  the  bank  reserve  is  ddmininished  and  the  deposits  are 
diminished. 

Mr.  Faibchild.  The  deposit  is  diminished,  by  $1,000. 

Mr.  Nbwlands.  And  the  bank  reserve  by  from  $200  to  $250  f 

Mr.  Faibchild.  Yes. 

Mr.  Nbwlands.  So  that  for  every  dollar  the  bank  reserves  you 
retire  $4  or  $5  of  deposits! 

Mr.  Faibchild.  For  every  $5  of  deposits  you  probably  retire  that 
amount  of  cash  reserve,  because  I  must  iuRist  that  the  process  is  through 
the  retirements  of  the  deposits.  That  is  the  only  way  that  the  cash 
goes  out. 

Mr.  Newlands.  That  means  a  bank  panic,  does  it  not,  or  a  stringency 
or  something  of  that  kind,  varying  according  to  the  extent  of  the 
retirement  of  the  deposits;  and  a  run  on  a  bank  means  merely  that  the 
depositors  are  calling  for  their  money? 

Mr.  Faibchild.  That  is  what  it  means. 

Mr.  Newlands.  Very  well,  then;  if  the  deposits  in  the  banks  gen- 
erally are  reduced  by  runs  on  the  banks,  it  means  that  the  conveniences 
of  the  check  and  deposit  system  for  transacting  the  exchanges  of  the 
country  are  diminishing,  does  it  notf 
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Mr.  Fairghild.  Yes;  the  man  wlio  draws  $1,000  and  pats  it  in  his 
pocket  bas  not  the  thousand  dollars  to  cheek  against. 

Mr.  Newlands.  Now,  do  you  think  it  a  wise  thing  to  add  to  the 
liabilities  of  a  bank  in  snch  a  way  as  to  affect  at  all  the  confideuce  in 
this  check  and  deposit  system  Y 

Mr.  Faibchild.  I  should  not  think  so;  no. 

Mr.  Newlands.  That  check  and  deposit  system  is  uaed  to  a  greater 
extent  in  this  country  than  in  any  country  in  the  world,  is  it  notf 

Mr.  Fairghild.  I  would  like  to  add  a  word  to  something  I  have  said 
to  Mr.  Newlauds.  I  am  fond  of  saying  that  if  you  want  to  increase 
the  quantity  of  your  circulating  medium  of  all  kinds — money  being  a 
part  of  it  of  all  kinds,  and  credit,  and  even  unwritten  agreements  by 
men,  being  much  the  larger  portion  of  your  circulating  medium— the 
whole  taken  together,  in  my  mind,  being  the  circulating  medium  of  a 
community  or  a  country — if  you  want  that  to  attain  its  maximunj,  you 
must  see  to  it  that  the  quality  of  every  portion  of  that  medium  is  main- 
tained at  its  maximum.  If  you  do  not,  you  will  have  a  shrinkage  in 
the  whole,  and  in  every  branch  of  it. 

Mr.  Newlands.  I  quite  agree  with  you  as  to  that. 

Mr.  Fairghild.  My  impression  is  this:  Take  that  branch  of  your 
circulating  medium  which  consists  of  credit,  pure  and  simple.  Let  a 
business  fail,  and  not  only  does  that  portion  of  the  circulating  medium 
which  consists  of  its  credit  shrink,  but  all  other  credits  shrink,  the 
amount  of  the  shrinkage  being  governed  by  the  importance  of  that 
failure  and  its  significance;  and  not  only  does  that  portion  of  the  cir- 
culating medium  which  consists  of  credit  shrink,  but  that  portion  which 
consists  of  money  itself  begins  to  shrink,  because  men  begin  to  hoard  it. 

Kow,  then^  reverse  it.  If  you  begin  to  impair  the  quality  of  that  por- 
tion of  the  circulating  medium  which  consists  of  money,  you  then  pro- 
duce a  shrinkage  of  the  whole  circulating  medium — firHt,  of  money, 
because  men  begin  to  hoard  it  or  send  away  the  best;  next,  you 
produce  a  shrinkage  of  that  portion  which  consists  of  credits,  because 
men  begin  to  drag  their  credits,  because  they  are  doubtful  as  to 
what  their  credits  will  be  paid  in.  Therefore  the  underlying  notion 
of  this  commission  and  this  bill  was  that  the  one  thing  that  Gov- 
ernment had  control  over  was  the  quality  of  money.  They  could 
not  improve  it;  they  could  impair  it.  K  they  impaired  it  they  dimin- 
ished the  amount  of  the  circulating  medium.  Our  view  was  that  Gov- 
ernment had  no  more  control  over  the  quantity  of  circulating  medium, 
acting  on  the  question  of  quantity  directly,  than  they  had  over  any 
force  of  nature;  that  they  had  an  indirect  control  over  the  quantity  by 
their  control  over  the  quality,  and  that  their  only  control  in  that  dire<;tion 
was  to  shrink  the  quantity  by  interfering  with  the  quality  of  that  which 
was  acceptable  to  mankind  as  a  whole.  That  was  our  theory,  and  our 
theory  was  that  under  this  plan  we  were  giving  to  this  country  the 
maximum  of  circulating  medium  which  it  was  possible  for  the  laws  of 
nature  and  the  laws  of  man  combined  to  give.  That  was  our  theory, 
and  that  is  my  theory.  I  think  it  is  fair  to  state  that,  because,  as  I  have 
said,  there  is  a  difference  between  gentlemen  of  your  school,  Mr.  New- 
lands,  and  mine  as  to  the  functiousof  Government  in  the  whole  matter. 

[Thereupon,  at  4  o'clock  p.  m.,  the  committee  adjourned  until  the 
following  morning,  January  18, 1898,  at  10.30  o'clock  a.  m.j 
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COKMITTEE  ON  BANKING  AND  OUBRENOY, 

Waahingtonj  D.  0.,  January  16y  1898. 

FIFTH  DAT. 

The  committee  met  at  10.30  a.  m.,  Hon.  Joseph  H.  Walker  in  the 
chair. 

Present:  Messrs.  Walker,  Broslus,  Johnson,  Van  Voorhis,  McOleary, 
Fowler,  Spalding,  Hill,  Mitchell,  Capron,  Cox,  Newlands,  Stallings,  and 
Ermentrout. 

8TATEMEHT  OF  HOH.  LTMAH  J.  GAGE,  SECBETABT  OF  THE  TEEAS- 
UBT,  AHD  OF  HON.  CHARLES  8.  FAI&CHILB,  OF  IfEW  TOBK,  A 
MEMBEB  OF  THE  MOVETABT  COMMISSIOH  AND  EX-SECBETABT 
OF  THE  TBEASUBT— ContinnecL 

The  Chairman.  Mr.  Gage,  in  reply  to  the  question  as  to  what  your 
scheme  was  tentative  to,  and  to  what  you  looked  as  final,  you  made  a 
statement  which  is  in  the  record.  Upon  reading  your  answer  to  the 
question,  are  you  satisfied  with  itt    [See  page  14'^.] 

Secretary  Gage.  Yes,  sir;  it  might  be  somewhat  extended,  but  I 
think  the  idea  is  covered  in  that. 

The  Chairman.  Mr.  Fairchild,  you  listened  to  the  statement  of  Mr. 
Gage;  do  you  agree  with  his  ideat 

Mr.  Fairchild.    Yes. 

The  Chairman.  Now,  gentlemen,  I  desire  to  ask  a  question  or  two 
as  to  a  '^  true  bank  currency"  for  the  purpose  of  getting  it  in  the  record, 
so  the  people  reading  the  record  will  know  what  we  are  talking  about. 
A  bank  keeps  at  all  times,  in  the  regular  conduct  of  its  business,  assets 
more  than  equal  to  every  obligation  against  it,  including  its  currency 
notes! 

Secretary  Gage.  Yes,  sir. 

The  Chairman.  Secondly,  a  bank  pays  out  every  dollar  it  puts  in 
circulation  upon  the  receipt  ft^om  the  person  taking  it  of  ample  security 
for  its  redemption! 

Secretary  Gage.  That  is,  in  good  practice  and  theory. 

The  Chairman.  Thirdly,  the  currency  of  a  bank  is  "redeemed  at  its 
place  of  redemption  by  its  general  "current  fund'' — which  are  titles  to 
products,  and  which  are  in  the  hands  of  another  bank  that  acts  as  its 
a^ent  in  redeeming  its  notes,  and  not  in  actual  coin! 

Secretary  Gage.  What  do  you  mean  by  "current  funds F 

The  Chairman.  I  will  put  it  differently.  In  the  current  funds  that 
it  has  on  deposit  in  its  correspondent  bank  for  the  purpose  of  meeting 
all  its  obligations,  including  its  currency  notes! 

Secretary  Gage.  Yes  sir;  that  is  true. 

The  Chairman.  On  the  other  hand,  a  Government  gets  nothing  in 
the  regular  course  of  its  business  when  it  pays  out  its  own  currency, 
aiid  the  coin  must  be  constantly  carted  into  the  vaults  to  redeem  and 
carted  out  in  redemption  of  paper  money. 

Secretary  Gage.  The  first  part  of  the  statement  is  correct,  that 
when  the  Government  pays  out  it  does  not  acquire  anything  which  it 
keeps  to  serve  as  an  ultimate  redemption  for  the  note  it  pays  out.  The 
note  it  pays  out  is  in  consideration  for  services  already  rendered  or  for 
goods  and  commodities  already  received  and  used. 

The  Chairman.  If  you  will  turn  to  page  175  of  the  Treasurer's 
report  for  1897  you  will  find  that  there  was  redeemed  at  the  Treas- 
ury last  year  $113,000,000,  total  redemption  of  national-bank  notes. 
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In  tbe  second  column  of  the  table  you  will  see  there  was  $33,000,000 
of  money  that  was  actually  sent  out  by  express ;  that  is  to  say,  about  one- 
third.  The  rest  of  the  redemption  was  in  checks  on  the  suotreasaries 
sent  to  banks,  as  1  understand! 

Secretary  Gage.  Yes,  sir. 

The  Chairman.  Now,  it  is  equipped  with  funds,  either  g^reenbacks  or 
coin ;  if  it  was  coin  redemption,  that  coin  had  to  be  carted  into  the  sub- 
treasury  from  some  source  in  order  to  meet  the  balance  of  $80,000,000 
redemption  ? 

Secretary  Gage.  That  would  be  supplied  in  some  manner. 

The  Chairman.  Then  the  answer  to  my  question,  of  course,  is  in  the 
affirmative;  that  is,  potentially  affirmative? 

Secretary  Gage.  That  is  substantially  correct. 

The  Chairman.  The  currency  issued  by  a  government  can  not  be 
redeemed  in  general  current  funds — which  are,  of  course,  the  titles  to 
products — for  it  has  none  and  can  get  none.  The  bank  must  send  it 
specie  to  redeem  its  notes  with,  or  the  government  must  get  specie  by 
taxation  or  selling  bonds — one  or  the  other  method t 

Secretary  Gage.  I  see  no  other  avenues. 

The  Chairman.  I  want  to  call  your  attention  to  the  taxes  proposed 
in  the  bill  prepared  by  Secretary  Gage  and  ex-Secretary  Fairchild. 

Mr.  Brosius.  I  would  like  to  ask  if  you  mean  that  these  propositions 
embody  the  theory  of  banking. 

The  Chairman.  And  the  practice. 

Mr.  Brositjs.  Do  you  mean  to  say  these  propositions  express  the 
actual  practice  of  banks  always? 

The  Chairman.  I  do. 

Mr.  Brosius.  I  can  not  give  my  unqualified  assent  now,  and  at  some 
time  I  would  like  some  explanation  of  these  propositions. 

The  Chairman.  Now  is  the  time  to  record  it. 

Mr.  Brosius.  You  say  a  bank  keeps  at  all  times,  in  the  regular  con- 
duct of  its  business,  assets  more  than  equal  to  every  obligation  against 
it,  including  currency  notes.  If  that  is  so,  no  bank  could  ever  break 
up,  and  banks  are  breaking  up. 

The  Chairman.  I  do  not  mean  insolvent  banks;  I  mean  sound  banks. 

Mr.  Brosius.  That  is  an  exception  to  the  proposition. 

The  Chairman.  It  is  implied  in  the  questions. 

Mr.  Brosius.  In  the  second  place,  you  say  the  bank  pays  out  every 
dollar  it  puts  in  circulation  upon  the  receipt,  from  the  person  taking  it, 
of  ample  security  for  its  redemption.  If  that  is  true  there  would  be  no 
bad  debts.  If  all  the  money  paid  out  is  secured  by  ample  securities, 
when  are  notes  discounted  by  a  bank  not  good  at  all? 

The  Chairman.  I  am  speaking  of  a  sound  bank. 

Mr.  Brosius.  Then,  if  it  is  the  theory  of  banking,  it  is  all  right. 

The  Chairman.  No;  it  is  not  the  theory  only;  it  is  the  actual 
practice. 

Mr.  Brosius.  In  the  average  of  banks! 

The  CHi^iRMAN.  No;  I  mean  to  say  that  where  a  bank  pays  out  its 
currency  notes  it  always  takes  from  the  man  who  receives  the  currency 
what  it  considers  to  be  sound  securities — ^it  may  be  mistaken,  but  what 
it  considers  are  at  the  time  sound  securities — ^for  more  than  it  pays  out 
in  currency  notes. 

Mr.  Brosius.  That  is  right,  but  that  is  a  totally  different  proposi- 
tion. 

The  Chairman.  No,  sir;  the  second  proposition  is  that  the  man  him- 
self, as  a  matter  of  fact,  in  good  banking  redeems  himself  the  notes  that 
he  takes  from  the  bank.    That  would  come  in  a  little  later,  but  I  put 
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it  in  now.  Namely,  the  banks  take  tlie  time  note  of  the  borrower  on 
ninety  days,  and  if  its  currency  is  averaged  to  be  redeemed  once  in 
every  ninety- two  days,  foar  times  a  year,  the  man  who  took  the  currency 
for  the  proceeds  of  the  discounted  note  actually  deposits  the  funds  in 
the  bank  which  redeems  that  currency.  That  is  not  theoretical,  but 
practical,  banking.  These  propositions  are  absolutely  true,  and  can  be 
found  in  the  active  banking  of  France,  Germany,  England,  Scotland, 
Canada,  and  every  other  country  that  has  a  sound  and  true  banking 
currency;  and  you  can  not  have  sound  banking  where  the  public  treas- 
ury is  the  redeemer. 

SECURITY  PROYISIONS. 

Now,  Mr.  Gage,  I  want  to  call  attention  to  other  facts.  In  both  the 
bills,  that  prepared  by  yourself  (H.  B.  5181)  and  that  prepared  by  the 
commission  (H.  B.  5855),  certain  provisions  are  made  to  secure  the  Gov- 
ernment against  loss  and  to  secure  the  public  against  loss  in  the  issue 
of  currency. 

I  haYC  prepared  a  table,  which  appears  as  Table  H,  in  the  pamphlet 
of  ^^  suggestions  and  tables  submitted  to  the  Committee  on  Banking 
and  Currency  by  the  chairman,"  etc.  [see  page  369  of  this  volume], 
giving  diita  as  to  insolvent  national  banks,  capital,  claims  paid,  ana 
difference  between  the  capital  and  claims  paid;  that  is  to  say,  if  every 
one  of  the  banks  that  failed  had  issued  currency  to  its  utmost,  the 
differences  are  shown  in  that  table.  I  will  read  only  the  conclusions. 
It  appears  that  in  twenty-eight  years  the  total  losses  on  currency 
under  the  bill  prepared  by  myself  (H.  B.  3333)  could  not  by  any  pos- 
sibility have  been  more  than  $6,437,170,  and  for  the  whole  thirty-two 
years  115,819,851.  In  the  last  four  years,  namely,  1893, 1894, 1895,  and 
1890,  they  were  99,382,681.  The  average  difference  between  the  claims 
paid  and  the  total  capital  in  twenty-eight  years  was  only  $230,000  in 
round  numbers,  and  in  the  whole  thirty-two  years  it  was  $494,000, 
average.  In  the  last  four  years  it  was  $1,609,272,  which  happened  to 
be  the  years  of  the  last  Administration.  Now,  the  largest  difference  in 
any  one  year,  as  you  will  notice,  was  in  the  year  1893,  of  $2,815,764. 

I  want  to  call  your  attention  to  this  fact,  that  the  tax  of  one- half  of 
1  i>er  cent,  which  is  provided  in  the  bill  drawn  by  the  chairman,  on 
only  $46,000,000  currency,  in  round  numbers,  will  pay  the  average 
deficiency  for  the  first  twenty-eight  years,  aud  the  tax  on  $99,000,000 
currency  will  pay  the  average  for  the  whole  thirty-two  years,  including 
the  last  four  years. 

Mr.  Spalding.  What  is  this  difference  in  the  third  column  Y 

The  Chairman.  It  is  the  difference  between  the  capital  of  the  insol- 
vent banks  and  the  total  claims  paid  by  insolvent  banks.  Furthermore, 
one-half  of  1  per  cent  on  $322,000,000  would  pay  the  average  losses  of 
those  four  disastrous  years,  and  a  half  per  cent  tax  on  $563,000,000 
would  have  paid  the  losses  in  the  most  disastrous  year  of  the  whole 
thirty-two.  Now,  by  Secretary  Gage's  estimate,  $550,000,000  currency 
would  be  taken  out  under  his  bill  in  the  near  future.  Mr.  Fairchild,  as 
I  understand,  estimates  as  much  under  the  commission  bill. 

Mr.  Fairchild.  I  should  think  so  much,  at  least. 

The  Chairman.  Probably  more.  The  amount  that  would  be  taken 
out  under  bill  H.  B.  3333  is  stated  on  page  27  of  the  <^  Statement, 
etc."  [See  page  381 .]  That  is  to  sav,  of  the  $346,000,000  of  legal- 
tender  notes,  $146,000,000;  of  the  $376,000,000  silver  certificates, 
which  silver  would  be  in  the  cash  reserve  of  banks,  there  would  be 
$200,000,000  under  that  bill;  of  the  $229,000,000  national-bank  notes 
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of  course  all  would  be  absorbed,  and  these  notes  would  be  immediately 
taken  out;  footing  up  $575,000,000.    And  I  estimate  that  within  two 
years,  by  new  banks  established  all  over  the  country  where  under  the 
national  banking  law  now  they  can  not  be  established,  there  would 
be  taken  out  $225,000,000  more,  making  altogether  $800,000,000  which 
would  be  taken  out  in  the  very  near  future  under  that  bill. 
Mr.  Spalding.  What  do  you  mean — taken  out  of  circulation t 
The  Chairman.  Taken  of  the  Government  and  put  into  drcolatioii 
by  the  banks. 
Mr.  Nbwlands.  To  what  bill  do  you  refer!  • 

The  Chairman.  I  refer  to  bill  H.  B.  3333,  drawn  by  Joseph  H. 
Walker,    I  submit  the  following  statement: 


JkB  TO  THB  8AFRTT  OF  BANS  NOTBO. 


[See  page  369.] 


All  insolTent  national  banlu,  from  1866  to  1897,  which  did  not  pay  olalms  equal  to 
their  capital: 
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1867 

170.302 

1868 

33,34G 

1869 

106,741 

1870 

1871 

1872 

87.470 

1873 

827. 57S 

1874 

68.332 

1875 

403,586 

1876 

255.320 

1877 

876, 2« 

1878 

090.017 

187» 

416,904 

1880 

903,977 

1881 

1882 

1883 

1884 

153.041 

1885  

1886 

46,677 

1887 

48,062 

1888 

616.993 

188tf 

1890 

209,411 

1891 

1,458,424 

1682 

637,892 

ears.. 

Anonnt  {n  28  t 

6^487.170 

1893 .'. 

36 
19 
28 
24 

2,815.764 

1894 

1,665,053 

1895 

2,700,879 

1896 

2,210,985 

i32  y 
.1893, 

then 
the  V 
laet4 
my  1 

Total  amount  ii 

15.819,851 

▲moant  in  four  yean 

1894,  m 
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)5.  and  1896 

0,382,681 

eara •....••..•.............■.■... 

Arerage  difference  in 
Average  difference  in 
Average  difference  in 
Largeet  difference  in  i 

229,898 

vAsn 

494.370 

1,609,272 

2,815,764 

Tax  on 

currency. 
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currency. 
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of  1  Der  cent ...••.•• 

$45,979,600 

08. 874, 000 

821, 854. 400 

563,152.800 

1289.898 

494.370 

of  1  Der  cent.. .... ................................................... 

1,609.272 
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Sdcreiary  Gage  estimates  $550,000,000  would  be  taken  oat  under  his  bill  (H.  R. 
5181)  in  the  near  future. 

Ex-Secretary  Fairchild  as  much  under  hill  H.  R.  5855. 

The  amount  that  will  be  taken  out  immediately  under  hill  H.  R.  8333  is  stated  on 
page  381  of  this  volume,  as  follows : 

Of  the  $346,000,000  legal-tender  notes $146,000,000 

Of  the $376,000,000 silver  certificates 200,000,000 

Of  the  $229,000,000  national-bank  notes 229,000,000 

Immediately  taken  out 575,000,000 

Probable  increase  by  1890  of 225,000,000 

Total  amount  in  circu lation  in  the  near  future 800, 000, 000 

The  Chairman.  The  point  I  make  is  that  ^^a  sufficiency  is  enough." 
I  once  found  that  in  a  prescription,  and  I  asked  an  apothecary  what  it 
meant*,  and  he  said  sufficiency  means  enough,  and  enough  is  enough. 
Now,  as  every  dollar  taken  out  of  a  bank  by  taxation  in  any  form  more 
than  is  necessary,  and  accumulated  anywhere,  must  necessarily  increase 
the  rate  of  interest  to  the  borrower  by  what  the  banks  could  earn  on 
it,  I  want  to  know  how  we  are  justified  in  imposing  a  tax  more  than 
experience  shows  would  make  the  currency  absolutely  safe,  which  both 
of  your  bills  do  impose,  it  seems  to  me. 

Secretary  Oage.  I  would  answer  that  when  experience  showed  it 
was  more  than  enough,  then  it  would  be  reduced. 

The  Chairman.  You  stated  distinctly  that  in  your  proposition  you 
raise  several  very  large  sums — about  twenty  times  or  thirty  times  as 
much  as  necessary,  as  I  remember  it. 

Secretary  Gage.  About  twelve  times.  I  did  say  if  the  failed  banks, 
three  hundred  and  thirty  in  number,  I  think,  had  issued  circulation  in 
conformity  with  my  proposition  and  had  paid  the  tax  of  2  per  cent 
on  the  unsecured  circulation  as  required,  they  would  have  paid  into 
tlie  Treasury  for  a  guaranty  fund  $2,600,000,  while  the  losses  would 
have  been  a  little  over  $200,000,  or  about  twelve  or  thirteen  times  as 
much  as  was  necessary;  but  this  was  figuring  on  the  past.  Ihe  proiK>- 
sition  involved  some  new  conditions,  conditions  where  the  probabilities 
are  the  issues  will  be  availed  of  not  by  the  stronger,  well-fortified  cen- 
ters, where  banking  experience  and  highest  securities  perhaps  exist, 
bat  will  be  availed  of  in  rural  and  new  communities  where  things  are 
not  settled,  and  where  the  risks  of  banking  are  the  largest  in  many 
re8i>ects,  where  they  are  inexperienced  in  managing  a  bank  and  where 
a  very  wide  margin  has  to  be  provided  in  view  of  that  fact,  and  as 
experience  may  be  gained  it  is  very  easy  to  reduce  the  conditions  in 
the  way  of  tax.    That  was  my  thought.    It  may  be  that  I  went  too  far. 

Mr.  Fairchild.  That  was  substantially  our  notion,  that  this  was  not 
a  close  prohibitory  requirement  of  5  per  cent  which  we  provided,  but 
it  was  ample  under  any  contingencies  which  we  thought  might  arise, 
and  we  felt,  as  Secretary  Oage  says,  that  because  of  a  hesitation  as  to 
becoming  responsible  for  all  banks  stronger  banks  might  be  kept  out. 
If  they  did  we  had  provided  enough  to  make  the  notes  perfectly  secure. 
We  thought  it  was  well  to  make  it  large  enough  to  give  perfect  confi- 
dence and  to  make  it  entirely  safe. 

The  Chatbmaw.  Is  not  the  principle  upon  which  every  guaranty 
fund  in  the  way  of  life  insurance,  fire  insurance,  and  every  other  busi- 
ness is  made  is  to  keep  the  premium  or  guaranty  fund  somewhere  in 
close  relation  to  what  has  been  the  experience  of  losses  in  the  pastY 

Mr.  Faibohild.  But  I  think  every  wise  insurance  company  collects 
iu  its  premiams  more  than  that,  so  that  they  accumulate  a  surplus. 
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The  Ohatbman,  Do  you  think  there  is  an  insurance  company  in  this 
country  that  in  any  way  approaches  the  depletion  of  the  ftinds  of  its 
patrons  to  the  extent  that  both  of  these  bills  deplete  the  funds  of  the 
bank  in  extra  and  unreasonable  insurance f 

Mr.  Faibohild.  I  would  not  say  it  was  unreasonable,  but  I  would 
say  it  was  extra.  I  would  say  it  was  reasonable,  in  that  the  reason  for  ^ 
it  was  to  give  greater  assurance,  to  do  away  with  the  natural  hesita-  ^j 
tion  and  timidity  of  men  as  to  entering  into  the  system.  The  tax  is  I 
not  one  that  would  be  sufficient  to  prevent  their  entering,  but  it  is  large  , 
enough  to  give  the  assurance  to  the  stronger  banks  that  if  they  do  i 
enter  there  will  be  no  risks  of  loss  to  them  because  of  the  weaker  banks,  I 
and  the  contribution  will  be  greater  to  take  care  of  it. 

The  Chaibman.  Is  it  not  a  fact  that  the  weakest  banks,  and  the 
banks  you  describe  as  weak  under  the  present  system,  which  hold  the 
same  relation  to  the  total  of  banks,  have  been  the  banks  which  failed 
under  the  existing  system,  so  that  we  can  reason  safely  from  them-- 
and  then,  again,  this  system  has  become  old;  this  system  is  adminis- 
tered better  to-day  than  it  was  when  it  began,  and  the  experience 
under  existing  banks  would  be  likely  to  show  a  larger  relative  loss  in 
the  past  than  we  may  expect  in  the  future. 

Mr.  Faibghild.  You  think  the  losses  will  be  larger  in  the  futuref 

The  Ohaibman.  Ko,  sir;  I  think  losses  will  be  smaller.  The  toss 
will  probably  be  less  by  the  insolvency  of  banks  as  business  settles 
down,  and  it  will  be  less  in  the  next  thirty  years  than  in  the  past  thirty. 
Do  you  not  think  soY 

Mr.  Faibohild.  I  think  it  will  be  less  relatively,  and  under  this  bill 
of  the  commission  you  know  that  5  per  cent  is  to  be  returned  to  the 
bank  unless  there  is  circulation.    You  understand  thatf 

The  Ohaibman.  While  it  lives  the  bank  loses  three-tenths  of  1  per 
cent  interest  on  its  total  capital,  under  your  billY 

Mr.  Faibghild.  And  the  interest  which  has  been  earned  upon  it  by 
its  investment  remains  as  a  permanent  addition  to  the  fand.  They  do 
not  get  that  back.  So  far  as  that,  we  have  made  the  sectirity  ample  in 
introducing  a  system  like  this,  which,  although  not  at  all  new,  is  novel 
to  this  generation.  We  thought  it  better  to  err  on  the  side  of  great 
security.  When  experience  demonstrated  what  we  believed  to  be  the 
wonderful  security  of  it,  why,  then  would  be  the  tim«  to  call  for  a 
reduction  of  the  guarantee  fund,  and  of  course  we  appreciate  that  there 
should  be  no  greater  amount  in  that  than  is  necessary  for  the  purpose 
for  which  it  is  created. 

Mr.  Oox.  I  understand  in  your  bill  a  5  per  cent  safety  fund  is  pro- 
vided— I  will  call  it  a  safety  fund  for  the  present — and  in  the  Secretary's 
bill  there  is  a  2  per  cent  fhnd.  Am  I  right  that  the  commission's  bill 
goes  a  step  farther,  and  if  that  fund  should  ever  become  exhausted— of 
course,  I  am  not  going  on  the  argament  of  whether  it  will  or  will  not— 
but  if  it  should  become  exhausted,  your  bill  provides  that  you  can  then 
assess  the  banks  and  make  it  good,  while,  as  I  understand  it,  the  Sec- 
retary's bill  stops  at  the  2  per  cent,  without  any  power  of  assessment  if 
the  fand  should  be  exhausted.    Am  I  correct  in  that,  Mr.  Secretary  Y 

Secretary  Gage.  Yes,  sir. 

Mr.  Oox.  So  there  is  the  main  difference  in  the  pending  bills  t 

The  Ohaibman.  You  will  remember  there  is  Mr.  Fowler's  bill  and 
my  own. 

Mr.  Oox.  I  am  trying  to  get  the  difference  of  these  two  now.    Would 
you  be  willing,  Mr.  Secretary^  to  incorporate  in  your  bill  the  proposition 
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tot  assessment  upon  the  banks  to  make  good  the  defaalt  in  case  the 
2  per  cent  was  not  ample  and  safficientf 

Secretary  Gage.  Before  I  answer  directly  that  question  I  woold  like 
to  say,  in  considering  the  percentage  of  this  safety  fund,  which  in  the 
case  of  the  commission's  bill,  you  say,  and  say  correctly,  is  5  per 
cent,  while  under  the  bill  called  mine  it  is  2  per  cent,  that  the  risks 
which  are  required  to  be  secured  against  are  very  different  in  the  two 
bills. 

Mr.  Cox.  That  is  very  true. 

Secretary  Oage.  And  they  would  have  to  be  examined  in  reference 
to  the  measure  of  risks  that  the  two  bills  involve  in  the  question  of 
bank-note  issue.  Kow,  as  to  the  proposition  to  hold  these  banks  in  a 
mutual  resxK)nsibility  for  the  deficiency,  perhaps  it  may  be  necessary  to 
do  that,  but  it  would  be  unfortunate,  if  necessary,  because,  in  my 
opinion,  it  would  operate  to  keep  out  those  that  we  ought  to  have  in — 
the  most  conservative.  A  banker,  quite  contrary  to  public  opinion, 
stands  alone.  He  wants  to  manage  his  own  business  and  he  does  not 
want  to  manage  that  of  anybody  else — I  mean  his  neighboring  bank- 
ers— and  he  does  not  want  anybody  else  to  manage  his.  Under  the 
national  law  he  is  willing  to  have  an  examination  twice  a  year  and  a 
report,  and  be  obedient  to  discipline,  but  he  does  not  want  to  be  respon- 
sible for  other  banks  and  their  liabilities.  This  liability  would  operate 
to  force  banks  to  make  up  the  losses  that  would  be  occasioned,  in  his 
opinion,  by  somebody  else's  act,  not  his  own,  which  would  be  objection- 
able to  many  and  would  operate,  to  a  degree,  to  restrict,  as  I  have 
already  remarked,  the  functions  of  bank-note  issue  of  those  who  are 
the  best  calculated  to  exercise  it.  Nevertheless,  as  to  the  tax  of  2 
per  cent  imposed  by  me,  or  as  to  this  feature  of  mutual  liability,  those 
are  questions  I  would  be  quite  willing  to  leave  to  the  opinion  of  the 
majority  of  this  committee  after  you  have  given  the  full  study  you  are 
going  to  give  to  it  and  are  giving  to  it,  because  it  is.  a  matter  of  mere 
estimate  and  opinion,  and  my  wisdom  will  not  be  any  better  than  yours 
when  you  get  through  studying  the  question. 

Mr.  Oox.  In  that  connection  your  opinion  would  be  that  if  one  bank 
was  forced,  or  all  the  banks  were  forced,  to  guarantee  each  other  it  would 
become  a  serious  objection  to  many  banks  and  many  men  going  into  the 
system  f 

Secretary  Oage.  I  think  so. 

Mr.  Oox.  They  do  not  want  to  go  security  for  banks  or  people  they  do 
not  know  anything  about? 

Secretary  Oage.  That  is  the  principle. 

change  of  system  should  be  gbadual. 

Mr.  FowLEB.  Mr.  Oage,  is  it  not  your  opinion  that  in  entering  ux>on 
a  system  of  credit  currency  in  this  country,  so  far  as  we  hiay  be  able  to 
ascertain  the  amount  of  secured  currency  that  would  be  in  normal  use 
the  year  around,  it  would  be  desirable  to  have  that  much? 

Secretary  Oage.  When  you  say  "secured,"  you  mean  secured  sub- 
stantially under  the  present  methods? 

Mr.  FowLEB.  Yes^sir;  bond  secured,  and  temporarily,  I  mean. 

Secretary  Oage.  I  agree  with  you  that  a  change  from  a  circulating 
system  such  as  we  have  now,  secured  by  the  deposit  of  bonds  with  a 
pnblic  trustee,  to  a  system  where  no  such  deposits  are  required,  would 
be  a  radical  change,  so  radical  perhaps  as  to  excite  fearsj  and  that  it 
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would  be  better  to  move  off  from  this  basis  on  to  the  basis  of  misecared 
circalation  gradually. 

Mr.  Fowler.  Woald  it  not,  then,  be  a  desirable  process  of  evoiation 
t<o  start  with  the  amouut  of  secured  currency  that  was  equal  to  tbe 
amount  of  normal  currency  re(]uiied,  and  retire  one-fourth  of  that 
amount  in  1905,  and  another  one  fourth  of  that  amount  in  1910,  aDd 
another  one-fourth  of  that  amount  in  1915,  and  the  remaining  onefourth 
by  1920;  would  not  that  process  of  evolution  be  desirable  in  passing 
into  a  system  of  credit  currency  T 

Secretary  Gaoe.  I  think  some  such  system  of  movement  would  be 
desirable.  Whether  you  can  arbitrarily  fix  it  now  as  to  dates  and  per- 
centages is  another  question.  I  doubt  it.  My  propositions,  as  yoa 
perhaps  remember,  involve  the  right  of  a  bank  to  take  a  certain  amoant 
of  circulation  secured,  as  at  present,  by  bonds,  and  then  issue  20  per 
cent  of  its  capital  in  unsecured  notes.  That  is  about  as  far  as  I  think 
I  would  be  prepared  to  go  at  present.  As  the  Oovernment  debt  is 
reduced,  as  these  unsecured  notes  are  amply  provided  for,  and  as  the 
burden  of  providing  public  bonds  will  perhaps  grow  greater  and  greater, 
and  the  advantages  of  unsecured  notes  be  more  and  more  realized,  then 
a  modification  of  the  law  could  be  made,  enlarging  the  scope  of  the 
unsecured  circulation  of  the  banks,  and  so  we  could  find  our  way  from 
the  present  system  to  the  proposed  system  in  the  light  of  future  expe- 
rience and  not  try  to  accurately  determine  it  now  in  advance.  That  is 
my  point. 

Mr.  FowLBB.  In  the  light  of  the  facts  of  the  10  per  cent  tax  on 
State  bank  issues,  would  you  not  be  able  to  so  weight  the  credit  car- 
reucy  to  be  issued,  by  a  graduated  tax,  as  to  absolutely  prevent  an 
undue  or  dangerous  amount  of  issue? 

Secretary  Gagb.  I  can  not  say  just  at  the  present  moment  whether 
it  might  or  not. 

Mr.  FowxBB.  Well,  the  10  per  cent  tax  on  State  issues  prohibited 
themY 

^Secretary  Gage.  Absolutely  prohibits  them. 

Mr.  FowiiEB.  An  8  per  cent  tax  would  absolutely  prohibit  themt 

Secretary  Gage.  Yes,  sir. 

Mr.  FowLEB.  A  6  per  cent  tax  would  absolutely  prohibit  note  issues 
except  in  times  of  panic;  would  it  notY 

Secretary  Gaoe.  Yes;  but  where  you  get  just  to  the  point  where  it 
would  properly  permit  and  properly  prohibit,  that  is  another  question. 

AMOUNT  OF  SEOUBED  AND  OBBBIT  OIBOULATION. 

Mr.  Hill.  Your  bill  arbitrarily  fixes  the  secured  circulation  at  four- 
fifths  of  the  total  amount  and  the  credit  circulation  at  one-fifth  f 

Secretary  Gage.  Yes,  sir. 

Mr.  Hill.  The  Monetary  Gommission  bill  absolutely  fixes  the  secured 
circulation  at  25  per  cent  of  the  capital  and  an  option  of  credit  circula- 
tion beyond  that  Now,  I  want  to  make  this  suggestion,  and  I  ask  your 
opinion  upon  it,  whether  it  would  not  be  desirable  to  rather  compro- 
mise both  of  those  propositions  by  making  it  necessary  that  they  should 
take  25  per  cent  of  secured  circulation  and  make  it  optional  with  the 
bank  to  take  more  secured  circulation  if  they  chose  to  do  so,  and  so 
gradually  come  into  the  credit  system,  rather  than  be  forced  by  the 
action  of  the  law.  Leave  that  option  upon  them  for  the  foture — ^to  go 
beyond  the  25  per  cent  of  secured  circulation  if  they  desired  to  do  so 
and  were  better  situated  and  had  a  fear  in  regard  to  the  credit  system 
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which  yoa  have  just  sagfgested.    It  audoubtedly  exists  in  the  minds  of 
bankers,  especially  the  larger  ones. 

Mr.  Gox.  Yonr  point  is  that  going  beyond  the  25  per  cent  would  be 
optional  t 

Mr.  Hill.  Under  the  terms  of  the  Monetary  Commission  bill.  I  should 
prefer  to  leave  it  wide  open  and  have  it  optional  to  them  to  take  either, 
as  they  plense;  but  take  the  commission  bill  at  25  per  cent,  would  you 
not  think  it  perhaps  a  fair  comx)romise  to  leave  the  option  to  the  bank, 
with  this  proviso,  that  if  they  take  the  additional  secured  circulation, 
upon  that  secured  circulation  they  should  not  be  required  to  deposit  a 
guaranty  fund  or  be  subject  to  the  tax!  Do  you  not  think  many  of 
the  banks,  especially  the  larger  banks,  would  accept  such  a  proposition 
much  more  readily  than  the  compulsory  terms  of  the  other  bill? 

Secretary  Gage.  I  am  inclined  to  think  they  would,  and  I  think  the 
suggestion  is  a  very  good  one  and  entitled  to  the  most  serious  con- 
sideration. 

Mr.  FowLEB.  Do  you  not  think,  inasmuch  as  the  circulation  in  the 
I>a8t  has  been  taken  out  very  largely  by  country  banks,  even  up  to  75  per 
cent,  approximately  there  ought  to  be  a  diiTerenee  with  regard  to  the 
I>ercentage  of  circulation  that  the  banks  in  the  country  should  take  out 
as  compared  with  the  banks  of  the  cities,  or  the  privileges  they  should 
have  to  take  it  outt 

Secretary  Gage.  Well,  I  should  hate  to  see  any  discrimination  made 
against  auy  section  or  bank  because  of  its  size  or  its  locality. 

Mr.  l^owLER.  Is  it  not  true  that  if  the  banks  were  allowed  to  take 
oat  nny  amount  of  circulation  up  to  the  par  of  the  bonds,  as  Mr.  Hill 
has  just  suggested,  in  all  human  probability  the  banks  in  the  cities 
would  at  once  seize  the  bonds,  if  there  were  any  profit  in  them,  and  hold 
them  away  from  the  country  banks,  and  is  it  not  a  fact  that  the  secured 
currency  they  issue  is  wanted  in  the  country  and  should  be  reserved 
in  a  larger  proportion  to  the  country  than  to  the  cities  f 

Secretary  Gage.  That  is  secured  circulation f 

Mr,  Fowler.  Yes,  sir. 

Secretary  Gage.  I  do  not  think  the  secured  circulation  is  worth  a 
cent  to  the  country  in  any  form  at  all. 

Mr.  Fowler.  If  there  is  any  profit  in  it! 

Secretary  Gage.  It  may  be  a  profit  to  the  banks,  but  we  are  not 
considering  them — at  least  I  am  not  trying  to;  I  am  considering  the 
people. 

Mr.  Fowler.  As  a  matter  of  fact,  if  a  bank  is  profllable  in  the 
country  it  can  afford  to  lower  the  rate  of  interest  more  than  if  it  was 
unprofitable,  and  therefore  it  is  the  people  in  the  country  I  am  seeking 
to  protect  as  against  the  great  cities. 

Secretary  Gage.  Yes;  it  would  be  an  indirect  benefit. 

Mr.  Nbwlands.  Mr.  Secretary,  Mr.  Fowler  in  one  of  his  questions 
used  the  term  "  normal  circulation,"    What  do  you  understand  by  that! 

Secretai  y  Gage.  I  do  not  understand  anything  by  it.  I  do  not  know 
what  is  normal  and  I  do  not  believe  anybody  does  or  can  tell;  the  law 
of  supply  and  demand  operates,  and  that  determines  what  is  normal. 

The  Chairman.  And  whatever  that  shows  is  taken  out  is  normal  f 

Secretary  Gage.  I  think  so. 

Mr.  Fowler.  Then  it  does  mean  something? 

The  Chairman.  It  means  that  whatever  circulation  averages  to  be 
taken  out  is  thus  shown  to  be  normal. 

Secretary  Gage.  With  that  correction  of  my  expression  as  to  what 
the  word  meant,  I  should  say  yes. 
OUR 12 
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BLASl^ICITY  OP  OIBOULATION. 

Mr.  Nbwlands.  Is  it  expected  that  the  circulation  that  these  bills 
call  for  will  have  the  elemeut  of  elasticity! 

Secretary  Gage.  It  is  expected  it  will. 

Mr.  Newlands.  As  a  matter  of  fact,  is  not  this  bank  circulation 
practictally  an  extension  of  the  check  and  deposit  system! 

Secretary  Gage.  Which  system;  the  proposed  one! 

Mr.  Nbwlands.  Under  these  two  bills.  Not  secured  circulation,  but 
unsecured  circulation! 

Secretary  Gage.  That  is  what  it  is. 

Mr.  Newlands.  A  practical  extension  of  the  check  and  deposit 
system!  ^ 

Secretary  Gage.  Substantially;  a  bank-note  issue  by  a  banker  is 
nothing  more  than  a  memorandum  check  which  will  draw  money  from 
the  bank  at  any  time  at  the  pleasure  of  the  holder. 

Mr.  Nbwlands.  It  is  a  check  payable  to  bearer! 

Secretary  Gage.  Yes,  sir;  it  is,  substantially. 

Mr.  Nbwlands.  The  check  and  deposit  system,  I  believe,  requires 
a  reserve  to  the  extent  of  from  15  to  ^5  per  cent.  Why  should  those 
reserves  in  the  case  of  the  bank  circulation,  which  is  a  practical  exten- 
sion of  the  check  and  deposit  system,  require  a  reserve  of  only  6  per 
cent! 

Secretary  Gage.  My  bill  requires  a  reserve  of  10  per  cent. 

Mr.  Nbwlands.  How  is  it  with  the  Monetary  Gommission  bill! 

Secretary  Gage.  It  requires  5  per  cent  and  fixes  a  guarantee  deposit 
of  5  per  cent.  It  ou|?ht  to  be  stated,  further,  that  in  the  case  of  country 
banks,  where  15  per  cent  as  a  reserve  is  the  rule  as  against  depo  its, 
only  two-fifths  of  that  sum  must  be  in  momy  in  hand,  and  the  other 
three  fifths  may  be  loaned  out,  not  to  individuals,  but  substantially 
loaned  by  deposits  put  in  some  other  bauk. 

Mr.  Nbwlands.  in  reserve  cities  only! 

SeiTctary  Gage.  In  reserve  cities  only.  A  deposit  of  10  per  cent  of 
the  circulation  in  absolute  cash,  in  my  oi)inion,  compares  favorably  in 
the  element  of  strength  with  the  reserve  of  the  present  system  itself  as 
api)lied  to  country  bank  deposits. 

Mr.  Nbwlands.  As  to  the  country  banks,  practically  they  are  re- 
quired to  keep  in  actual  cash  in  their  banks  only  about  6  per  cent  as 
against  deposits! 

Secretary  Gage.  That  is  about  the  way  it  figures  out,  I  believe. 

Mr.  Nbwlands.  Now,  do  you  not  regard  it  as  a  weakness  in  the 
system  to  give  the  country  banks,  where,  as  I  understand  \  ou  to  say, 
inexperience  is  more  likely  to  prevail  than  in  the  city  banks,  a  less 
assurance  as  to  reserves  than  the  banks  in  reserve  cities  are  compelled 
to  reserve! 

Secretary  Gagb.  No,  I  do  not;  because  there  are  some  other  elements 
to  consider.  A  city  bank,  what  we  call  the  ultimate  reserve  city  bank, 
is  filled  ujj  with  large  liabilities  to  country  banks,  and  has  to  be  ready 
to  respond  readily  and  quickly  to  demands  which  may  come  into  it 
from  any  direction  from  a  general  unsettled  condition,  and  they  ought 
to  have  in  hand  a  large  amount  of  cash  reserve.  ( m  the  other  hand, 
yon  take  the  small  country  banker.  His  relationships  are  limited.  He 
knows  all  his  people.  He  can  see  them  all  in  twenty-four  or  forty-eight 
hours  if  he  wants  to.  They  know  him,  and  whether  it  be  an  incor- 
porated bank  or  a  private  bank,  they  ai-e  dealing  with  him  on  the  pomt 
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of  bis  character  very  largely,  and,  except  in  extreme  cases,  they  can 
not  likely  get  up  auy  sadden  or  large  demand  on  him  at  any  one  time. 

Mr.  Newlands  Bat  yon  frame  a  banking  bill  with  a  view,  do  yoa 
not,  of  meeting  crises  f 

Secretary  Gage.  Yes;  all  those  that  can  be  ordinarily  anticipated. 

Mr.  Kewlands.  Do  you  or  do  you  not  regard  it  as  good  judgment 
to  permit  the  country  banks  to  deposit  three-fifths  of  their  reserves 
with  the  reserve  city  banks? 

Secretary  Gage.  Well,  I  have  doubts  on  that  subject.  My  mind  is 
not  clear.    It  tends  to  accumulate  money  in  the  cities. 

Mr.  Newlands.  And  promotes  speculation  there,  does  it  not? 

Secretary  Gage.  1  tliink  it  does;  but  while  I  believe  in  the  largest 
liberty  of  action  consistent  with  safety,  and  that  restrictions  ought  not 
to  be  imposed  more  than  necessary,  and  experience  of  the  matter  does 
not  show  that  it  is  charged  with  very  great  danger 

Mr.  Kewlands.  Well,  during  the  several  crises  which  we  have  had 
daring  the  past  ten  years  there  were  a  number  of  instances  in  which 
the  city  reserve  banks  have  been  unable  to  retarn  to  the  country  banks 
the  reserves  to  which  they  were  entitled  and  which  they  required  to 
meet  emergencies. 

Secretary  Gage.  There  liave  been  several  exigencies  where  it  was 
feared  that  some  banks  in  these  reserve  cities  might  not  be  able  to 
remit  currency  directly  to  their  correspondents  and  depositors  in  the 
country,  and  it  was  felt  generally  that  the  demands  thus  made  for 
currency,  if  met  by  the  stronger  banks,  would  so  cripple  the  bank 
in  performing  its  general  function  toward  the  commercial  and  indus- 
trial community  that  the  suspension  of  currency  shipments  was 
advisable,  and  on  several  occasions,  in  such  emergencies,  the  banks  of 
!New  York  and  other  cities  have  refused  to  meet  the  requests  for 
currency,  and  have  taken  out  what  they  have  called  '^clearing-house 
certificates"  to  settle  balances  between  each  other,  and  thus  put  them- 
selves in  a  x>osition  where  they  could  meet  all  drafts  made  upon  them 
l>y  their  correspondents  and  customers  through  the  clearing  house,  and 
at  the  same  time  serve  the  business  community  and  not  sacrifice  it  in 
order  to  get  currency  to  send  into  the  country. 

STTUATION  OF  OOUNTET  BANKS  IN  A  OUBBENOY  FAHINB. 

Mr.  Cox.  Mr.  Secretary,  this  money  being  paid  in  the  city,  and  the 
reservee  being  held  there,  one  of  the  natural  tendencies  of  it  is  to  con- 
centrate the  money  at  those  places,  i^  it  not? 

Secretary  Gage.  Yes,  sir. 

Mr.  Gox.  When  it  offers,  in  addition  to  that,  to  pay  interest  upon 
daily  balances  on  the  ftiuds  so  deposited  there,  that  is  another  matter 
which  draws  it  to  those  centers? 

Secretary  Gage.  That  is  no  doubt  an  influence. 

Mr.  Gox.  Now,  take  a  country  bank  situated,  say,  quite  distant  from 
the  reserve  cities,  and  under  the  law  it  has  this  money  in  this  reserve 
city,  and  in  addition  it  has  to  keep  its  accounts  there  tor  other  purposes. 
Sowy  if  the  bank  at  the  reserve  city  or  center  refuses  to  furnish  the 
currency  upon  the  check  of  the  country  bank  and  returns  it  to  the 
country  bank,  is  not  that  almost  certain  destruction  to  the  country 
banks f 

Secretary  Gagb.  No. 

Mr.  Gox.  How  will  it  escape  when  it  can  not  get  its  own  money? 

Secretary  Gags.  The  banker  can  say  to  his  customer,  <<I  have  not 
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any  currency;  I  will  give  you  a  draft  on  New  York  for  it  if  you  will 
take  it." 

Mr.  Oox.  In  some  of  the  country  banks  a  man  would  almost  just  as 
soon  have  anything  else  as  a  draft  on  New  York;  he  wants  the  money. 
The  moment  one  depositor  demands  the  money  he  is  followed  by  a  haa- 
dred,  and  the  bank  shuts  its  doors. 

Secretary  Oage.  I  have  been  situated  as  a  banker  in  the  same  posi- 
tion of  which  you  speak^-of  a  bank  having  hundreds  of  thousands  of 
dollars  to  its  credit  in  New  York  when  it  could  not  get  currency  on  its 
orders;  but  those  balances  have  been  made  available,  and  yet  I  have 
continued  to  supply  currency  to  everybody  who  wanted  it,  sometimes 
at  a  considerable  cost,  but  we  satisfied  everybody. 

Mr.  Oox.  Mr.  Secretary,  just  direct  your  mind  to  this  one  point:  I 
am  talking  about  a  country  bank  that  has  no  connection  with  the  clear- 
ing house  at  all;  its  business  is  done  directly  with  the  city  which  keeps 
these  reserves  and  these  inducements  are  held  out  to  carry  its  money  to 
the  centers  and  get  pay  for  it.  Can  you  devise  any  plan  so  that  when 
the  currency  is  demanded  by  the  creditors  of  a  little  country  bank  it  is 
possible  for  it  to  stem  the  current  when  it  can  not  get  the  money  loanedl 
You  can  not  force  your  customer  to  take  a  draft;  you  can  not  force  him 
to  take  anything  but  money.  I  went  through  three  panics  and  observed 
these  country  banks. 

Secretary  Gage.  Take  Chicago.    Four  or  five  times  Chicago  banks, 
in  relation  to  tbe  New  York  banks,  have  been  in  the  relation  you  speak 
of  and  which  I  have  just  described.    Notwithstanding  all  the  country 
banks  having  relations  with  these  Chicago  banks,  their  orders  for  cnr* 
rency,  so  far  as  I  know,  were  alwaiys  supplied,  and  the  country  bank 
itself,  having  perhaps  money  in  some  other  city  which  it  could  not 
secure,  as  has  been  the  case,  has  never  within  my  knowledge  closed  its 
doors  by  reason  of  inability  to  get  that  currency.     Aa  I  have  said, 
they  know  the  people  and  the  explanation  they  make  is  reasonable, 
and,  unless  a  man  wants  money  for  pure  hoarding,  drafts  on  one  of 
these  cities  that  issue  these  clearing-house  certificates  perform  any 
function  the  greenback  will  in  the  discharge  of  debt  or  in  the  purchase 
of  commodities.    Now,  if  you  will  let  me  go  on  a  little  I  would  illus- 
trate this.    For  instance,  Chicago  got  money  under  those  circumstances 
and  they  could  not  get  it  from  their  correspondents  in  New  York.    They 
brought  it  from  London.    They  brought  it  by  buying  sterling  bills  and 
importing  the  gold  right  against  them  from  London.    They  brought  it 
right  through  New  York,  only  they  did  not  bring  the  actual  gold, 
because  the  larger  part  of  it  stopped  in  New  York,  and  we  traded  with 
the  Government  and  took  the  Government's  currency  and  gave  them 
the  gold.    And  while,  theoretically,  Mr.  Cox,  the  embarrassment  which 
you  picture  of  the  possible  suspension  of  payment  by  country  banks  is 
all  well  conceded,  practically  they  get  along  with  it,  and  while  it  is  a 
forced  and  arbitrary  action  on  the  part  of  these  reserve  city  banks  in 
taking  these  clearing- house  certificates,  it  is,  in  my  opinion,  an  a«t  which 
operates  and  has  operated  to  the  great  relief  if  not  the  salvation  of 
commercial  and  industrial  interests  in  the  United  States  from  time  to 
time. 

Mr.  Cox.  I  think  I  fully  appreciate  what  the  Secretary  states,  as  I 
went  through  this  experience  some  four  or  five  times  in  these  little 
country  banks.  Now,  does  not  the  difficulty  arise  here,  Mr.  Secretary, 
that  your  reasoning  for  Chicago,  a  great  commercial  city  and  in  close 
connection  with  other  great  commercial  cities,  and  the  points  you  make 
in  behalf  of  that  system  applying  to  Chicago,  lose  all  their  force  and 
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effect  when  you  take  the  raral  bank  which  has  no  connection  at  all 
with  the  great  commercial  cities?  Our  deposits  are  generally  in  small 
amounts,  and  are  scattered  among  a  great  number  of  men,  but  the  very 
moment  cue  of  them  comes  to  the  conclusion  that  he  will  draw  out  his 
deposit  it  generally  influences  a  dozen,  and  that  produces  a  rash  upon 
the  country  bank.  Now,  I  know  we  would  make  application  for  the 
money  that  was  duo  us  in  New  York,  and  we  would  be  answered  with 
tbe  proposition,  "  We  can  not  furnish  you  any  currency,"  as  happened  in 
the  last  crisis  we  went  through.  That  being  true,  is  not  the  policy  a 
bad  one  to  permit  these  reserves  to  be  held  in  centers — reserve  cities,  as 
you  call  them — and  is  it  not  worse  to  permit  those  banks  in  the  large 
cities  to  draw  the  currency  in  there  by  the  very  doubtful  process  of 
paying  interest  upon  the  deposits?  Is  not  that  a  very  dangerous  prec- 
edent for  the  rural  banks  and  dangerous  to  their  interests? 

Secretary  Gage.  In  reply,  I  will  say,  first,  that  there  never  has  been 
ft  time  yet  when  the  country  banks  could  not  get  currency  in  New  York. 

Mr.  Cox.  I  beg  your  pardon 

Secretary  Gage.  They  could  buy  it  on  the  street  at  a  premium  with 
checks  on  their  bank  where  they  had  balances  at  rates  ranging  from 
one-half  of  1  per  cent  premium  to  as  high  as  3  per  cent  premium. 
There  was  always  a  question  of  choice  with  the  country  banker.  '  There 
was  a  question  of  choice  of  declining  to  pay  his  depositor  who  wanted 
currency  or  to  get  it  by  paying  under  those  circumstances  a  penalty 
involved  in  tbe  premium  for  it;  but  it  is  not  right,  under  such  circum- 
stances, that  a  banker  should  be  obliged  to  pay  a  premium  for  the  cur- 
rency— we  will  all  admit  that. 

Still,  since  he  had  probably  enjoyed  for  a  period  of  ten,  twelve,  or 
fifteen  years  the  interest  on  his  money  at  about  2  per  cent  per  annum 
in  tbe  city  bank,  which  owed  him  at  the  time,  we  are  supposing,  and, 
although  it  could  not  pay  in  currency,  he  might  even  under  such  cir- 
cumstances consider  it  to  be  money  in  his  pocket  to  draw  interest  on  a 
given  fund  for  twelve,  fifteen,  or  twenty  years,  and  then  in  some  emer- 
gency be  obliged  to  pay  2  and  3  per  cent  premium  for  such  an  amount 
of  currency  as  he  absolutely  needs.  The  general  question  as  to  the 
policy  of  allowing  this  accumulation  in  the  centers  is  a  very  large 
question.  As  I  said  a  little  while  ago,  I  think  in  answer  to  Mr.  New- 
lands,  my  mind  is  not  positively  clear  on  it.  It  has  objections  and  it 
has  advantages,  and  I  do  not  think  I  am  i)repared  to  state  now,  with- 
out a  wider  consideration,  what  would  be  just  the  best  way  to  fix  that 
feature. 

Mr.  Cox.  Your  mind  has  approached  this  great  question — and  I  re- 
gard it  as  an  exceedingly  great  one — the  concentration  of  the  money  at 
the  great  centers;  but  your  mind  is  taking  in  the  entire  scope  of  the 
conntry  and  the  business  of  the  country  Y 

Secretary  Oage.  Yes. 

Mr.  Cox.  Now,  I  want  to  ask  of  you,  standing  in  the  x>ositiou  of  a 
conntry  banker,  does  it  not  work  directly  against  the  interest  and  suc- 
cess of  that  class  of  banks? 

Secretary  Gage.  No,  sir;  I  think  it  works  for  their  interest. 

Mr.  Cox.  One  more  question  and  I  am  through.  You  drew  my  atten- 
tion to  the  fact  that  when  these  reserve  cities  and  centers  which  had 
the  money  of  the  country  banks  on  deposit  refused  to  pay  it  to  the 
conntry  banks,  the  country  bank  could  go  on  the  market  and  buy  circu- 
lation.   What  would  it  buy  with  f 

Secretary  Oage.  With  its  own  check  on  the  bank  which  owed  it 
money  in  New  York. 
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Mr.  Cox.  Let  me  call  attention  to  the  fact  that  a  bank  having  re- 
fased  to  cash  the  bank's  own  check,  it  is  just  as  difficult  to  tradeoff 
to  another  one. 

Secretary  Gage.  No;  you  are  mistaken. 

Mr.  Cox.  Iain  t<i1king  about  satisfying  the  man  who  is  at  home;  lam 
not  talking  about  the  man  in  the  city.  He  comes  in  and  demands  bis 
money,  and  I,  as  a  country  banker,  say  *'  H  ere,  I  will  give  you  a  check  on 
New  York."  "  Well,''  he  says, "  I  do  not  know  whether  they  will  pay  it  or 
not,"  the  result  of  which  is  that  it  is  as  hard  to  pass  a  check  on  tbe  bank 
in  New  York  as  an  individual  check.  He  would  rather  take  the  indi- 
vidual check.    And  what  could  you  say? 

Secretary  Gage.  I  say  the  country  banker  could  give  him  the  cur- 
rency if  the  man  does  not  want  the  check,  provided  the  country  banto 
is  willing  to  pay  2  or  3  per  cent  for  the  currency  in  New  York. 

Mr.  Cox.  Your  idea  is  that  the  country  bank  can  get  the  money  on 
its  checks  and  then  give  it  to  the  customer? 

Secretary  Gage.  Yes. 

Mr.  Cox.  Here  is  a  matter  of  experience,  Mr.  Secretary.  A  bank  In 
my  district  got  in  that  shape,  and  the  president  went  to  New  York  and 
not  only  offered  his  check  upon  his  own  assets  in  the  bank  there  for 
currency,  but  he  offered  any  sort  of  collateral  security  and  his  own 
check  against  his  own  money,  and  he  could  not  get  any  currency. 

Mr.  Spalding.  I  want  to  ask  one  question.  Is  not  the  refusal  of  a 
bank  to  furnish  depositors  with  currency  an  actual  act  of  insolvency, 
in  the  meaning  of  tlie  national-bank  act  as  you  understand  it? 

Secretary  Gage.  No,  not  absolutely;  it  is  not  an  actual  insolvency. 
The  refusal  to  redeem  a  note  is  an  actual  act  of  insolvency,  and  a 
receiver  can  be  immediately  appointed,  but  whether  I  owe  you  money 
or  not  is  a  question  the  court  will  pass  on  first. 

Mr.  Spalding.  The  question  of  the  deposit  being  settled,  and  there 
being  no  discussion  about  it,  the  refusal  to  pay  or  inability  to  pay  would 
be  an  act  of  insolvency  within  the  meaning  of  the  national-bank  act? 

Secretary  Gage.  I  think  the  refusal  t/O  pay  money  on  a  judgment 
would  be,  but  I  do  not  think  the  law  covers  the  point  you  mention. 

Mr.  Hill.  The  law  permits  national  banks  to  keep  reserves  in 
reserve  cities,  but  it  is  entirely  optional,  is  it  not? 

Secretary  Gage.  It  is  optional  whether  they  keep  the  funds,  bat  it 
is  allowed  by  the  law. 

Mr.  Hill.  It  is  not  compulsory? 

Secretary  Gage.  Not  at  all. 

Mr.  Hill.  If  there  was  no  law  upon  the  subject  would  not  the 
demands  of  business  require  country  banks  to  keep  reserves  in  order 
to  supply  their  customers  with  exchange? 

Secretary  Gage.  They  would  have  to  keep  reserves,  and  they  would 
probably  do  as  they  do  now,  because  they  are  acting  within  their  liberty 
now  and  would  act  within  their  libeity  then. 

Mr.  Hill.  Is  it  not  a  fact  that  country  banks  do  not  leave  deposits 
in  reserve  cities  when  they  have  a  more  profitable  use  for  them  at  home, 
and  tbe  whole  affair  is  practically  controlled  by  the  demands  of  business? 

Secretary  Gage.  Their  average  balance  in  these  reserve  cities  is 
probably  larger  under  the  infiuences  of  which  you  speak.  The  law 
requires  them  to  keep  15  per  cent  of  the  liabilities  somewhere,  and  they 
choose  to  keep  a  large  part  in  New  York. 

Mr.  Hill.  Simply  because  they  get,  in  some  cases^  a  small  interest 
paid  on  it? 
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Secretary  Oagb.  Yes,  sir. 

Mr.  Hill.  In  your  experience  they  do  not  keep  that  money  there 
simply  because  of  the  small  rate  of  interest  they  are  getting,  if  the 
demands  of  business  will  justify  a  more  profitable  use  at  home? 

Secretary  Gage.  They  do  not  keep  any  more  tlian  the  three  fifths  the 
law  permits  them  to  keep  if  they  can  do  better  with  it  at  home. 

ELASTICITY  OF  CIBOULATION. 

Mr.  Hill.  In  regard  to  this  question  of  flexibility  Mr.  INewlands 
asked  you  about,  do  you  think  that  a  secured  currency  within  a  limit 
fixed  is  any  less  flexible  than  a  credit  currency  fixed  at  the  same  limitf 
Perhaps  I  had  better  elaborate  a  little.  The  national  bank  to  day  pays 
I  per  cent  tax  upon  its  circulation.  It  is  paid  only  while  the  notes  are 
not  in  the  actual  possession  of  the  bank.  Every  one  of  these  bills 
here  provides  a  less  tax  than  that.  Is  not  this  an  inducement  to  the 
national  bank  to  make  its  currency  outflow  and  inflow  more  flexible 
than  any  provision  of  any  of  these  bills  with  a  smaller  taxf  Is  not 
the  question  of  flexibility  determined  entirely  by  the  fac*t  of  a  limit 
being  put  on  the  circulation,  whether  secured  or  unsecured? 

Secretary  Gage.  The  flexibility  is  determined,  I  think,  by  two  things — 
first,  the  limit,  and  next,  the  profit  in  putting  it  out.  If  there  is  a  profit 
they  will  put  it  out,  and  put  it  out  to  the  limit  the  country  will  take, 
whether  it  be  secured  or  unsecured.  If  there  is  no  profit  they  never 
will  take  it  up  to  the  limit,  because  there  is  no  motive. 

Mr.  Hill.  The  question  I  want  to  get  at  is,  whether  it  is  not  the 
limit  that  determines  the  flexibility,  rather  than  the  mode  of  handling 
the  circulation  if  the  limit  in  both  cases  is  fixed,  whether  secured  or 
unsecured? 

Secretary  Gage.  The  limit  is  one  thing  and  the  motive  is  another. 
You  must  have  a  repressive  and  an  affirmative  motive,  a  motive  to 
issue  and  an  influence  to  prevent. 

Mr.  Hill.  The  large  amount  of  discussion  on  the  question  of  flexi- 
bility attributed  to  purely  credit  issue  is  rather  a  question  of  the  credit 
issue  being  unlimited,  or  having  the  limit  beyond  the  demands  of  the 
country  or  within  the  demands  of  the  country,  and  not  so  much  as  to 
tbe  character  of  security,  whetlu^r  secured  by  bonds  or  assets? 

Secretary  Gage.  I  think  you  are  quite  right. 

Mr.  Johnson.  Do  I  understand  you  to  say  that  an  elastic  currency, 
one  which  would  expand  and  contract  with  the  varying  needs  of  trade, 
is  as  readily  obtained  on  bond  security  as  under  some  other  form  of 
security — as  under  security  issued  against  the  assets  of  the  bank  with 
a  ^ruaranty  fund? 

Secretary  Gage.  If  you  arrange  that  bond  security  so  as  to  make  the 
aame  motive  for  banks  to  take  circulation,  it  will  tend  to  be  taken  out 
and  be  used  to  the  extent  that  t-  e  law  will  permit,  or  the  avenues  of 
circulation  will  absorb  it.  Now,  I  do  not  say  that  the  secured  circula- 
tion is  as  useful  as  the  unsecured;  that  is  another  side  of  the  question. 
I  do  not  think  it  is  useful  to  tie  up  capital  needlessly. 

Mr.  Johnson.  That  is  the  point  I  wished  to  develop. 

The  Ohaieman.  I  want  to  say  to  Mr.  Fairchild  and  Secretary  Gage 
that  tbe  bill  prepared  by  myself,  H.  B.  3333,  meets  exactly  the  conditions 
that  you  have  suggested  onglit  to  be  met  in  the  banks  you  have  desig- 
nated in  a  proper  banking  system  whenever  you  can  get  it,  and  I  will 
a8k  yon  gentlemen  to  question  me  upon  the  point  if  you  can  find  by  an 


184  CHANGES   IN  THE   CURBENCY   SYSTEM. 

examinntion  of  tbe  bill  thai  I  am  not  correct.  Yoa  are  here  as  experts. 
Please  report  if  that  statement  is  not  entirely  correct.  At  some  sabse- 
quent  hearing  yoa  can  ask  the  questions. 

TRUE  BANK  CURRENCY. 

How  can  a  system  of  issuing  currency  which  is  called  a  "trne  bank 
currency"  all  over  the  world  and  which  is  issued  in  every  country 
except  this — and  it  was  issued  in  this  country,  in  New  England,  under 
what  is  called  the  Suffolk  system  and  was  as  safe  as  any  cuiTcncy  that 
has  ever  been  issued — a  "rjidical  currency;"  how  could  you  speak  of 
the  currency  that  you  indicate  in  the  bank  you  speak  of  as  a  *' proper 
banking  system  for  us  to  have"  as  a  "radical  currency!" 

Secretary  Gage.  I  said  I  considered  it  a  radical  change  from  our 
present  system;  that  is  the  only  way  I  consider  it  to  be  radical. 

The  Chairman.  You  spoke  of  the  tax  to  be  assessed  under  the  com- 
mission bill  to  make  up  the  losses  of  banks,  and  stated  that  banks 
would  shrink  from  going  into  the  system.  You  mean  by  that,  an 
unknown  liability  to  them,  although  even  an  improbable  liabihty,  men 
will  shrink  from  in  banking  as  from  a  title  to  real  estate  or  anything  of 
that  kind  iu  any  way  defective? 

Secretary  Gage.  That  is  the  idea. 

The  Chairman.  That  is  to  say,  the  opinion  is  that  <^  better  is  certain 
bad  than  doubt  and  dread  of  worse." 

Secretary  Gagb.  That  is  the  way  it  would  operate  in  the  minds  of 
some. 

GUARANTY  FUND  FOR  DEPOSITS. 

Mr.  Johnson.  I  want  to  ask  a  question  which  I  think  is  somewhat 
allied  to  the  expression  you  have  just  made  use  of.  Several  of  these 
banking  and  currency  bills  which  are  before  us  for  our  consideration 
containing  provisions  for  a  guaranty  fund  to  secure  deposits.  I  think 
I  gather  from  your  statement  here  about  what  your  opinion  is,  bat  I 
would  like  to  have  yon  state  what  you  think  of  that  phase  of  the 
subject. 

Secretary  Gage.  Well,  I  have  a  great  respect  for  the  gentleman  who 
suggested  that,  but  I  believe  the  final  efi'ect  of  such  a  system  wonld 
be  a  great  deal  more  disastrous  than  the  present  one. 

Mr.  Johnson.  Mr.  Fairchild,  what  is  your  opinion  on  that  subject! 

Mr.  Fairchild.  I  have  not  any  very  matured  opinion  on  that  sub- 
iect.  It  is  an  entirely  new  subject  to  me.  From  reading  the  bill,  it 
seems  to  be  an  entirely  voluntary  plan  on  the  part  of  the  banks  to  put 
up  some  money,  5  per  cent  of  its  own,  which  acts  as  an  insurance  for 
its  dei>osits,  and  the  bank  does  it  or  not,  as  it  chooses.  There  is  noth- 
ing to  prevent  a  bank  from  doing  that  now  if  it  wants  to  do  so.  It  c^n 
put  any  amount  of  money  it  chooses  in  the  hands  of  trustees  for  cer- 
tain purposes. 

Mr.  Johnson.  Of  course  I  am  speaking  of  a  compulsory  system. 
I  am  asking  your  opinion  in  regard  to  that. 

Mr.  Fairohild.  I  should  not  think  a  compulsory  system  would  he 
an  advantage. 

Mr.  Johnson.  Much,  Mr.  Secretary,  which  you  stated  in  regard  to 
a  safety  fund  requiriug  to  be  constantly  replenished  to  secure  circu- 
lating notes  would  seem  to  me  to  apply  to  the  question  I  have  asked. 

Secretary  Gage.  It  would  apply. 

Mr.  Johnson,  I  have  heard  from  many  sources  objections  to  chang- 
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ing  from  bond  security  for  circulating  notes  upon  the  ground  that  undar 
that  system  the  margin  Bavcd  from  failure  is  all  applied  to  pay  deposit- 
ors, whereas  the  very  moment  you  dispense  with  bond  security  you  take 
out  of  absolute  pledge  assets  which  might  be  wasted.  In  the  minds  of 
some  i>eople  this  has  been  a  considerable  objection  to  a  safety  fund  sys- 
tem of  securing  circulating  notes. 

Secretary  Gage.  That  is  the  natural  objection  that  would  sti*ike  the 
mind  of  the  public,  and  it  influenced  my  mind  to  make  the  supposed 
menace  to  the  depositor  very  small  to  begin  with,  until  experience 
showed  it  was  not  much  of  a  menace  at  all. 

Mr.  JoHNSOH.  That  is,  you  mean  to  make  the  issue 

Secretary  Gage.  Of  unsecured  notes  very  small. 

Mr.  Hill.  In  a  circulation  secured  by  bonds  at  their  full  market 
value,  so  that  they  can  issue  dollar  for  dollar  what  they  put  into  the 
bonds,  and  with  the  same  freedom  from  restriction  as  to  issue  and  with- 
drawal that  pertains  to  the  money,  are  not  they  exactly  as  flexible  as 
credit  issues  and  only  fixed  in,  respect  to  flexibility  by  the  limit? 

Secretary  Gage.  It  strikes  me  that  as  to  the  simple  item  of  flexi- 
bility, I  would  answer  yes. 

suppicient  gold  supply. 

Mr.  Hill.  A  long  series  of  questions  has  been  asked  both  of  you 
gentlemen  concerning  the  possibility  of  this  country  securing  gold 
enough  to  caiTy  into  effect  any  of  these  propositions  of  currency  refor- 
mation. Assuming  that  which  I  claim  to  be  a  fact,  that  the  production 
of  silver  from  1792  to  1850,  being  the  time  of  the  establishment  of  the 
Mint  of  the  United  States,  up  to  the  discovery  of  gold  in  Oalifornia, 
was  $1,328,000,000,  by  the  report  of  the  Director  of  the  Mint,  or  an 
annual  average  of  $23,000,000,  and  that  the  production  of  gold  for 
the  same  time  was  a  total  of  $518,000,000,  an  annual  average  of 
$9,000,000,  and  that  from  1850  to  1897  the  production  of  gold  had 
increased  to  $6,228,000,000,  or  an  average  of  $132,500,000  a  year,  and 
(luring  the  same  time  the  production  of  silver  aggregated  $4,652,000,000, 
or  an  average  of  $99,000,000  a  year,  and  that  the  production  of  gold 
alone  during  the  year  1897  amounted  to  $240,000,000,  which  was 
$43,000,000  more  than  the  total  of  gold  and  silver  produced  in  1873 — 
in  view  of  these  facts,  have  you  any  anxiety  whatever  as  to  the  ability 
of  this  country  to  secure  all  the  gold  that  business  demands  require 
under  any  of  these  banking  systems? 

Secretary  Gage.  I  have  not;  no,  sir. 

Mr.  Hill.  Have  you,  Mr.  Fairchildt 

Mr.  Fajrchild.  No;  I  have  not 

Mr.  Hill.  Mr.  Fairchi  d,  do  you  think  there  would  be  any  diflFerence 
between  the  flexibility  of  your  secured  circulation  and  the  flexibility  of 
your  crexlit  issues  under  your  bill! 

Mr.  Faibchild.  I  think  the  flexibility  is  least  under  the  bond-deposit 
system. 

Mr.  Hill.  I  mean  if  the  limit  is  the  same  in  both  cases. 

Mr.  Fairohild.  If  the  limit  is  the  same,  as  I  tried  to  explain  the 
first  day,  it  is  this :  In  the  first  place,  the  party  who  is  to  issue  the  cir- 
culation makes  an  investment  in  something  not  immediately  connected 
with  bis  business. 

Mr.  Johnson.  You  mean  the  bond  security? 

Mr.  Faibchild.  I  mean  in  the  bonds.  He  does  that  in  anticipa- 
tion of  the  possible  needs  of  his  clients.    He  may  or  may  not  do  it,  so 
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that  in  the  initiative  of  the  plan  he  is  not  in  the  same  free  and  natural 
position  that  he  wonid  be  when  a  man  who  wanted  to  borrow  notes 
came  to  him  with  bills  of  lading,  or  whatever  they  might  be,  which  he 
woald  take  as  security  for  the  notes  which  he  gave  to  the  man.  There- 
fore, I  think  it  is  fair  to  say  that  there  is  an  element  of  greater  flexi- 
bility at  the  very  outset  of  the  transaction.  When  the  business  for 
which  the  notes  have  been  loaned  is  performed,  and  the  notes  have 
come  back  for  redemption  to  the  bank,  the  bank  has  on  hand  2  per 
cent  bonds,  in  which  it  has  invested.  The  neighborhood  does  not  want 
these  notes,  for  it  has  neither  butter,  nor  cheese,  nor  corn,  nor  cotton 
to  sell  at  that  immediate  time.  But  this  capital  is  invested  at  a  very 
low  rate  of  interest.  The  temptation  is  to  use  these  notes  in  something 
that  is  not  connected  with  the  neighborhoo<l  and  the  ordinary  business 
of  the  bank,  in  order  that  the  investment  of  capital  may  prodace  a 
greater  interest. 

Mr.  Hill.  Any  less  temptation  in  the  credit  notef 

Mr.  Faibohild.  Oh,  yes. 

Mr.  Hill.  Why! 

Mr.  Fairghilb.  Because  its  capital  has  entirely  come  back;  {he 
whole  thing  is  canceled,  with  the  credit  note.  He  has  not  an  invest- 
ment of  capital  in  anything  whatever,  so  when  the  time  comes  around 
for  the  use  of  these  notes  again  for  the  purposes  of  the  neighborhood 
they  are  less  likely  to  be  available  than  they  would  be  if  there  had  been 
no  required  investment  in  something  apart  from  the  business  of  the 
bank.  Therefore,  it  seems  to  me  it  is  fair  to  say  that  under  any  trusteed 
note  there  is  a  less  ready  response  to  the  demands  oi  the  customers  than 
there  is  under  a  system  without  that  secuiity. 

Mr.  Hill.  Assuming  that  to  be  true  under  the  present  national-bank 
law,  where  circulation  is  only  issued  to  90  per  cent  of  the  par  value,  and 
the  10  per  cent  difference  is  locked  up  in  an  unprofitable  investment,  is 
not  the  condition  entirely  different  where  the  issue  is  up  to  the  market 
value  of  the  bond? 

Mr.  Fairchild.  I  think  it  is  somewhat  modified,  but  I  think  the  same 
obje<*tion  remains,  except  that  of  course  you  have  made  a  condition  of 
things  whereunder  the  issue  of  bank  note  circulation  is  more  profitable. 

Mr.  Hill.  Is  there  any  difference  between  that  note  being  secured 
by  the  actual  deposit  of  the  bond  to  its  full  market  value  and  the  same 
amount  of  capital  being  deposited  in  the  reserve  of  a  bank  at  the 
same  rate  of  interest,  when  it  is  not  in  use  otherwiseT 

Mr.  Fairchild.  But  perhaps  it  would  not  be  done  in  that  way.  At 
any  rate 

Mr.  Hill.  Any  good  banker  would  do  that. 

Mr.  Fairchild.  At  any  rate,  when  the  time  comes  the  banker  will 
be  in  the  position  to  use  that  money  in  the  way  that  he  thinks  is  most 
profitable  and  chooses  at  the  time.  He  will  not  be  restrained  by  law 
into  a  certain  course  of  rigidity.  That  is  my  theory  about  it,  and  I 
think  if  you  will  figure  the  transaction  out  you  will  rather  demonstrate 
it  to  yourself. 

MOTIVE  FOR  ISSUING  BANK  NOTES. 

Secretary  Gagk.  I  have  heard  the  explanation  and  the  statement 
just  made  by  Mr.  Fairchild ;  so,  if  I  understand  his  criticism,  it  is  unfavor- 
able to  the  use  of  bank  notes  secure<l,  as  compared  with  unsecured 
bank  notes.  I  agree,  generally,  with  his  criticisms.  I,  however,  still 
maintain  that  there  are  two  infiuences  operating  to  induce  the  banker 
to  issue  notes.    The  first  is  the  motive  of  profit.    That  is  his  only  rul- 
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iBg  motive,  the  motive  of  profit,  and  he  will  issue  just  as  many  under 
a  deposit  of  bonds  as  he  will  under  any  other,  if  you  make  it  sufficiently 
profitable  to  induce  him  to  do  so,  and  he  will  issue  just  as  many  as  the 
law  will  let  him.  I  made  a  similar  answer  to  Mr.  Hill's  inquiry,  but  I 
did  not  intend  to  cover  any  more  than  that  simple  ground.  I  did, 
however,  hasten  to  say  that  this  exercise  of  bank-note  issue  func- 
tion by  a  banker,  under  a  system  of  security,  while  in  my  opinion  it 
gave  motive  enough  and  would  be  found  elastic,  would  be  found  to 
involve  in  it  sacrifices  of  the  interest  of  the  community  which  would  be 
mni'h  better  guarded,  protected,  and  served  if  the  banker  by  an  equal 
motive  was  issuing  notes  without  first  pledging  his  capital  in  the  form 
of  bonds  as  security  therefor. 

The  Chairman.  When  a  bank  issues  currency  against  its  assets  to 
the  limit  of  the  capital  that  it  has  the  right  to  take  out,  it  secures  cur- 
rency to  the  amount  of  its  assets,  puts  it  in  its  vaults,  and  keeps  out 
what  it  well  can,  having  the  currency  always  there  to  put  out  whenever 
there  is  a  call  for  it  and  they  can  get  it  out.  It  has,  in  addition  to  that^ 
the  capital,  which  is  not  depleted  by  a  dollar  in  loaning  currency* 

Secretary  Gage.  That  is  right. 

The  Chairman.  If  they  have  to  put  up  bonds  they  can  buy  at  par 
and  issue  currency  to  the  amount  of  the  capital;  it  absorbs  every  dol- 
lar of  their  capital. 

Secretary  Oage.  That  is  right. 

Tiie  Chairman.  Then,  if  a  bank  can  make  loans  of  its  deposits  to  an 
amount  sufficient  to  make  money  enough  to  pay  its  expenses  of  every 
name  and  nature  and  they  just  balance  (assuming  that  tbey  can  keep 
out  all  their  currency) — then  they  can  make  loans  at  one-half  the  rate 
of  interest  they  could  if  the  capital  was  used  up  to  take  out  currency 
secured  by  bonds. 

Secretory  Gagb.  That  is  substantially  true. 

The  Chairman.  Now,  every  dollar  of  currency,  where  the  cnrrency 
is  issued  against  assets  that  remain  in  the  vault  of  a  bank,  remains 
there  without  the  slightest  loss  to  the  bank,  except  the  printing  of  it. 

Secretary  Gage.  That  is  true. 

The  Chairman.  I  find  in  the  bill  prepared  by  Mr.  Fowler  (H.  E.  50) 
that  the  total  profit  on  currency  taken  out  under  that  bill  for  the  first 
twenty-five-years,  assuming  that  20  percent  of  it  remains  in  the  vaults — 
and  you  have  testified  it  is  impossible  to  keep  all  the  currency  out 

Secretary  Gage.  The  Canada  banks  can  keep  out  about  50  per  cent. 

The  Chairman.  But  there  is  no  loss  on  that  they  do  not  keep  out? 

Secretary  Gage.  No. 

The  Chairman.  For  every  dollar  of  currency  that  a  bank  failed  to 
keep  out  in  a  6  per  cent  locality,  under  Mr.  Fowler's  bill  they  would 
lose  the  difference  between  1.4  per  cent  and  6  per  cent. 

Secretary  Gage.  I  can  not  answer  the  question,  because  I  do  not 
know  the  particular  provision  of^Mr.  Fowler's  bill. 

The  Chairman.  You  would  accept  on  a  given  proposition  the  figures 
of  the  actuary  of  the  Treasury? 

Secretary  Gage.  Oh,  yes. 

The  Chairman.  That  is  the  proposition  submitted  to  him  under  Mr. 
Fowler's  bill.  I  undertook  to  talk  the  bills  over  with  the  actuary,  but 
1  found  he  was  a  lawyer  and  knew  more  about  them  than  I  did.  I  have 
his  figures.  Under  Mr.  Fowler's  bill,  in  a  6  per  cent  locality,  they  would 
lose  the  diflference  between  1.4  per  cent  and  6  per  cent — that  is,  they 
would  lose  4.6  per  cent  on  every  dollar  out  of  circulation  under  .SO  i)er 
cent;  and  under  the  Gage  bill  they  would  lose  the  difference  between 
0.44  per  cent  and  6  per  cent,  and  under  the  commission's  bill  they  would 
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lose  the  differonce  between  1.4  per  cent  and  6  per  cent  on  every  dollar 
in  their  vaults  below  80  per  cent  of  cnrrency ;  and  in  a  4  per  cent  locality 
all  the  profit  there  is  when  the  80  per  cent  is  kept  out  under  the  Fowler 
bill  is  .087,  and  under  the  (Jage  bill  it  is  only  0.(537  per  cent,  and  nnder 
the  commission's  bill  it  is  1.4  per  cent,  while  under  the  Walker  bill  it  is 
2.602  per  cent. 

Secretary  Gage.  The  criticism  I  would  make  on  your  statement  is 
that  under  what  you  are  pleased  to  call  the  Gage  bill  you  assume  that 
the  banks  will  take  that  20  per  cent  of  notes  under  penalty  of  2  per 
cent  tax  of  the  Government  and  keep  them  in  their  vaults  idle.  You 
charge  them  with  the  2  per  cent.  As  soon  as  experience  taught  them 
that  they  could  not  keep  it  out  they  would  return  and  cancel  and  would 
not  pay  the  2  per  cent  tax. 

The  Chairman.  They  are  allowed  to  take  it  out,  and  on  whatever 
they  take  out  against  their  capital,  above  80  per  cent  of  their  capital, 
they  are  charged  2  per  cent! 

Secretary  Gage.  Whatever  they  issue. 

The  Chairman.  When  they  take  out  currency  under  your  bill,  to 
whatever  they  take  out  under  the  bonds  there  is  no  tax,  but  on  what- 
ever they  take  out  and  issue  against  their  assets  they  pay  a  2  per  cent 
tax! 

Secretary  Gage.  There  is  a  half  per  cent  tax  on  what  they  take  out 
under  bonds  and  2J  on  what  they  take  out  free  of  bond  security. 

The  Chairman.  Yon  say  they  would  not  take  out  bat  80  per  cent. 
Let  me  put  this  proposition  to  you.  They  make  more  money — ^because 
they  do  not  have  to  put  up  any  bonds  and  do  not  deplete  their  capital— 
on  the  2  per  cent  taxed  currency  than  under  tiie  bond  currency.  If 
they  took  out  20  per  cent  taxed  currency  under  your  bill,  they  could 
make  more  money  on  their  total  currency  than  on  all  bond  currency. 

Secretary  Gage.  Yes,  sir. 

The  Chairman.  Then  it  does  not  change  by  a  fraction  the  profit  on 
each  dollar  of  the  currency  taken  out.  It  is  an  inducement  for  them  to 
take  out  one  fourth  of  their  circulation  against  their  assets,  is  it  not! 

Secretary  Gage.  Yes,  sirj  if  they  can  make  anything  by  it. 

The  Chairman.  If  they  want  $00,000  in  currency,  they  will  take  out 
$48,000  with  bonds  and  $12,000  taxed  currency,  and  if  they  want 
$75,000  they  will  take  it  out  in  the  same  way,  so  if  they  do  nof  takeoutSO 
per  cent  it  does  not  change  the  profit  by  the  smallest  degree  on  the 
total  of  their  currency,  not  a  particle,  whether  it  is  80  per  cent,  60  per 
cent,  40  per  cent,  or  20  per  cent.    Is  not  that  trnet 

Secretary  Gage.  Excuse  me  if  I  have  not  followed  you  very  closely. 
I  am  willing  to  trust  your  deductions,  for  you  have  figured  it  all  over. 

The  Chairman.  If  you  only  take  out  80  per  cen^  there  would  be 
one-fifth  le«8  of  expenses  and  one-fifth  less  profit  on  the  total  currency, 
and  the  result  would  be  identical  as  to  the  rate  of  profit  on  what  they 
take  out.    That  would  be  true! 

Secretary  Gage.  If  you  say  so,  I  admit  it.  You  have  figured  it  over 
very  carefully  and  made  tlie  results,  and  I  have  not. 

The  Chairman.  Let  me  put  this  to  you,  because  this  proposition  is 
as  simple  as  2  and  2  make  4.  There  is  $100,001)  capital.  Twenty  per 
cent  of  that  is  taken  out  against  the  assets  of  the  bank 

Secretary  Gage.  If  it  is. 

The  Chairman.  You  say  it  is  for  their  advantage;  they  can  make 
more  money  on  that  20  per  cent  than  on  the  bond  security  currency. 
So  you  assume  that  they  will  take  that  much  anyway,  and  if  they 
have  one-fifth  less  currency  out  the  lu'ofit  will  bo  one-fifth  less  on  the 
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total  amooDt,  the  expenses  will  be  one-fifth  less  on  the  total  amount 
and  the  relation  between  the  profit  and  the  expenses  will  be  identical 
and  the  profit  on  that  remaining  will  be  identical.    That  is  traef 

Secretary  Gage.  Yes. 

The  Chairman.  That  is  all  I  have  to  say  on  that  point.  Under  the 
Walker  bill,  the  currency  of  which  is  issued  on  the  true  currency  prin- 
ciple, the  profit  is  identical  on  each  $1  in  circulation. 

Secreta^  Oage.  I  have  no  donbt,  Mr.  Ghairman,  that  your  bill  ofl'ers 
better  inducements  and  more  profit  to  the  bankers  than  our  bill. 

The  Chairman.  Have  you  any  doubt  that  it  works  out  just  as  safe 
to  the  Government,  to  the  banks,  and  to  the  holders  of  currency  f 

Secretary  Gage.  Ko,  I  have  not;  with  proper  restrictions  and 
limitations. 

[Therenpon  the  committee  took  a  recess  until  1  p.  m. 

The  committee  having  reassembled,  the  examination  of  Secretary 
Gage  and  Mr.  Fairchild  was  continued.] 

Mr.  Walker.  As  I  understand  it,  Mr.  Fairchild,  the  bill  of  the  com- 
mission would  destroy  all  the  Treasury  notes  and  legal-tender  notes;  it 
would  so  use  the  silver  dollars  that  they  could  not  be  had  to  use  in  the 
cash  reserves  of  banks;  and  this  for  the  purpose  of  making  it  impracti- 
cable for  banks  to  get  any  other  money  but  gold  to  redeem  their  notes 
with.    That  would  be  the  effect  of  it! 

Mr.  Fairchild.  That  would  be  the  effect  of  it. 

Mr.  Walker.  IIow  much  gold  would  it  take  to  furnish  all  cash 
reserves  now  held  by  national  banks f 

Mr.  Fairchild.  I  have  not  figured  on  that. 

3fr.  Walker.  The  report  of  the  Comptroller  of  the  Currency  says 
tliat  $389,000,000  in  round  numbers  in  cash  reserve  is  held  in  the 
national  banks,  and  that  in  the  State  banks  there  is  $152,000,000  cash 
reserve,  and  he  estimates  there  is  about  12^  per  cent  of  the  State  banks 
thai  do  not  report  to  the  Comptroller.  That  would  make  the  probable 
cash  reserve  now  in  the  banks  $562,883,000.  The  question  is  whether 
that  amount  in  gold  would  not  overload  the  banks,  whether  it  is  not  an 
nureasonable  expectation,  and  even  if  the  expectation  could  be  realized 
whether  it  would  not  be  an  exceedingly  uneconomical  procedure  to 
compel  the  banks  to  keep  $562,000,000  of  gold,  upon  which  the  country 
must  lose  interest.  That  is  to  say,  ^<  a  sufficiency  is  enough.''  The 
moment  they  get  gold  to  more  than  what  makes  absolute  safety,  the 
people  are  losing  6  per  cent  interest  on  the  nnnecessary  surplus. 


Per  capita,  1860  (page  880), 
State  banks. 

Per  capita,  1897  (page  878), 
national  bankJB. 

Deposits.  Carreocy. 

Total. 

Deposits .  jcarrenoy. 

Total. 

New  F,nir1nii<l  St«tA» -  - 

$13.99 

17.50 

6.15 

1.54 

$15.06 
6.39 
7.21 
3.96 

$29.05 

23.89 

12.30 

5.50 

$36.43 

25.95 

5.75 

13.13 

$0.87 

3.62 

.80 

1.64 

$46.80 

Kiwt f>rn  States 

29.57 

Soiilliern  States 

6.56 

Middle  States 

14.70 

Whole  TTnited  States : 

Specie.  1860.  State  banks $2.60 

Gold,  1897,  natioual  bauks  . : 2.69 

Mr.  Fairchild.  Certainly. 

Mr.  Walker.  We  want  enough,  and  have  both  gone  on  the  idea 
that  a  sufficiency  is  enough;  but  is  not  what  is  provided  for  in  the  com- 
mission bill  an  unreasonable  amount ? 
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Mr.  Fatbohild.  Possibly  it  is.    I  ^  not  think  it  is  an  nn wise  amoant. 

Mr.  Walker.  I  have  no  doubt  we  can  secure  that  amount  if  it  is 
necessary.  Let  me  call  your  attention  to  this  fact.  In  the  New  Eng- 
land States  in  1860  the  per  capita  of  deposits  was  $13.99  and  the  cur- 
rency wa«  $15.16,  making  $29.15  available  funds  of  the  bank  to  be  used 
in  discount,  besides  the  capital.  To  day  the  depf>sit8  are  $36.43,  and 
the  currency  is  $9.87.  So  we  have  $46.30  per  capita  available  funds  in 
the  banks  of  New  England  States,  besides  the  capital. 

In  the  Eastern  States,  in  1860,  it  was  $17.50  per  capita  of  deposits, 
with  a  currency  ot  $6.39,  making  a  total  of  $23.89,  and  to-day  we  have 
but  $25.95  of  deposits,  and  only  $3.  2  of  currency,  making  in  all  $  J9.57. 

In  the  Southern  State.-^  in  1860  they  had  $5.15  of  deposits  and  con- 
siderably more  currency,  namely,  $7.21,  making  $12.36  per  capita  of 
bank  funds  besides  their  capital ;  and  to-day  they  have  $5.75  of  deposits 
and  only  80  cents  of  currency,  making  loanable  funds,  aside  from  their 
bank  capital,  of  only  $6.55. 

Tbe  Middle  States  in  1860,  and  they  were  not  developed  then,  had 
$1.54  of  deposits  and  $3.96  of  currency,  making  $5.50  total;  and  to  day 
they  have  $13.12  of  deposits  and  $1.64  of  currency,  making  $14.76  of 
total  bank  funds  available. 

My  point  in  presenting  these  figures  is  to  ask  you  this:  Is  it  not  a 
fact  that  the  localities  having  so  little  currency  are  hindered  from 
taking  out  currency  by  our  banking  system,  as  compared  with  those 
of  Scotland,  Canada,  France,  and  Germany — whether  they  are  not  prac- 
tically deprived  of  the  equivalent  of  capital  equal  to  the  currency 
that  they  wonld  have  under  a  free-currency  system,  and  therefore 
embarrassed  in  the  transaction  of  their  business! 

Mr.  Fairohild.  I  think  they  are  greatly  hampered  in  the  transaction 
of  their  business  in  those  localities  by  a  system  that  prevents  their 
freely  getting  the  instruments  in  the  form  that  they  desire  in  the  trans- 
action of  business. 

Mr.  Walker.  Excuse  me  for  interpolating  there.  I  think  what  yoa 
mean  by  **  freely  getting'^  is  having  the  liberty  of  using  their  own 
credit  in  issuing  freely  what  will  take  the  place  of  coinf 

Mr.  Fairchlld.  Yes. 

Mr.  Walker.  That  is  what  I  understood. 

VISIBLE  GOLD  IN  THE  COUNTRY. 

Now  I  want  to  call  your  attention  to  another  remarkable  thing.  In 
the  whole  of  the  United  States  there  was  specie  per  capita  in  the  old 
State  banks,  in  1860,  of  $2.69  per  capita.  To  day  there  is  gold  in  the 
national  banks  to  exactly  the  same  amount — $2.69  per  capita. 

Mr.  Fairchild.  Does  that  include  all  the  old  State  banks  t 

Mr.  Walker.  All;  yes,  sir. 

Mr.  Fairohild.  Then  the  gold  in  the  national  banks  is  equivalent 
to  the  gold  in  the  State  banks. 

Mr.  Walker.  It  is  fair  to  say  that  the  gold  in  banks  in  1860  per  capita 
was  $2.69  in  this  country.  Today  it  is  the  same  per  capita  in  the  national 
banks  alone.  The  amount  in  the  State  banks  is  not  given  to-day,  but 
they  hold  of  cash  44.7  per  cent  as  much  as  the  national  banks.  It  is 
reasonable  to  suppose  that  there  is  $1.20  of  gold  in  State  banks,  which, 
added  to  the  other,  makes  a  specie,  probably  gold,  to  day,  per  capita, 
$3.89,  to  $2.69  in  1860.  Now,  $3.96  in  gold  to  each  of  the  73,000,000 
amounts  to  $272,300,000  in  gold.    The  visible  gold,  as  shown  in  the 
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Comptroller's  report,  December  7, 189G,  page  22,  was  $421,230,388.  Vis- 
ible gold  not  iu  banks  of  loan  and  discount  then  was  $148,936,388. 
Total  gold  in  the  United  States  is  $696,270,542,  by  the  report  of  the 
mint.  I  did  not  snppose  it  was  anywhere  near  that  amount,  but  my 
recent  investigation,  and  the  fact  that  gold  is  paid  in  for  taxes  in 
St.  Louis  and  other  cities  by  comparatively  poor  people,  leads  me  to 
think  that  there  is  more  than  that.  1  should  not  be  surprised  if 
8800,090,000  developed  if  we  had  a  proper  banking  system  that  fully 
i^stored  confidence.  The  visible  gold  per  capita — not  the  gold  in  pock- 
ets, but  the  visible  gold  in  the  various  institutions — is  $5.77,  and  the 
total  gold  in  the  country  is  $9.54  per  capita  that  we  know  of,  not  count- 
ing that  which  is  hoarded.    I  take  the  statistics  as  they  are  given. 

Mr.  Newlands.  Will  you  please  state  again  what  the  per  capita  of 
visible  gold  isf 

Mr.  Walker.  Five  dollars  and  seventy-seven  cents.  That  was 
foand  by  the  investigation  of  Mr.  Eckels,  and  was  stated  in  bis  report 
of  December,  1896,  page  26.  My  point  is,  that  if  we  had  a  banking 
system  that  would  establish  confidence,  such  as  is  felt  in  Germany, 
France,  Canada,  and  Scotland,  would  not  a  large  amount  of  gold  that 
is  not  now  visible  be  visible  by  flowing  into  banks  at  once,  or  at  least 
very  soon  t 

Mr.  Fairohild.  I  thin^  so.  I  think  if  there  was  entire  confidence 
in  our  monetary  condition  that  we  would  see  a  great  deal  more  gold. 

Mr.  WAI.KER.  The  New  England  banking  system — the  Suffolk  sys- 
tem— was  understood  to  be  about  as  safe  a  system  as  any  country  has 
ever  had  in  its  practical  workings;  so  much  so,  that  in  1857  scarcely  a 
bank  failed,  and  when  they  suspended  specie  payment  (and  then 
because  New  York  had  suspended  and  they  were  forced  to  do  it  for 
that  reason)  they  paid,  during  the  whole  of  that  suspension  to  anybody 
that  aaked  for  it  in  the  legitimate  way  of  business,  all  the  specie  they 
wanted;  and  gold  did  not  go  to  a  premium  by  the  smallest  fraction 
daring  that  nominal  suspension. 
Mr.  McOleart.  When  was  thatt 

Mr.  Walkbr.  In  the  panic  of  1857.  The  statements  that  I  have 
made  are  matters  of  history. 

Mr.  MgOleaby.  I  do  not  doubt  your  statement,  but  was  simply  ask- 
ing for  information. 

Mr.  Walkbb.  Now,  at  that  specie  security  we  could  issue  to-day 
$1,454,975,900  of  currency,  with  13^  per  cent  gold  back  of  it,  as  New 
England  banks  then  had. 
Mr.  MgOlbaby.  And  have  as  good  security. 

SUFFOLK  SYSTEM  NATIONALIZED  IN  H.  B.  3333. 

Mr.  Walkeb.  Yes.  And  have  the  same  amount  of  gold  in  the 
banks  back  of  the  currency  now,  as  through  the  New  England  system 
for  forty  years— the  Suffolk  system.  The  bill  H.  E.  3333  is  the  Suf- 
folk system  nationalized.  It  is  absolutely  and  purely  that,  and  nothing 
else;  that  is  to  say,  essentially  the  same  as  the  Scotch  and  the  Cana- 
dian and  theGerman  an<l  the  French  systems  now.  Issuing  $800,000,000 
of  cnrrency  there  would  be  visible  gold  in  the  banks  within  a  small 
fraction  of  24^  per  cent,  about  double  of  what  there  was  in  the  New  Eng- 
land banks  under  the  Suffolk  system.  The  visible  gold  that  would  flow 
into  the  bank  immediately  would  be  52  per  cent,  more  than  half^  which 
is  an  unheard  of  percentage  of  gold  currency  issued. 
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In  view  of  these  facts,  have  yon  any  doubt  about  the  safety  in  the 
specie  reserve  to  maintain  the  $800,0i>0,000  currency  that  it  is  contem- 
phited  would  be  issued  in  the  near  futuref 

Mr.  Fairchild.  I  have  no  trouble  on  the  specie  question.  I  think 
there  will  be  ample  for  that. 

Mr.  Walker.  In  view  of  this  immeuHe  amount  of  gold  tbat  we  now 
have  in  banks  and  the  additions  that  would  find  their  way  into  thebanks, 
namely,  52  per  cent  now  of  gold  to  $800,000,000  of  curren(!y,  if  tbat  is 
issued,  is  not  the  retaining  of  $200,000,000  of  legal-tender  notes  tbat  the 
bankscan  keep  in  reserve  a  good  and  not  an  evil  in  furnishing  a  redemption 
agent  and  a  reserve — that  is  what  I  am  getting  atf  I  have  introduced 
these  facts,  not  with  reference  to  the  gold  question,  but  to  discuss  tbis 
question :  If  the  Government  is  relieved  from  current  redemption,  and 
it  is  put  on  the  banks,  and  the  banks  have  this  immense  amount  of  gold, 
is  not  the  assumption  of  <' current  redemption"  by  the  banks  entirely 
safef 

CURRENT  REDEMPTION. 

Assuming  what  I  have  stated  is  correct,  is  it  not  a  good  and  not  an 
evil  to  continue  $200,000,000  of  legal-tender  notes  so  that  they  can  be 
used  as  available  funds  by  banks  to  supply  and  transfer  balances 
rather  than  to  be  at  the  expense  of  transporting  gold! 

Mr.  Fairchild.  It  would  not  be  necessary  to  transport  the  gold  any 
more  than  we  do  at  New  York  at  the  present  time.  There  they  have  to 
put  the  gold  in  charge  of  the  clearing-house,  and  they  have  simply  a 
piece  of  paper  to  represent  it.    It  is  a  mere  matter  of  ingenuity. 

Mr.  Walker.  In  the  absence  of  this  $200,000,000  of  legal  tender 
they  would  have  to  accumulate  this  $600,000,000  of  goldt 

Mr.  Fairchild.  Yes. 

Mr.  Walker.  Kow,  if  that  is  so,  would  it  not  be  a  good  to  the  country 
not  to  require  them  to  accumulate  the  $600,000,000,  but  be  satisfied 
with  $400,000,000,  and  let  them  hold  $200,000,000  of  greenbacks  in  the 
place  of  $200,000,000  goldf 

Mr.  Fairchild.  Who  is  behind  the  $200,000,000  in  greenbacks  1 

Mr.  Walker.  The  banks.  They  have  to  redeem  them  the  same  as 
their  own  currency. 

Mr.  Fairchild.  Where  do  they  get  the  gold  for  that! 

Mr.  Walker.  The  same  as  to  redeem  any  other  currency  notes,  oat 
of  the  $621,000,000  of  gold. 

Mr.  Cox.  Where  do  they  get  the  $421,000,000? 

Mr.  Walker.  It  is  '*  visible"  in  the  country  now. 

Mr.  Fairchild.  I  do  not  get  very  clearly  in  my  mind  how  you  relieve 
the  Government  of  the  greenbaeks  and  the  greenbacks  still  remain, 
making  the  banks  responsible  for  them.  Where  then,  do  you  differ- 
entiate them  from  the  other  notes,  as  to  reserves  and  liabilities f  How 
do  you  arrive  at  that? 

Mr.  Walker.  Arrive  at  their  current  redemption  f 

Mr.  Fairchild.  Yes. 

Mr.  Walker.  By  requiring  banks  to  deposit  in  lawful  money  in  the 
Treasury  a  sum  equal  to  12^  per  cent  of  their  capital  and  destroy  the 
existing  greenbacks  to  the  same  amount  and  issue  to  the  banks  a 
new  print  of  the  greenbacks  with  their  own  bill  printed  on  the  back  of 
them,  which  they  shall  sign  and  execute  as  though  it  were  only  their  own 
note,  and  it  is  legal  tender  to  everybody  as  now — every  bank  and  every 
individual — except  to  the  bank  that  takes  and  issues  them.  They  will 
be  the  same  as  a  Bank  of  England  note.    They  are  legal  tender  every- 
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where  except  at  the  bank  wbose  note  is  printed  on  the  back  of  them. 
That  takes  $200,000,000,  and  the  bill  further  provides  that  that  anioant 
BhaU  uever  be  increased,  but  that  the  percentage  of  12^  shall  be  reduced. 
It  does  not  mention  $200,000,000,  but  that  is  what  it  comes  to.  When 
that  is  once  done,  12^  per  cent  will  never  be  increased,  but  on  the  contrary 
may  be  reduced. 

Mr.  Fairohild.  If  I  apprehend  your  question,  it  seems  to  me  that  that 
18  making  a  legal  tender  again  of  somebody's  credit,  and  while  that  is 
economical,  or  might  be  economical,  and  we  might  like  to  limit  it,  I  am 
afraid  of  the  idea.  I  do  not  know  that  I  do  comprehend  the  idea  fully, 
bnt  if  I  do,  I  am  afraid  of  the  idea  of  making  anybody  take  anybody's 
promise  to  pay  if  he  does  not  want  to  take  it.  That  would  be  my 
objection  to  your  idea,  if  I  understand  it. 

Mr.  Walker.  The  point  is  that  the  people  insist  on  retaining  the 
legal-tender  notes  and  refuse  to  withdraw  them. 

Mr.  Fairghild.  Under  our  bill  they  remain  if  the  people  do  not  want 
to  have  them  paid. 

Mr.  Walker.  Do  you  mean  all  the  people  or  the  people  who  are  the 
bankers  f    This  becomes  a  political  question. 

Mr.  Fairohild.  Anybody  wlit>  holds  them  may  refrain  from  present- 
ing them  for  payment  in  gold  if  they  prefer  to  have  them;  and  my 
opinion  would  be,  as  I  have  already  expressed  it,  that  having  once 
established  our  principle  they  would  be  retained  certainly  during  the 
ten  years,  and  even  after  they  cease  to  be  a  legal  tender  they  would  be 
performing  a  very  large  fiinction. 

Secretary  Gage.  Mr.  Walker,  I  would  like  to  ask  you  a  question  or 
two  on  that  point. 

Mr.  Walker.  Certainly. 

Secretary  Gage.  Your  proposition  is  equivalent,  as  I  understand  it, 
to  the  banks  loaning  the  Government  of  the  United  States  12^  per 
cent  of  the  amount  of  their  circulating  notes  free  of  interest,  substan- 
tially. 

Mr.  Walker.  !No,  not  at  all;  because  if  it  was  to  a  greater  amount 
it  might  be,  but  being  at  an  amount  so  small,  only  one-quarter  of  the 
cash  reserve  that  the  law  requires  them  to  keep,  and  being  all  taken 
up  in  the  reserve,  and  the  coin  reserve  being  ample  without  that,  they 
being  treated  as  coin  and  performing  all  the  work  of  coin,  it  is  equiva- 
lent to  allowing  banks  the  liberty  of  using  their  own  paper  in  the  place 
of  gold.  The  bill  is  drawn  upon  that  theory,  and  allows  the  bank  with 
50  per  cent  of  greenbacks  to  take  out  50  percent  of  currency,  but  when- 
ever the  bill  gets  into  full  operation,  it  may  take  100  per  cent  the  same 
as  a  bank  with  12^  per  cent,  upon  the  theory  that  this  was  worth  to  the 
banks  in  practice  as  much  as  the  gold. 

Secretary  Gage.  Still,  it  would  remain  true  that  the  Government 
would  get  the  advantage  of  $200,000,000  without  interest  f 

Mr.  Walker.  Certainly. 

Secretary  Gage.  The  only  difference  is  that  it  would  be  furnished  by 
the  banks  without  any  sacrifice  or  costf 

Mr.  Walker.  Yes. 

Secretary  Gage.  Since  it  would  go  into  the  bank  reserves,  being 
available  to  ihem  in  an  ultimate  casef 

Mr.  Walker.  It  would  never  be  circulated  at  alL  It  would  take 
them  from  circulation  as  much  as  your  system  or  Mr.  Fairchild's. 

Secretary  Gage.  They  probably  would  not  be  circulated,  but  if  they 
were  paid  out  the  bank  would  have  to  redeem  them  and  it  would  be  as 
much  a  charge  on  them  as  if  they  were  their  own  notes.    Therelbre,  is 
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it  worth  while  to  go  through  the  machinery  of  those  notesl  Would  it 
not  be  better  for  the  banks  to  lend  the  Government  $200,000,000  for  the 
privilege  of  issuing  their  own  notesl 

Mr.  Walker.  It  absolutely  relieves  the  United  States  Treasury  from 
all  rwponsibility  for  redemption,  for  the  bill  (B.  R.  3333)  provides  that 
the  banks  shall  pay  a  penalty  tax  of  one-tenth  of  1  per  cent  on  their 
deposits  if  they  fail  to  maintain  the  parity  between  the  fonr  kinds  of 
money — the  national  bank  notes,  the  legal-tender  notes,  and  the  silver 
dollars,  and  the  gold  coin.  We  will  go  along  a  little  further  and 
to-morrow  you  or  Air.  Faircliild  may  make,  if  you  please,  any  observa- 
tions which  you  want  to  make  on  this  proposition.  We  will  take  that 
up  to-morrow  morning. 

Mr.  McCleary.  I  have  been  trying  to  picture  this  note  that  you 
have  b^'en  describing.  Am  I  to  und<^rstand  that  it  is  a  United  States 
note  on  one  side  and  a  bank  note  on  the  otherf 

Mr.  Walker.  Yes;  it  is  exactly  the  same  as  legal-tender  notes 
6xce])t  to  the  bank  that  has  its  note  printed  on  the  back,  and  to  that 
bank  it  is  purely  a  currency  note,  like  the  rest  of  the  notes  it  issues 
against  its  assets. 

is  it  not  a  fact  that  neither  the  Government  Treasury  here  nor  any 
subtreasury  can  currently  redeem  paper  with  the  current  funds  as 
banks  can  do  itf  The  Government  can  not  do  it  without  the  actual 
presence  of  the  legal  redeemer  f  I  address  my  remark  to  either  Secre- 
tary Fairchild  or  Secretary  Gage,  or  to  both. 

Mr.  Fairchild.  Will  you  i^epeat  thatt 

Mr.  Walker.  Can  the  United  States  Treasury  or  any  of  its  sab- 
treasniies  currently  redeem  paper  money  as  freely,  immediately,  and 
econonii<'al1y  as  the  banks  can  redeem  the  paper  money  themselves! 

Mr.  Fairchild.  Do  you  mean  can  the  Treasury  redeem  bank  notes  as 
economicallyf 

Mr.  Walker.  Paj)er  money  of  any  kind — paper  money  that  they 
issue  as  easily  as  the  banks  can  redeem  money  they  issue. 

Mr.  Fairchild.  I  do  not  understand. 

Mr.  Walker.  The  Government  can  not  issue  it  because  it  has  not 
the  machinery  to  do  it. 

Secretary  Gage.  Is  it  a  question  of  the  relative  cost  of  the  machinery 
of  doing  it  by  the  Government  or  banksf 

Mr.  Walker.  That  is  it  exactly.  * 

Mr.  Fairchild.  That  I  can  not  say.  That  is  a  matter  of  statistics. 
I  con  Id  not  say  as  to  the  cost. 

Mr.  Walker.  For  the  cost  of  keeping  the  redemption  of  moneys— 
the  whole  svstero — the  United  States  Government  has  held  between 
$2(K),0(M>,0()0  and  $300,000,000  of  money  for  twenty  years.  It  is  a  cost 
to  the  people  who  are  taxed  to  keep  it  of  6  per  cent  interest  on  that 
sum  of  money.  Now,  it  is  proposed  in  both  your  bill  and  in  Secre- 
tary Gage's  bill  to  add  $200,000,"00  more,  bringing  the  money  in  the 
United  States  Treasury  up  t^  $450,000,00",  and  the  interest  on  that  costs 
the  people  6  per  cent.  That  makes  $27,000,000  a  year  for  the  privilege 
of  the  United  States  Treasury  redeeming  this  paper  money —that  is, 
we  have  got  to  keep  that  amount  on  hand.  Kot  only  that,  but  the 
machinery  of  redemption  in  the  sense  of  products  meeting  products 
in  the  general  funds  of  a  bank  and  their  paper  representatives  including 
currency  notes  with  its  other  obligations  redeeming  each  other,  not 
Treasury  redemption,  is  not  as  convenient  as  it  would  be  in  a  banking 
system  outside  the  Treasury?    Is  not  that  a  facti 

Mr.  Fairchild.  That  is  a  fact. 
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TBEASUBY  BSLIEYBD  OF  GUBBENT  BKDEMFTION. 

Mr.  Johnson.  Do  yon  eliminate  the  Ignited  States  Treasnry  in  yonr 
scheme  t 

Mr.  Walkeb.  Gertaitlly.  It  is  nothing  to  the  public  whether  the 
Treasnry  receipts  are  more  or  less  nuder  my  bill. 

My  bill  absolntely  relieves  the  United  States  Treasury  from  having 
anything  to  do  with  the  current  redemption  of  any  money  of  any  kind, 
and  puts  it  on  the  banks,  and  on  the  theory  that  the  banks  can  do  it 
at  no  cost,  that  gold  freely  flows  into  the  banks,  and  flows  out  of  them 
where  they  issue  true  currency  notes — ^paper  money.  That  absolutely 
relieves  the  Treasury.  My  claim  is  that  my  system  would  relieve  the 
United  States  Treasury  of  keeping  $400,000,000,  more  or  less,  that  your 
bills  require  to  be  kept  in  the  Treasury. 

Mr.  Faibohild.  What  is  the  $400,000,000t 

Mr.  Walkeb.  There  is  $280,000,000  now  in  the  United  States  Treas- 
ury, more  or  less— some  $280,000,000  to  $288,000,000;  $288,000,000  it 
has  averaged  in  some  years. 

Mr.  NswLANDS.  Of  whatf 

Mr.  Walkeb.  I  mean  of  '^free  moneys,"  as  reported.  Call  it  Govern- 
ment working  note  redemption  capital  if  you  choose.  England  has  a 
working  capital  of  about  $20,000,000 ;  France  a  working  capital  of  about 
$30,000,000,  and  Germany  a  working  capital  of  about  $20,000,000,  and 
we  have  $280,(K)0,000. 

Now,  Mr.  Gage  proposes  to  take  out  $125,000,000  of  this  $288,000,000; 
he  proposes  to  add  $200,000,000,  making  $325,000,000,  which  is  equiva- 
lent to  adding  $200,000,000  to  what  we  now  have;  while  my  bill  relieves 
the  Government  of  the  necessity  of  keeping  any  money  whatever  except 
an  ordinary  exchequer  balance,  the  same  as  any  man  keeps  who  does 
his  business  for  cash.  • 

Mr.  Faibchild.  Then  somebody  else  is  to  take  care  of  those  things. 

Mr.  Walkbb.  It  costs  the  Government  interest  on  it  and  would  not 
cost  the  banks  anything. 

Mr.  Faibchild.  They  do  not  make  interest  on  the  money  in  their 
vaults. 

Mr.  Walkeb.  That  is  true,  but  they  would  not  have  to  keep  any 
additional  sum  there  undei:  bill  H.  B.  3333. 

Mr.  Faibchild.  They  would  take  care  of  the  notes,  and  the  banks 
would  not  have  to  do  any  more  than  now.    Is  that  itf 

Mr.  Walkeb.  The  banks  today  sustain  the  Treasnry  and  are  at  the 
expense  of  sustaining  the  thousand  million  dollars  that  arein  circula- 
tion. That  is  my  assumption.  Now,  if  the  thousand  million  dollars 
that  is  in  circulation  pays  only  1  per  cent,  the  people  are  in  fact  paying 
the  difference  between  1  and  6  per  cent  on  the  whole  $1,000,000,000  the 
way  it  is  now  issued — that  is,  $50,000,000  a  year  in  higher  rates  of 
interest.    I  ask  you  if  that  is  not  a  factf 

Mr.  Faibchild.  I  do  not  get  at  that. 

Mr.  Walebb.  Suppose  there  was  no  paper  money  in  existence  except 
that  issued  by  the  banks,  and  suppose  the  demands  of  the  people  call 
for  $1,000,000,000  of  paper  money,  as  now,  and  the  banks  issued  it  and 
kept  that  amount  in  circulation.  We  will  put  it  in  round  numbers. 
The  banks  would  make  on  that  what  their  rates  of  loans  and  discounts 
were  on  their  general  business. 

Mr.  Faibchild.  Yes. 

Mr.  Walksb.  If  they  are  not  making  any  money  on  that,  then  the 
banks  are  losing  that  much  that  they  otherinse  would  make  under  the 
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English  or  Scotch  or  French  or  German  or  Suffolk  or  State  bank 
system,  or  under  the  Walker  bill.    Is  not  that  true! 

Mr.  ITairohild.  Of  course;  that  is  a  mathematical  statement;  tiiat 
if  they  do  not  loan  the  money  then  they  are  not  making  the  interest  on  it 

Mr.  Walker.  That  is  as  far  as  I  care  to  go*  on  that. 

GOVERNMENT  GUARANTY  OP  PINAL  REDEMPTION. 

Mr.  Fowler.  Ultimate  redemption,  however,  is  thrown  upon  the 
Government. 

Mr.  Walker.  Yes,  when  a  bank  becomes  insolvent,  $200,000,000  of 
it;  but  there  is  a  tax  that  more  than  covers  it. 

Mr.  Fowler.  But  there  is  no  limit  to  the  taxf 

Mr.  Walker.  Yes. 

Mr.  Fowler.  The  Government  is  responsible  absolutely  f 

Mr.  Walker.  Certainly;  but  there  is  a  tax  that  will  pay  for  that 

Mr.  Fowler.  But  if  that  tax  doesn't  happen  to  cover  it  the  Govern- 
ment must  take  it  upf 

Mr.  Walker.  Certainly ;  the  Government  guarantees  in  a  statute 
the  same  as  now,  with  a  bond. 

Mr.  Fowler.  It  is  an  absolute  guarantee  for  all  the  banks  may 
issue  f 

Mr.  Walker.  Yes.  The  money  is  just  as  safe  as  the  bonds,  except 
it  is  written  in  the  statute  instead  of  being  written  in  the  bonds. 

Mr.  Hill.  There  is  a  6  per  cent  held  by  the  Government  of  its  own 
money  against  its  own  notes. 

Mr.  Walker.  Yes,  it  would  amount  to  $10,000,000,  and  the  bank 
also  keeps  with  the  Government  an  amount  equal  to  5  per  cent  of  its 
currency,  which  it  can  not  count  in  its  reserve. 

Mr.  Johnson.  Are  you  Uhlking  about  your  billt 

Mr.  Walker.  I  am  talking  about  my  bill.  I  have  asked  these  gen- 
tlemen to  tell  me  in  the  morning  whether  that  does  not  meet  then*  idea 
of  what  we  are  aiming  to  do  in  a  bill  to  report  by  this  committee.  Ib 
not  all  the  currency,  paper  money,  used  in  all  the  leading  nations 
kept  at  par  with  gold  by  the  banks  in  each  country,  this  country  alone 
excepted t  Is  not  that  true,  Mr.  Fairchildt  (After  a  pause.)  Unless 
specie  is  at  a  premium  f    Every  sound-money  nation,  I  mean. 

Mr.  F AiRCHiLD.  Certainly.  They  have  no  government  notes  in  those 
countries,  as  I  understand  it. 

Mr.  Walker.  !No  other  country  has  government  notes. 

Mr.  Newlands.  How  about  Italy! 

Mr.  Fowler.  Japan,  Italy,  and  Bussia  all  have. 

OHANGINa  THE  OLD  BONDS  FOR  NBW. 

Mr.  Walker.  You  said  with  reference  to  changing  these  bonds,  the 
other  day,  that  'Hhe  Government  of  the  United  States  would  have  to 
pay  the  same  sum,  principal  and  interest,  adding  them  both  together, 
that  it  would  have  to  pay  under  the  bonds  that  are  now  out.  Counting 
both,  it  would  not  increase  or  diminish  the  public  debt  that  will  finally 
have  to  be  liquidated  on  account  of  bonds,  excepting  this — some  of  the 
bonds  mature  in  lOOi  and  some  of  them  in  1907.  These  2^- per  cent 
bonds  that  I  propose  to  issue — this  extends  the  bonds  a  little;  in  one 
case  it  extends  them  three  years  and  in  the  other  case  one  year,  by  the 
2^-per  cent  bond  I  propose."    My  question  is,  do  you  mean  that 
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when  yoa  get  at  the  total  iuterest  that  is  paid  through  the  period, 
principal  and  interest,  and  add  the  two  together  it  amounts  to  the  same 
sum. 

Secretary  OAaE.  Yes,  sir;  substantially  the  same  sum. 

Mr.  WAiiEER.  That  was  my  understanding  of  it.    (Beading.) 

The  present  5  per  cent  loan  of  1904, 

$6,000,000  X  6  years $80,000,000.00 

Add  the  principal  of  5  per  cent  bonds 100,000,000.00 

To  raise  by  taxation  daring  the  life  of  the  bonds 130, 000, 000. 00 

The  new  bonds  provided  in  the  Gage  bill,  viz :  the 
2^  per  cent  10-year  bonds  to  cancel  it: 

$2,851,739.75  X  10  years $28,517,397.50 

Add  the  principal  of  the  new  2i  bonds 114, 069, 590. 00 

142, 586, 987. 50 

Increased  sum  to  raise  by  taxation 12,586,987.50 

The  present  4  per  cent  loan  of  19(n, 

$22, 385,652  X  9  years $201,470,868.00 

Add  the  principal  of4  per  cent  bonds 559,461,300.00 

To  raise  by  taxation  during  the  li  fe  of  the  bonds 760, 932, 168. 00 

The  new  bonds  provided  in  the  Gage  bill,  viz :  the 
2^  per  cent  10-year  bonds  to  cancel  it : 

$15,747,956. 75  X  10  years $157,479,567.50 

Add  the  principal 629,918,270.00 

787, 397, 837. 50 

Increased  sum  to  raise  by  taxation 26,465, 669.50 

Annual  interest  on  the  present  4  per  cent  loan  of  1925  {which  is  not  included  in  the  Oage 

Mil). 

$6,492. 616  X  27  years $175,300,632 

Add  the  principal 162,315,400 

To  raise  by  taxation  during  the  life  of  the  bonds 337, 616, 032 

The  new  bonds  provided  in  the  Gage  bill,  viz :  the  2^  per  cent 

10-year  bonds  to  cancel  it,  at  $5,252, 954. 50  X  10  years $52, 529, 545 

Add  the  principal 210,118,180 

262,647,725 

Iiesssnm  to  raise  by  taxation $74,968,307 

If  the  4  per  cent  bonds  of  1925  conld  be  fnnded  into  2^  per  cent  ten- 
year  bonds,  at  their  market  price,  there  would  need  to  be  raised  by 

taxation  during  the  life  of  the  bond $74,968,307.00 

By  so  fnnding  the  5  per  cent  1904  bonds  the  sum  to  be 

ultimately  raised  by  taxation  is  increased  by $12, 586, 987. 60 

And  by  so  funding  the  4  per  cent  1907  bonds  the  sum 
to  bo  raised  daring  the  life  of  the  bonds  by  taxation 
iaincreased  by 26,465,669.50 

A  total  of 39,062,657.00 

Showing  a  sum  in  favor  of  selecting  the  4  per  cent  loan  of  1925  over 
the  5  per  cent  1904  and  4  per  cent  1907  of 35,915,650.00 

Inerease  in  the  1904  bonds 12,586,987.50 

In  the  1907  bonds 26,465,669.50 


Total  increase  of  taxes  in  the  life  of  the  bonds 39, 052, 657. 00 

The  face  valaeofthese  1904  and  1907  bonds  is 659,641,300.00 

Changed  to  a  2i  per  cent  bond  it  wiU  bo 743,987,860.00 

Incnaseof 84,346,660.00 
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Title  of  loan. 

Rate. 

Outstanding 

Nov.  I, 

1807. 

Market  value 
Jan.  1,  1898 
(estimated). 

Amoiiutof2| 
per  cent  10- 
year  bonds, 
interest  pay- 
able quar- 
terly, that 
would  Ite  of 
the  same 
value  to 
holder  as  said 
bond  Jan.  1, 
1898. 

Annual  in- 
terest payap 
ble  on  the 
present  out- 
standing 
bonds. 

Annual  fai- 
terest  para- 
ble on  the 
propofled 
2{  per  cent 
lOyesr 
bonds. 

Loan  of  1904 

5  per  cent. 
4  per  cent. 
4  per  cent. 

1100,000,000 
569,641,300 
162, 315. 400 

a$114,0e0.590 
6636,503,760 
a210.llA.180 

$114,069,560 
629.918,270 
21U,  118, 180 

65.000.000 

22,885,652 

6,402,616 

$2,851,730.75 

Funded  loan  of  1907 . . . 
Loan  of  1926 

16,747,066.75 
5,252,054.50 

Total 

821,056.700 

059. 691, 630 

964.106,060 

38.878.268 

23,858,651.00 

a  At  2|  per  cent. 


b  At  2.4  per  cent. 


Had  Secretary  Oage  iocladed  the  1925  bonds  and  fanded  them  with 
the  others,  he  would  have  reduced  the  sum  to  be  rareed  by  taxation  by 
$36,000,000  instead  of  increasing  it  by  $39,000,000.  So  you  were 
mistaken  in  that  statement. 

Secretary  Gage.  No,  I  am  not,  unless  you  had  figured  that  because  it 
has  the  use  of  the  money  for  a  longer  time 

Mr.  Walker.  No,  I  have  not  figured  anything  on  that. 

Secretary  Gage.  This  exchange  of  tlie  outstanding  bond  for  the  2^ 
per  cent  bonds  I  propose  would  be  on  the  present  worth  of  the  present 
bond.  We  would  receipt  them  and  give  bonds  for  them — ^these  2^  per 
cent  bonds.  So  the  man  would  realize  as  much  principal  and  interest  in 
the  one  case  as  he  would  in  the  other. 

Mr.  Walksb.  During  the  life  of  the  bond. 

Secretary  Gage.  Compound  interest  both  ways  or  reinvestment  of 
the  money  during  the  life  of  the  present  outstanding  bond. 

Mr.  Walker.  The  tax  now  on  this  $100,000,000  is  $5,000,000  a  year; 
six  times  that  is  $30,000,000,  and  the  principal  is  $100,000,000.  That 
amounts  to  $130,000,000.  On  the  2^  per  cent  bonds  to  cancel  that  the 
interest  is  $142,586,987.50  for  ten  years. 

Secretary  Gage.  I  can  not  help  what  figures  you  have  there.  If  I 
have  a  note,  payable  in  ten  years  from  now  at  6  per  cent  interest,  it  is 
very  easy  to  figure  out  what  it  is.  Take  my  note  at  4  per  cent  interest 
instead  of  6  per  cent  and  make  the  new  bonds  say  that  I  will  accoant 
to  the  man  just  the  same  as  though  I  had  paid  him  prinripal  and  inter- 
est at  the  dates  on  which  the  same  matured  on  his  present  loan.  It  is 
a  question  for  an  actuary  to  figure  out,  and  as  a  matter  of  fact  he  has 
figured  it  out,  showing  at  what  price  we  will  take  in  the  4  per  cent 
bonds,  giving  2^  per  cent  bonds  to  equalize  the  thing. 

Mr.  WAiiKEB.  He  has  given  the  market  value  here  and  given  valae 
of  the  bonds. 

Secretary  Gagb.  You  have  not  figured  it  right. 

Mr.  Walker.  They  are  the  actuary's  figures  that  I  have. 

Secretary  Gagb.  You  have  not  made  allowance  for  some  factors  in 
the  exchange. 

Mr.  Walker.  Will  you  report  on  that  in  the  morning  f 

Secretary  Gage.  I  do  not  think  it  is  necessary  to  report  on  anything. 
It  is  a  perfectly  feasible  everyday  proposition,  by  which  you  convert  a 
4  per  cent  bond  into  a  bond  of  a  lower  price,  a^i^^^ii^ir  the  relations  on 
the  principle  of  accounting,  just  as  you  would  account  to  a  man  who 
had  retained  his  bond  as  to  the  semiannucd  payments  from  time  to 
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time  with  a  larger  amount.  It  may  be  possible  that  this  statement 
which  you  aud  I  make  grows  out  of  the  fact  that  under  my  proposition 
we  defer  the  payment  of  about  $10,000,000  a  year  interest  for  nine  or 
ten  years,  and  if  we  do,  we  will  have  to  pay  interest  on  that  deferred 
payment  like  any  other  deferred  payment,  but  I  am  not  sure  whether 
that  is  true  or  not. 

Mr.  Walker.  The  point  is  we  have  to  defend  our  action  before  the 
people,  and  they  take  up  these  statements  and  these  are  the  figures 
presented  to  them.  Your  statement  is  tbat  no  more  would  have  to  be 
raised  in  taxation  during  the  life  of  these  bonds  you  propose  than 
would  have  to  be  raised  under  the  existing  bonds  to  cover  the  principal 
and  interest.  The  actuary  has  figured  out  the  market  value  January 
1, 1898,  estimated  as  2^  per  cent  on  the  1904  5  per  cent  bonds,  to  pay  an 
income  of  2.4  to-day  on  the  1907,  and  pay  an  income  of  2^  per  cent  on 
the  1925  bonds,  which  shows  an  advantage  to  the  Government  in  taking 
up  the  1925  bonds  rather  than  the  other  bonds. 

Secretary  Gage.  I  will  talk  to  the  actuary  about  that.  Perhaps  he 
can  make  it  clear. 

Mr.  Wai££R.  Do  you  not  think  it  is  the  duty  of  this  committee,  if  it 
can  report  a  bill  that  has  as  favorable,  and  certainly  if  it  has  a  more 
favorable,  opportunity  of  passing  the  House  that  will  at  once  place  our 
financial  and  banking  systems,  the  Treasury  system,  where  yon  would 
propose  to  place  it  in  the  future,  to  have  it  done  now  rather  to  pass  the 
bills  that  are  tentative  in  their  character  t 

Secretary  Gage.  Yes;  I  do  think  so. 

Mr.  Walker.  Will  you  critically  examine  the  bill  of  Mr.  Fowler 
and  the  bill  of  the  chairman,  which  I  hope  you  will  do  before  you  come 
to-morrow,  and  then  give  us  your  opinion  on  those  billst  That  is  what 
we  want — exactly  what  you  think  about  those  bills. 

Secretary  Gage.  They  are  both  pretty  long  and  comprehensive,  and 
I  do  not  know  that  I  will  have  time  by  to-morrow  morning  to  examine 
thenu 

Mr.  Walker.  In  my  bill  the  text  is  somewhat  long,  but  were  there 
no  complications  of  our  Treasury  and  currency  situation,  and  were  no 
provisions  necessary  to  provide  for  the  transition  to  a  better,  I  could 
write  it  on  two  pages. 

Secretary  Gage.  I  wish  you  would. 

Mr.  Walker.  I  can  not  do  that.  I  say,  in  answer  to  your  suggestion, 
that  the  reason  I  can  not  do  it  is  because  we  have  a  perfectly  chaotic 
condition  in  our  financial  and  banking  system,  and  we  are  obliged  to 
provide  for  its  transition,  so  any  bank  would  not  know  that  its  neighbor 
bank  was  being  changed  from  the  present  system  to  the  one  proposed, 
nor  any  merchant,  even  if  a  crisis  should  strike  us  during  the  progress 
of  it;  and  when  you  undertake  to  reduce  financial  chaos  to  order,  you 
have  to  use  quite  a  number  of  words.  I  think  the  bill  will  do  that,  and 
1  would  like  your  judgment  on  that  point  also. 

My  |)oint  is,  wliat  I  propose  in  my  bill  is  far  simpler  and  far  more 
easy  to  get  through  Congress  than  either  of  the  other  bills. 

Secretary  Gage.  Well,  you  ought  to  understand  your  own  bill  better 
than  anybody  else  could,  or  better,  perhaps,  than  you  could  understand 
any  of  the  others. 

ifr.  Walker.  Have  you  examined  the  bill  carefully  t 

Secretary  Oagb.  Yes;  I  read  it  caiefuUy,  and  got  so  I  understood  it 
pretty  well  at  one  time. 
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REAFFIRMING  THE  GOLD   STANDARD. 

Mr.  Walker.  What  I  wanted  to  ask  you  and  Mr.  Fairctaild  was  the 
same  question  I  asked  Senator  Edmunds.  The  existing  standard,  as 
you  claim,  being  declared  in  the  law  to  be  the  gold  standard,  why  com- 
plicate the  difficulty  of  getting  a  banking  bill  through  by  reenacting 
that  statement  f  Can  anything  be  accomplished  by  reenacting  that 
declaration  if  it  is  existing  law,  as  I  understand  Mr.  Edmunds  con- 
ceded, rather  than  to  go  forward  and  create  the  machinery  that  shall 
make  practical  that  theoretical  declaration,  when  including  in  a  bill  the 
theoretical  declaration  would  probably  defeat  the  bill  in  the  Housef 
Why  should  that  be  attempted  f 

Mr.  Fairohild.  Do  you  swsk  that  of  met 

Mr.  Walker.  Yes;  of  both  of  you. 

Mr.  Fairchild.  I  would  like  to  refer  back  to  the  answer  that  Mr. 
Edmunds  gave  to  that  and  have  that  as  my  answer  also. 

Mr.  Walker.  Mr.  Edmunds  did  not  give  any  answer. 

Mr.  Fairchild.  Oh,  yes;  he  gave  a  good  answer. 

Mr.  Walker.  Well,  he  went  around  the  point  in  his  answer. 

Mr.  Fairchild.  I  think  if  you  look  that  up  you  will  see  he  answers 
that  very  clearly.    [See  page  81.] 

Secretary  Gage.  He  gave  a  good  answer,  but  I  am  willing  to  supple- 
ment it. 

Mr.  Walker.  We  will  be  glad  to  hear  what  you  would  add. 

Secretary  Gage.  The  obligations  of  the  United  States  are  payable 
in  coin.  There  is  a  very  deep  dispute  as  to  what  that  means.  Our 
friends  on  one  side  of  the  House  say  it  means  that  the  Government  of 
the  United  States  can  with  perfect  propriety  pay  silver.  The  other 
side  of  the  House  say,  "No,  it  will  be  bad  faith  to  do  it;  it  would  not 
be  honorable." 

In  order  to  indicate  that  the  Government  would  either  pay  gold  or 
silver,  and  whichever  it  paid  that  it  should  be  as  good  as  gold  in  every 
way,  the  Congress  passed,  on  three  occasions,  attachments  or  amend- 
ments or  clauses  in  acts  relating  to  other  matters,  in  which  they  declared 
that  it  will  be  the  policy  of  the  United  States  to  maintain  the  parity 
between  these  two  metals.  If  that  is  done  nobody  could  complain. 
Nevertheless  there  are  outstanding  $800,000,000  and  some  odd  thousand 
dollars  of  bonds  of  the  United  States  which  are  issued  under  a  law  of 
thirty  years  ago,  payable  in  coin,  and  all  these  various  acts  and  clauses 
in  acts  which  relate  to  parity  have  been  passed  since.  They  may  all  be 
repciiled  and  do  no  violence  whatever  to  the  contracts  which  were  made 
thirty  years  ago.  And  as  long  as  that  is  the  fact  and  one  section  of  the 
country — a  highly  respected  minority — at  least,  contend  it  is  the  right 
and  the  duty  of  the  Government  to  pay  the  coin  in  silver,  there  is  a 
constant  pressure  and  temptation  to  repeal  those  measures,  to  open  tbe 
road,  and  as  long  as  the  majority  hesitate  and  doubt  and  are  afraid  to 
face  the  question,  so  long  doubt  will  exist  in  the  minds  of  the  people 
who  are  the  victims  of  the  legislation.  Those  are  the  facts  which,  to 
my  mind,  seem  to  make  it  necessary  for  the  welfare  of  this  country  to 
give  better  assurances  than  now  exist  that  the  present  gold  standard, 
which  was  practically  established  in  1834,  shall  continue  to  prevail  ana 
be  the  standard  of  future  payments  for  an  indefinite  ftiture  or  for  all 
time  to  come.  That  is  why  it  is  important,  and  as  important  a  thing  as 
any  other  feature  of  the  bill. 

Mr.  Walker.  Do  you  not  understand  that  France  is  absolutely  secure 
on  the  gold  standard? 


• 
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Secretary  Gage.  Yes,  I  think  so. 

Mr.  Walker.  Do  you  not  think  Germany  is  absolutely  secure  on  the 
gold  standard  f 

Secretary  Gaoe.  I  believe  so;  bnt  it  does  not  make  so  much  differ- 
ence to  me  what  Germany  or  France  are  on  as  it  does  what  we  are  on, 
because  onr  contracts  are  domestic  and  relate  to  all  the  trade  and  com- 
merce which  we  get. 

Mr.  Walker.  I  make  the  statement  that  the  bill  drawn  by  me  (H. 
B.  33^3)  puts  us  on  precisely  the  same  standard  in  precisely  the  same 
manner,  with  a  little  different  machinery,  as  France  or  Germany,  and 
if  that  is  the  fact,  and  that  bill  could  be  passed  and  this  Monetary 
Commission  bill  could  uot,  and  mine  accomplishes  what  you  declare 
ought  to  be  accomplished 

Secretary  Gage  (interrupting).  Theu  it  would  be  perfectly  satisfac- 
tory to  me  iu  that  particular. 

[Thereupon,  at  2.45  p.  m.,  the  committee  adjourned  until  the  following 
morning;  January  19, 1898,  at  10.30  o'clock.] 


Committee  on  Banking  and  Currency, 

Washington,  D.  0.,  January  19j  1898. 

SIXTH  DAY.  I 

The  committee  met  at  10.30  a.  m.,  Hon.  Marriott  Brosius  in  the  chair. 

Present:  Messrs.  Walker,  Brosius,  Johnson,  Van  Voorhis,  McCleary, 
Fowler,  Spalding,  Bill,  Prince,  Mitchell,  Capron,  Cox,  Newlands,  Stall- 
iiigs,  Ermentrout,  and  Maddox. 

The  clerk  read  a  letter  from  Hon.  Lyman  J.  Gage,  Secretary  of  the 
Treasury,  asking  to  be  excused  from  appearing  before  the  committee 
this  morning,  owing  to  a  slight  indisposition. 

Hon.  Charles  S.  Fairchild  then  resumed  his  statement.    - 

8TATB1IEST  07  HON.  CHARLES  8.  7AIECHILD,  A  MEMBER  OE  THE 
MOHETABT  COMMISSIOH  AHD  EX  SECRETABT  OF  THE  TEEAS- 
UBT— Continued. 

Mr.  Walker.  Mr.  Fairchild,  we  will  go  on  with  the  hearing.  I  wish 
to  say  I  do  not  think  we  accomplish  so  much  by  questions  not  being 
asked  at  the  point  where  they  should  be  asked,  and  therefore,  while  I 
hold  the  floor,  I  will  yield  to  any  gentleman  for  a  question  which  is  per- 
tinent to  the  subject  I  introduce  and  n)ust  decline  to  yield  for  one  on 
any  other  subject.  If  any  member  of  the  committee  desires  to  ask 
questions  ou  the  particular  point  made,  I  will  yield. 

changes  in  existing  law  proposed  in  the  SEYEBAIi  BILLS. 

When  we  closed  last  night  you  were  asked  in  reference  to  your  taking 
the  risk  of  losing  the  whole  bill  by  putting  in  the  declarations  which  are 
in  the  bill  of  the  commission  and  also  in  the  bill  prepared  by  the  Secre- 
tary of  the  Treasury,  Mr.  Oage,  in  reference  to  the  gold  standard.  In 
view  of  the  fact  developed  in  searching  the  statutes  that  section  3511 
of  the  Revised  Statutes  declares:  "The  gold  coin  of  the  United  States 
shall  be  a  one-dollar  piece,  which  at  the  standard  weight  of  25.8  grains 
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Bhall  be  the  unit  of  value,"  and  that  the  act  of  July  14, 1890,  reaffirms 
that  ill  the  following  words:  ^^It  being  the  established  policy  of  the 
United  States  to  maintain  the  two  metals  on  a  parity  with  each  other 
upon  the  present  legal  ratio  or  such  ratio  as  may  be  provided  by  law," 
and  that  the  act  of  November  1, 189.i,  repealing  a  part  of  the  act  of 
July  14, 1890,  again  reaffirms  section  3511  of  the  Revised  Statutes  in  the 
following  words:  "And  it  is  hereby  declared  to  be  the  policy  of  the 
United  States  to  continue  the  use  of  both  gold  and  silver  as  standard 
money,  and  coin  both  gold  and  silver  into  money  of  equtil  intrinsic 
value,  such  equality  to  be  secured  through  international  agreement  or 
on  such  safeguard  of  legislation  as  will  secure  the  maintenance  of  parity 
in  valne  of  the  two  metals" — why  should  we  run  the  risk  of  losing  the 
whole  bill  by  incorporating  declarations  which  appear  three  times  in 
the  United  States  statutes,  when  the  bill  of  itself,  without  the  declara- 
tion, will  accomplish  the  objectf    Here  is  what  Mr.  Edmunds  said: 

[From  the  proceedings  of  the  flrst  day,  Janoary  12, 1898.    See  page  79.] 

The  ohairman,  having  read  the  different  acta  on  the  sabject,  said:  '*My  question        ' 
is  this,  does  section  I  of  this  bill  add  anything  whatever  or  change  the  existing 
legal  conditions  of  the  law  which  I  have  jnst  read  f 

Mr.  Edmunds  Raid:  ''I  think,  Mr.  Chairman,  speaking  with  absolute  frankness, 
which  I  think  is  due  to  1e(]^islators,  that  it  is  extremely  desirable,  if  not  necessary. 
Speaking  technically — we  do  not  know  what  a  coiiyt  will  do — it  is  not  absolutely 
clear  in  view  of  these  provisions  that  yon  have  read  to  my  unsophisticated  mind  that 
we  have  not  now  a  double  lesal  standard,  that  the  silver  dollar  is  made  legal  tend<*r 
at  the  present  ratio.  Now,  although  it  says,  and  probably  that  is  the  law,  that  the 
act  of  1873  m^le  gold  the  standard,  it  was  our  purpose  to  make  it  absolutely  cli*ar, 
so  everybody  would  understand  it  alike.  It  ought  to  be  straight,  whichever  way 
it  is." 

Allow  me  to  say  that  it  seems  to  me  that  was  not  quite  as  frank  a 
statement  as  the  committee  was  entitled  to. 

Mr.  Faibchild.  I  do  not  know  what  you  expect  me  to  say  about 
that.  In  getting  up  this  plan  the  policy  we  pursued  in  the  commis- 
sion  

The  Chairman.  That  is  exactly  what  I  want  to  get  at. 

Mr.  FAiBt^HiLD  (continuing).  Was  to  propose  something  which  we 
thought  would  be  complete  and  useful  and  workable,  if  adopted  by 
Congress.  We  considered  two  lines.  First,  whether  we  should  attempt 
to  frame  something  which  we  thought  would  meet  the  views  of  any 
particular  Congress,  looking  to  the  make-up  and  the  general  views  of 
Congress.  And  the  other  consideration  was  whether  we  should  proceed 
solely  without  reference  to  that,  but  to  get  something  that  we  believed 
would  be  beneficial  if  enacted,  leaving  out  of  view  entirely  the  proba- 
bilities of  its  enactment.  We  concluded  to  adopt  the  latter  course, 
believing,  in  the  first  place,  we  were  not  competent  to  test  the  feeling 
of  Congress,  and  that  it  was  not  the  function  of  a  body  like  the  Mone- 
tary Commission ;  that  that  was  a  function  of  a  committee  of  Congress. 
That  was  another  element  which  it  was  not  our  province  to  take  into 
consideration,  the  temper  and  disposition  of  Congress,  so  we  have  pro- 
ceeded not  on  the  question  of  policy  of  passing  a  bill,  but  on  the 
question  of  the  general  policy  if  a  bill  were  passed.  ^ 

Mr.  Walker.  The  changes  proposed  in  any  bill  would  be  agreeable 
should  it  involve  no  practices  or  conditions  that  had  not  proven  to  be 
wise  in  the  actual  practice  of  banking,  and  correct  those  practices  found 
to  be  unwisef 

Mr.  Faibohild.  Certainly. 

Mr.  Hill.  I  would  like  to  ask  Mr.  Fairchild  if  he  knows  of  any  prop- 
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osiKon  before  this  committee  that  does  not  involve  changes  in  the  law 
of  banking  that  never  have  beea  tried  before? 

Mr.  FAiBOHiiiD.  That  is  not  the  question  of  Mr.  Walker. 

Mr.  Hill.  Mr.  Walker  asked  if  there  is  any  feature  embodied  in  this 
bill  not  tried  before.  Do  you  know  of  any  bill  before  this  committee  that 
does  not  involve  questions  that  never  have  been  tried  betbre? 

Mr.  Faiboiiild.  I  did  not  so  understand  Mr.  Walker's  question. 

(Mr.  Walker  repeated  his  question.) 

.Mr.  Fai&child.  I  can  not  say  yes  to  that,  because,  of  course,  our 
mutual  guaranty  fund  is  a  thing  that  has  not  been  tried  and  which  we 
advocate. 

Mr.  Walker.  Should  not  that  practice  be  adhered  to  as  far  as  it  is 
practicable  and  accomplishes  the  end? 

Mr.  Faibohild.  We  advocate  the  mutual  guaranty  fund  and  believe 
it  will  work.  We  think  it  has  been  tried  in  actual  practice  in  banking 
in  every  respect  except  as  to  the  limit. 

Mr.  Walkeb.  Following  up  Mr.  Hill's  question,  if  you  examine  the 
four  bills  indicated  and  the  other  bills  before  the  committee  as  to  the 
changes  they  make — as  a  matter  of  fact,  have  you  examined  them 
critically  t 

Mr.  Faibghild.  I  have  not  examined  them,  critically,  but  I  can  say 
I  have  examined  them. 

Mr.  Walkbb.  To  take  them  in  order,  have  you  found  anything  in 
the  bill  proposed  by  Mr.  Oage  which  proposes  new  conditions  or  experi- 
ments which  have  not  been  tried  in  banking? 

Mr.  Faibohild.  I  would  not  like  to  answer  that  question  as  to  any 
of  those  four  bills,  because  I  have  not  examined  them  in  reference  to 
that 

Mr.  Walkbb.  The  committee  would  be  glad  to  have  you  make  any 
BoggcstionB  which  you  choose  in  reference  to  any  of  the  bills  which  are 
before  us. 

Mr.  Faibohild.  Well,  I  have  no  suggestions  to  make  in  regard  to 
that,  Mr.  Walker.  I  was  here  to  present  our  own  bill,  and  I  believed  I 
was  not  here  to  criticise  or  compare  it  with  other  bills,  that  that  was  the 
fanction  of  the  committee  and  the  gentlemen  who  are  more  familiar  with 
these  bills  than  I;  if  they  saw  advantages  or  differences  in  them,  well 
and  good.  I  was  here  to  answer  questions  and  to  give  any  information 
I  could  with  reference  to  the  bill  prepare<l  by  the  commission,  always 
wanting  it  to  be  distinctly  understood  that  we  were  not  partisan,  and 
that  any  one  of  these  measures,  or  all  of  them  combined,  which  will 
accomplish  the  general  result,  is  perfectly  satisfactory  to  that  commis- 
sion; and  that  our  part  should  be  contributed  by  simply  explaining  and 
answering  in  regard  to  our  own  bill.  I  do  not  feel  competent  to  answer 
in  regard  to  Mr.  Gage's  bill,  or  Mr.  Fowler's  bill,  or  Mr.  Walker's  bill 
in  any  way  that  would  be  beneficial,  and  I  think  those  gentlemen  who 
are  familiar  with  it  can  do  it  much  better  than  I  can. 

0BNBBAL  PBINOIPLBS  ON  WHICH  A  BANKING  LAW  SHOULD  BE 

FBAMBD. 

Mr.  Walkeb.  In  addition  to  explaining  your  bill,  I  think,  when  the 
investigation  began  it  suggested  questions  in  reference  to  general  bank- 
ing and  banking  principles  that  were  valuable  to  the  committee  in 
deciding  on  your  bill,  and  hence  the  other  bills  were  in  order  for 
diacossion. 
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Mr.  Faiechild.  I  am  very  glad  to  answer  about  any  general  prin- 
ciples of  that  sort,  but  on  particular  details  of  these  other  bills  and  as 
to  exactly  what  their  effect  would  be  I  do  not  like  to  answer,  because 
it  is  not  an  answer  after  the  kind  of  consideration  a  man  likes  to  give. 
A  man  who  has  the  framing  of  one  of  these  bills  sees  many  more  things 
than  another  man  does. 

Mr.  Walker.  Sliould  not  the  changes  proposed,  while  being  thor- 
ough, make  banking  as  free  and  allow  currency  notes  to  be  issued  to 
the  people  as  fi*eely  and  at  the  lowest  possible  cost  that  is  consistent 
with  its  sure  current  redemption  in  specie  and  the  sure  and  immediate 
payment  of  these  currency  notes  in  case  of  insolvenoy? 

Mr.  Fairohild.  That  is  my  idea. 

Mr.  Walker.  The  changes  should  allow  those  sections  of  the  coun- 
try where  interest  is  highest  to  make  the  same  relative  profit  on  the 
currency  issued  in  those  sections  as  is  made  in  the  lower-interest 
localities,  should  it  not? 

Mr.  Fairchild.  I  should  think  so,  most  decidedly. 

Mr.  Walkbr.  Of  course,  if  you  have  declined 

Mr.  Fairchild.  Do  not  understand  that  I  decline  anything;  but  I 
do  not  feel  competent  to  pass  an  examination  on  these  other  bills. 

Mr.  Walker.  I  want  to  ask  this  question  of  yon  as  an  expert,  so  that 
when  we  come  as  a  committee  to  examine  these  bills  we  ciin  bring  them 
to  a  test  on  true  banking  principles.  Is  it  not  the  practice  of  merchants 
and  manufacturers  and  those  living  in  cities  to  leave  the  proceeds  of  a 
personal  note  discounted  for  them  by  a  bank,  in  the  possession  of  a 
bank  in  the  form  of  an  'individual  deposit"  to  be  drawn  out  by  checks, 
drafts,  etc.  t 

Mr.  Fairchild.  I  think  it  is  done  either  in  the  bank  which  makes 
the  discount  or  some  other  bank.  As  it  is  now,  I  should  not  say  the 
discount  went  directly  into  the -bank  that  made  them,  because  the  busi- 
ness has  become  so  much  a  purchase  of  paper. 

Mr.  Walker.  Then  I  will  put  it  "or  in  some  other  bankf^ 

Mr.  Fairchild.  Yes. 

Mr.  Walker.  On  the  other  hand,  is  it  not  the  almost  universal  prac- 
tice of  the  people  who  live  in  sparsely  settled  sections  of  the  country, 
and  especially  the  farmers,  to  take  home  with  them  the  currency  notes  of 
the  bank  discounting  their  time  notes  rather  than  to  leave  the  proceeds 
in  the  bank  discounting,  or  in  another  bank? 

Mr  Fairchild.  I  understand  that  to  be  the  case. 

Mr.  Walker.  Then  is  not  a  very  great  hardship  worked  to  those 
sections  of  the  country  under  a  banking  system  which  does  not  allow 
the  free  issue  of  paper  on  the  true  banking  principle? 

Mr.  Fairchild.  I  consider  it  so. 

Mr.  Walker.  Is  not  a  currency  note  to  the  person  holding  it  the 
equivalent  of  a  certificate  of  deposit,  or  a  certified  check  in  the  baukf 

Mr.  Fairchild.  It  is,  except  that  it  is  more  available  for  him. 

Mr.  Walker.  Better  for  his  purpose? 

Mr.  Fairchild.  Yes. 

Mr.  Walker.  Then  it  follows,  does  it  not,  that  any  great  expense 
put  upon  banks  in  getting  currency  notes  to  issue  is  a  great  expense, 
hardship — in  fact,  oppression,  to  those  citizens  who  do  not  use  checks, 
drafts,  etc.,  in  their  transactions,  and  who  are  practically  compelled  to  use 
currency  or  do  without  banking  accommodations? 

Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  It  follows,  then,  that  a  currency  made  expensive,  or 
one  that  lessens  the  amount  of  loanable  funds  the  bank  has  on  any 
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given  amoant  of  capital  and  deposits,  checks  enterprise  by  making  pro- 
duction difficult  and  exx>ensiye  to  those  people  who  naturally  and  inevi- 
tably are  shut  up  to  the  use  of  currency  in  getting  bank  accommodations 
instead  of  using  checks,  drafts,  etcf 

Mr.  Faibohiu).  That  is  true. 

Mr.  HniL.  Do  you  mean  by  your  answer  to  imply  that  there  should 
be  unlimited  bank  issues? 

Mr.  Faibohild.  No. 

Mr.  Hell.  Does  not  the  question  asked  by  Mr.  Walker  involve  thatt 

Mr.  Faibohild.  I  did  not  so  understand  it. 

Mr.  Hill.  Will  you  kindly  ask  Mr.  Walker  to  have  that  read  again 
and  in  the  light  of  that  repeat  your  answer? 

Mr.  Walkeb  (reading  the  question  again).  Thsit  does  not  involve 
quantity  at  all.    Do  you  wish  to  change  your  answer? 

Mr.  Faibohild.  No. 

Mr.  Walkeb.  It  follows,  then,-  that  by  issuing  true  bank  currency  a 
bank  can  make  its  loans  to  the  people  patronizing  it  at  as  much  lower 
rate  of  interest  than  it  could  if  it  had  only  its  capital  and  deposits  to 
lend,  and  no  currency,  as  the  currency  it  has  in  circulation  bears  to  the 
whole  amount  of  its  loans  and  discounts,  and  pay  the  same  dividends 
on  its  capital  stock? 

Mr.  Faibohild.  I  should  say  that  by  the  amount  its  circulation 
increases  its  resources  it  is  enabled  proportionately  to  give  a  greater 
accommodation  to  its  customers  and,  necessarily,  at  a  less  rate. 

Mr.  Walkeb.  Compelling  a  bank  to  buy  bonds  at  par  to  secure  its 
currency  notes,  even  if  the  bank  secures  notes  to  the  par  of  such  bonds, 
depletes  its  loanable  funds,  as  compared  with  the  true  bank  currency 
issued  against  its  assets,  by  every  dollar  it  pays  for  such  bonds,  does 
it  not? 

Mr.  Faibohild.  I  think  so. 

Mr.  Walkeb.  Then  conix>elling  banks  to  use  *<  bond-secared "  cur- 
rency compels  the  people  borrowing  of  such  banks  to  pay  a  higher  rate 
of  interest  as  compared  with  banks  issuing  true  banking  currency 
against  their  assets,  as  is  done  in  every  other  country,  in  proportion  to 
the  amount  of  such  currency  the  bank  uses  in  comparison  to  its  whole 
loans  and  discounts? 

Mr.  Faibohild.  It  seems  to  me  that  is  very  much  the  same  as  the 
other  question.    I  would  repeat  my  answer  to' the  other  question. 

Mr.  FowLEB.  Mr.  Fairchild,  if  a  banker  to-day  had  $10^,000  of  legal 
tenders  and  should  buy  (1()0,0(M)  of  2  per  cent  bonds  and  deposit  the 
2  -per  cent  bonds  and  take  $100,000  of  national- bank  notes  home  with 
him,  he  is  just  where  he  started  from? 

Mr.  Faibohild.  Exactly. 

Mr.  FowLEB.  If  the  banker  who  has  $100,000  of  national-bank 
notes  in  his  bank  this  morning,  having  had  $100,000  of  legal  tenders 
yesterday  morning,  is  allowed  now  to  issue  credit  currency  upon  pre- 
cisely the  same  terms,  he  would  be  exactly  in  the  same  position  as  to 
profits  plus  the  interest  on  his  bonds.  If  he  is  allowed  to  issue  credit 
currency  precisely  as  he  was  allowed  if  he  had  not  bought  the  bonds, 
would  not  he  be  just  where  he  was  before  he  bought  the  bonds  except 
that  he  would  have  the  interest  on  the  bonds? 

If  a  man  had  $100,000  and  loaned  it  to  his  neighbors,  that  is  the  cap- 
ital of  his  bank.  They  will  get  $100,000.  Then  if  he  was  allowed  to 
issae  $100,000  upon  his  capital  in  notes  and  should  loan  them  to  his 
neighbors,  they  would  get  another  $100,000.  That  would  be  $200,000. 
If  hd  takes  $100,000  and  buys  bonds  and  receives  circulating  notes  upon 
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those  bonds,  he  would  loan  to  his  neighbors  (100,000.    Now,  so  far  the 
neij^hbors  get  (100,(KM)  less  by  that  process  than  they  would  by  the  first. 

Mr.  Fairchild.  I  do  not  quite  follow  that,  how  you  buy  these  bouds, 
say  $100,000,  and  still  have  $200,000  left  to  loan  with. 

Mr.  FowLBR.  When  the  banker  get^  that  $100,000  of  national  bank 
notes  he  can  loan  that  $100,000  of  national  bank  notes  upon  identically 
the  same  terms  as  he  actually  loans  the  greenbacks? 

Mr.  Fairchild.  Yes. 

Mr.  FowLBR.  He  receives,  then,  into  his  bank  $100,000  of  notes  from 
the  peoi)le  of  that  neighborhood.  Is  he  not  just  as  nuich  entitled,  then, 
to  issue  $100,000  credit  currency  as^  he  was  when  he  had  the  greenbacks 
which  would  only  produce  $  100,000  of  the  notes  of  his  neighbors! 

Mr.  Fairchild.  Yes.  Now,  the  difference  in  the  two  things  would 
be  when  he  loaned  his  $100,000  first,  which  would  be  loaned  out  at  the 
current  rates  of  interest  in  that  neighborhood.  I  do  not  understand 
that  proposition,  I  must  say.  I  do  not  understand  how  you  can  have 
your  cake  and  eat  it  out  of  that  transaction. 

Mr.  FowLBR.  But  you  do  it ;  you  eat  the  cake  just  the  same  and  have 
the  2  per  cent  on  the  bonds  besides;  and  according  to  Mr.  Walkefs 
proposition  the  people  would  get  their  money  just  that  much  cheaper. 

Mr.  Fairchild.  U'that  is  so,  it  is  a  good  thing;  but  I  do  not  under- 
stand it. 

Mr.  FowLBR.  I  will  put  this  to  you:  A  bank  that  has  $100,000  of 
greiMibacks  can  only  procure  as  a  return  for  them  $100,000  of  the  notes 
of  the  people  of  the  neighborhood? 

Mr.  Fairchild.  That  is  all. 

Mr.  Fowler.  If,  instead  of  loaning  these  greenbacks,  they  brought 
them  to  Washington  and  purchased  $100,000  of  2  per  cent  bonds  and 
deposited  the  bonds,  and  they  gave  him  the  par  of  those  bonds  for  cir- 
culation and  he  went  home,  he  could  loan  the  $100,000  of  national-bank 
notes  to  identically  the  same  people  and  get  the  identical  notes  he  could 
with  the  greenbackst 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Fowler.  He  is  in  just  as  good  a  position  after  he  has  loaned  his 
national-bank  notes  to  issue  $100,000  of  credit  notes  as  he  was  before, 
when  he  had  the  notes  which  he  had  obtained  from  the  greenbacks? 

Mr.  Fairchild.  That  would  seem  so. 

Mr.  Mitchell.  That  presupposes,  of  course,  that  they  have  the 
securities  on  which  to  issue  this  additional  currency  of  which  Mr. 
Fowler  has  spoken. 

Mr.  Fowler.  The  notes  of  the  people  are  the  same. 

Mr.  Walker.  Mr.  Fairchild,  a  bank  starting  with  $100,000  of  capi- 
tal and  investing  $100,000  in  greenbacks  has  no  other  fund  to  loan  bat 
greenbacks? 

Mr.  Fairchild.  That  is  all. 

Mr.  Walker.  He  comes  to  Washington  with  his  greenbacks  and 
buys  $100,000  of  national-bank  notes  and  goes  back  home,  and  he  has 
nothing  to  loan  but  the  same  amount  of  $100,000  of  national-bank 
notes? 

Mr.  Fairchild.  That  is  all. 

Mr.  Walker.  If  in  addition,  he  is  allowed  to  issue  $100,000  against 
his  capital,  making  $200,000  of  notes  in  all,  then  he  has  of  course  the 
$2(10,000  to  loan.  That  proposition  is  self-evident.  Is  there  any  bill 
before  this  committee  which  permits  a  bank  to  issue  $200,000  of  cur- 
rency notes  on  $100,000  of  capital? 

Mr.  Fowler.  Yes. 
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Mr.  Walker.  Yonr  billt 

Mr.  Fowler.  Yes,  sir — assuming  that  the  first  $100,000  is  secured 
by  Government  bonds. 

Mr.  Newlands.  Could  you  get  $300,000! 

Mr.  Fowler.  No,  sir. 

3Ir.  Walker.  We  will  review  this  problem  again.  If  a  bank  has 
$100,000  of  capital  and  buys  $100,000  of  bonds,  and  it  brings  them 
here  and  gets  $100,000  against  its  capital,  having  $100,000  of  bonds 
and  $100,0i)0of  na*:ional-bauk  currency,  it  then  has  only  $100,000  to 
loan! 

Mr.  FAiRcniLD.  That  is  all. 

Mr.  Walker.  I  do  not  see  how  Mr.  Fowler  can  insist  that  the  bill 
provides  first,  that  they  should  put  the  $100,000  in  bonds  and  then 
again  they  shs^ll  put  $100,000  in  greenbacks.    Is  that  the  proposition  t 

Mr.  Fairohild.  Tliat  is  not  the  proposition.  Mr.  Fowler's  proposi- 
tion, if  I  understand  it,  is  that  a  man  has  $100,000  of  greenbacks  and 
the  Government  takes  those  up  for  $100,000  of  bonds,  on  which  they 
agree  to  ])ay  2  per  cent,  and  then  it  gives  to  the  bank,  as  against  those 
bonds,  $100,000  of  currency,  which  you  call  "Government  bond  notes." 
Then  he  is  in  the  same  ])osition  as  when  he  started,  because  he  has 
no  other  coin  or  greenback  except  that  which  is  supported  by  a  specific 
bond.  The  Government  gives  him  2  per  cent  on  those  greenbacks  and 
the  other  greenl)ackR  do  not  give  him  anything.  He  takes  those 
greenbacks  and  loans  them  to  his  neighbors  and  he  gets  $100,0(K)  of 
obligations  of  his  neighbors,  and  those  obligations  are  the  basis  of  the 
issuance  of  the  other  kind  of  notes,  which  are  called  "national-bank 
notes." 

Mr.  Walker.  Making  $200,000  currency  from  $100,000  of  capital t 

Mr.  Fairchild.  It  makes  $100,000  of  bond  notes,  but  you  come  out 
i*t  exactly  the  same  position  as  if  you  had  not  had  the  bonds  at  all, 
except,  as  Mr.  Fowler  says,  the  bank  will  be  getting  2  per  cent  on  those 
bonds. 

Mr.  Fowler.  And  of  course  the  people  get  the  benefit  of  that, 
according  to  Mr.  Walker's  theory. 

Mr.  Fairohild.  But  that  would  be  the  contribution  of  the  Govern- 
ment toward  the  people  of  that  region. 

GRADUATED  TAX  ON  OIROULATION. 

Mr.  Walker.  Does  not  Mr.  Fowler's  bill  provide  a  tax  of  1  per  cent 
on  the  first  $20,000  currency  they  take,  and  2  per  cent  on  the  next 
$20,000,  and  4  per  cent  on  the  next  $20,000,  and  6  per  cent  on  the  next 
$2(^000.  and  8  per  cent  on  the  next  $20,000  of  the  total  $100,000? 

Mr.  Fairohild.  So  I  understand. 

Mr.  Walker.  Making  an  average  tax  of  4  per  cent  on  the  second 
$1(N»,IM)0  it  takes  out? 

Mr.  Fairohild.  Yes;  that  is  my  understanding. 

Mr.  Fowler.  I  will  admit  that.  In  the  commission  bill,  Mr.  Fair- 
child,  it  was  your  thought,  was  it  not,  that  the  banks  would  probably 
not  exceed  GO  per  cent  of  credit  circulation,  and  that  the  amount  above 
that  will  be  called  "  emergency  currency"? 

Mr.  Fairchild.  No;  we  thought  that  the  emergency  circulation  was 
that  between  80  ])er  cent  and  100  per  cent.  If  you  wouhl  like  to  know 
what  rough  process  we  went  through,  I  would  say  that  we  thought  the 
banks  in  the  rural  districts  would  keep  out  60  per  cent  pretty  much  all 
the  time.    We  thought  that- the  cities- would  not  come  up  nearly  to 
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that  except  on  occasional  years,  not  even  every  season.  We  thougbt 
the  coaiitry  banks  would  increase  tlieir  circniation  perhaps  consider- 
ably over  60  per  cent  during  the  seasons,  but  that  was  our  calculation 
as  to  the  way  it  would  work.  We  tliought  the  country  banks  would 
keep  in  the  neighborhood  of  60  per  cent  going. 

Mr.  Fowler.  Will  you  explain  to  the  committee  why  your  commis- 
sion thought  it  best  to  put  up  a  5  per  cent  redemption  fund  for  tliat 
first  60  per  cent  rather  than  a  tax  graduated  in  order  to  be  repressive 
as  the  amount  of  circulation  was  increased?  You  adopt  the  rouud  5 
percent  redemption  fund  on  the  first  (iO  per  cent — in  faction  all  of  it— 
before  you  begin  the  graduated  tax,  which  you  begin  at  60  per  cent? 

Mr.  Fairchild.  Yes,  sir. 

Mr.  FowLEB.  Will  you  please  state  to  the  committee  upon  what 
grounds  your  commission  arrived  at  the  conclusion  that  it  was  prefer- 
able to  have  a  5  per  cent  redemption  fund  to  a  graduated  taxf 

Mr.  Faibohild.  I  do  not  think  that  there  should  be  any  tax  at  all . 
on  circulation  per  se. 

Mr.  FowLEB.  Why  did  you  begin  that  2  per  cent  at  60  per  cent,  for 
instance? 

Mr.  Faibohild.  In  order  that  we  might  begin  to  have  something  to 
make  an  inducement  to  provide  for  an  emergency.  That  was  the  general 
view  of  the  commission,  so  that  with  the  banks  there  would  be  an 
inducement.  We  thought  that  would  raise  the  rate  of  interest  in  tlio 
necessary  localities  and  would  keep  something  in,  and  the  banks  coald 
not  pay  it  out  unless  there  was  an  emergency,  and  therefore  there  was 
something  left  for  the  emergency. 

Mr.  Fowler.  Why  did  you  put  it  at  2  per  cent  between  60  and  80! 

Mr.  Faibohild.  I  can  not  give  you  any  reason  except  that  they  begiu 
in  a  smaller  way  at  60,  and  that  was  arrived  at  in  a  roagh  way,  as  per- 
haps wise  to  do.  • 

Mr.  FowLEB.  Let  me  ask  another  question,  whether  or  not,  in  3*oar 
judgment,  a  tax — not  as  to  the  amount  now,  because  this  question  of 
what  the  tax  should  be  is  something  we  all  must  really  guess  at,  after 
all,  leaving  the  final  tax,  to  be  based  upon  experience — whether  or  not, 
in  your  judgment,  a  tax  upon  each  20  per  cent  that  is  issued  from  say 
$20,000  to  $100,000  would  have  a  tendency  to  drive  the  notes  home 
and,  when  they  had  been  driven  home,  have  a  tendency  to  retire  them 
when  not  needed  ? 

Mr.  Faibcuild.  It  would  have  a  tendency,  of  course,  to  repress  that 
use  of  the  bank's  resources,  but  we  thought  that  it  was  unfair  to  put 
the  tax  upon  the  bank  notes^  per  se,  because  the  bank  note  was  a 
form  of  the  bank's  credit  that  was  needed  by  the  customers  of  banks  in 
the  rural  districts,  and  that  it  was  putting  something  on  the  tools  that 
the  customers  of  the  banks  wanted  to  use  in  rural  districts  which 
practically  discriminated  against  those  rural  districts  ns  compared 
with  the  (jities  where  they  wanted  to  use  different  kinds  of  tools.  That 
was  our  motive  in  shifting  the  tax  from  the  bank  notes  to  the  capital 
and  suqilus  of  the  bank.  We  felt  that  it  distributed  the  expenses  of 
the  system  more  justly  and  equably. 

Mr.  Fowleb.  Do  you  not  think  that  whether  you  put  the  burden  in 
the  form  of  tax  on  circulation  or  in  the  form  of  an  immediate  reserve  of 
5  per  cent,  it  is  still  a  burden  on  circulation,  in  a  degree? 

Mr.  Faibohild.  No  ;  I  do  not  regard  the  two  propositions  in  the  same 
light  at  all. 

Mr,  Fowleb,  I  asked  you  if  both  are  not  a  burden,  only  in  degree! 
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Mr.  Faibohild.  Of  coarse,  it  is  a  burden,  bat  I  consider  that  the  bar- 
den  on  the  banks  is  the  interest  on  the  5  per  cent.  Yon  know  this  is 
to  be  returned  to  them  as  their  notes  are  retired.  It  is  not  an  absolute 
payment,  it  is  merely  a  guarantee  against  them  while  they  are  out- 
standing.  It  has  not  gone  from  the  banks,  so  the  burden  is  the  interest 
that  they  could  have  earned  upon  that  5  per  cent.  On  the  other  hand, 
in  return  for  that  the  bank  that  issues  circulation  to  a  large  amount 
would  be  getting  under  our  plan  the  support  which  came  from  a  mutual 
guarantee  of  the  banks  whicli  were  not  issuing  such  a  large  circulation, 
and  we  considered  that  would  be  an  aid  to  the  circulation.  The  thought 
was  that  it  would  be  a  certain  benefit  to  the  banks  issuing  it,  the  main 
object  being  the  benefit  to  the  community  in  getting  a  bank-note  circu- 
lation upon  which  there  would  be  no  doubt  cast,  so  it  would  peiform  its 
functions  regularly  and  rapidly. 

Mr.  Fowler.  I  want  to  say  I  am  not  necessarily  a  defender  of  the 
form  in  which  I  put  this,  but  I  am  asking  for  information  as  to  what 
led  to  this  conclusion,  because  I  am  exceedingly  interested  in  it. 

Mr.  Faibohild.  Of  course  there  is  a  tax,  but  the  measure  of  the  tax 
is  the  interest  on  the  5  per  cent. 

Mr.  FowLEB.  Just  a  moment.  Let  us  take  a  bank  with  $100,000, 
and  say  that  it  issues  00  per  cent  without  tax  and  puts  up  the  5  per  cent 
on  the  $60,000.  In  other  words,  it  takes  away  from  the  people  $3,000 
of  loanable  funds? 

Mr.  Faibohild.  Yes. 

Mr.  FowLEB.  Then  it  would  be  6  per  cent  the  people  would  lose  on 
that,  would  it  nott 

Mr.  Faibohild.  Yes. 

Mr.  FowLEB.  If  that  is  true,  would  not  that  be  greater  than  the  tax 
I  have  advocated  imposing  on  the  circulation t 

Mr.  Faibchlld.  That  I  do  not  know,  I  have  not  figured  upon  that. 

BANKING  UNDEB  THE  FOWLEB  BILL. 

Mr.  Oox.  Mr.  Fairchild,  as  I  understand  the  system  proposed  by 
Mr.  Fowler,  you  and  I  have  $100,000  of  greenbacks  and  we  come  to 
Washington  and  deposit  it  and  get  $100,000  of  national-bank  notes? 

Mr.  Faibohild.  We  buy  the  bonds  for  it. 

Mr.  Cox.  We  buy  the  bonds  first  and  then  we  get  $100,000  of 
national-bank  notes  and  go  back  to  our  country  to  the  bank.  That 
class  of  notes  is  secured  .by  the  bonds? 

Mr.  Faibohild.  Yes,  sir. 

Mr.  Gox.  We  take  the  $100,000  home  and  loan  it  to  our  people  at  6 
or  8  per  cent,  according  to  the  law,  and  we  get  their  notes  into  our 
Taults  for  $100,000,  and  thereupon  we  take  out  another  $100,000,  of 
circulation  upon  those  notes.  Then  we  conclude  we  will  increase  our 
capital  stock  to  $200,000. 

Mr.  Faibohild.  I  understand. 

Mr.  Gox.  We  come  back  with  another  $100,000  of  greenbacks  and 
get  our  bonds  and  national-bank  notes,  and  we  go  back  with  that 
$100,000  of  notes  and  loan  them  out  and  get  in  another  $100,000  of 
notes,  and  issue  another  $100,000  of  currency.    Is  not  that  the  result  ? 

Mr.  Faibohild.  I  would  like  to  think  about  that.  You  have  to  buy 
these  bonds  with  greenbacks. 

Mr.  Gox.  But  we  get  that  back  in  national-bank  notes.  Through  the 
instrumentality  of  the  bonds  we  have  bought  with  our  greenbacks 
$100,000  of  circulation  of  national- bank  notes.    Let  it  set  at  $100,000. 
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We  get  $100,000  with  oar  greenbacks  by  purchasing  the  bonds  and  then 
we  get  the  $100,000  of  national-bank  notes,  based  upon  the  bondsY 

Mr.  Faibohild.  Yes. 

Mr.  Oox.  We  go  back  to  onr  country  or  city  place  of  banking  and 
we  loan  out  that  $100,000,  and  on  that  $100,000  of  notes  discoanted  in 
the  bank  I  understand  we  can  take  out  another  $100,000  of  ciroolationT 

Mr.  Faibohild.  That  is  Mr.  Fowler's  plan. 

Mr.  Oox.  Then  I  do  not  want  anything  more  to  do  with  it 

Mr.  Faibohild.  Mr.  Cox  supposes  there  is  actually  $100,000  of  these 
last  notes  that  come  inf 

Mr.  FowLEB.  It  is  a  question  of  how  much  you  assume  would  be 
normally  taken  out. 

Mr.  Cox.  I  am  talking  about  the  power  the  bank  has  to  get  the 
money.  Following  that  idea  the  banker  can  get  $100,000  of  natioDsl- 
bank  not^  with  the  greenbacks,  through  the  processes  of  banking,  and 
then  can  issue  another  $100,000  upon  the  notes  got  for  these  greenbacks 
loaned  out.  That  is  admitted.  Kow,  then,  he  draws  2  per  cent  interest 
on  his  bonds.  He  loans  out  the  first  $100,000  at  6  per  cent;  then  he 
gets  another  $100,000  on  his  notes,  and  he  loans  that  out  at  6  per  cent, 
making  12  per  cent,  with  2  percent  more  on  the  bonds,  and  he  has  only 
$100,000  of  money  invested  in  this  bank.  He  never  would  stop.  Yon 
put  me  into  banking  that  way  and  see. 

Mr.  Walkeb.  Mr.  Fairchi]d,  the  statistics  collected  by  the  Treasury 
Department  show  that  in  Vermont  all  the  banks  oombined  (not  a 
single  bank)  kept  in  circulation  an  average  of  103  x>er  cent  ot  the  cor- 
rency  to  its  capital.  You  wiU  find  the  statistics  on  page  441  of  the 
hearings  before  this  committee  in  1896.  Old  Virginia  kept  out  96  per 
cent;  North  Carolina  95  per  cent.  You  will  find  by  turning  to  pa^e 
458  that  55^  per  cent  of  the  country  banks  outside  of  Boston,  which 
had  the  least  currency,  had  over  64  per  cent;  Ocean  bank,  New- 
bury port,  91  x>er  cent  to  capital;  Powow  Biver,  Salisbury,  110  per 
cent;  Brighton,  112  per  cent;  city  of  Cambridge,  96  percent;  Maiden, 
87  per  cent.  This  indicates,  does  it  not,  that  the  poorer  sections  of  the 
country,  the  agricultural  districts,  like  Vermont  and  North  Carolina 
and  Virginia,  can  keep  in  circulation  if  they  are  allowed  to  do  so,  aboat 
100  per  cent  of  currency  to  capital! 

Mr.  Faibohild.    It  shows  that  they  did. 

The  Chaibman.  Is  it  not  a  fact  that  the  average  of  the  banks  in  the 
country  can  keep  in  circulation  nearly  double  the  currency  at  certain 
seasons  of  the  year  over  what  they  can  at  other  seasons  t 

Mr.  Faibohild.  I  do  not  know  the  exact  proportions. 

Mr.  Walkbb.  But  usually  much  moret 

Mr.  Faibohild.  It  is  usually  much  more. 

The  Chaibman.  Do  you  accept  the  figures  of  the  actuary  of  the 
Treasury  on  a  given  arithmetical  proposition  t 

Mr.  Faibohild.  Well,  it  depends  upon  the  actuary. 

The  Chaibman.  Say  the  present  actuary  of  the  Treasury,  who  does 
all  the  figuring  for  the  Gk)vernment,  involving  millions  of  dollars.  Is  it 
reasonable  to  supx>ose  his  figures  are  accurate! 

Mr.  Faibohild.  The  actuaiy  I  knew  is  dead.  When  I  heard  Mr. 
Oage  dispute  the  figures  of  his  own  actuary  yesterday,  it  makes  me  a 
little  prudent. 

Mr.  Walkeb.  Mr.  Gage  merely  stated  the  proposition  in  a  certain 
form,  and  I  only  wanted  to  correct  the  form  of  his  statement.  I  think 
what  Mr.  Gage  intended  is  accurate,  but  in  the  form  in  which  he  put  it 
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it  was  not  technically  correct.  It  is  reasonable  to  sappose  the  actuary 
who  has  passed  through  two  or  three  Administrations  with  approval 
would  not  be  retained  now  unless  he  is  a  good  actuary,  is  it  nott 

Mr.  Faibohiu).  I  presume  so. 

Mr.  Walkbb.  My  question  is,  whether  it  is  to  the  advantage  of  a 
bank  to  take  out  currency  to  the  amount  of  200  per  cent  under  a  law 
that  makes  a  loss  to  the  bank  of  three-tenths  of  1  per  cent,  as  does 
the  Fowler  bill,  in  a  reserve  city  if  they  have  out  80  per  cent  of  their 
currency  in  circulation  t 

Mr.  Faibohiid.  ^o,  sir;  of  course  it  is  not  to  their  advantage  if  they 
lose  money  on  it. 

Mr.  WAX.KBB.  That  is  in  a  4  per  cent  locality.  In  a  4  per  cent  local- 
ity outside  of  reserve  cities  it  shows  a  gain  of  eight  one-hundredths  of 
1  per  cent.  Do  you  think  a  bank  would  dare  to  take  out  currency  at 
that  profit  if  they  had  80  per  cent  in  circulation,  and  would  they  take 
it  outt  Do  you  think  it  would  be  an  advantage  to  them  so  they  would 
take  out  the  currency  t 

Mr.  Faibohild.  They  make  eight  one-hundredths  of  1  per  centt 

Mr.  Waxjosb.  When  80  per  cent  of  their  currency  is  outt 

Mr.  Faibohild.  As  against  loaning  their  money  directly  t 

Mr.  Walkbb.  Yes. 

Mr.  Faibohild.  And  loaning  how  much  directly  t 

Mr.  Walkbb.  Loaning  on  $100,000  capital,  say,  of  an  ordinary  bank 
The  question  of  currency  does  not  affect  any  of  their  other  loans  at 
alL  It  does  not  increase  or  decrease,  and  this  is  purely  a  question  of 
profit  on  currency,  or  whether  they  would  take  out  currency  at  a  gain 
of  only  eight  one-hundredths  of  1  per  cent  when  they  had  80  per  cent 
of  circulation,  and  when  it  was  below  80  per  cent  they  actually  lose  at 
the  rate  of  3.92  per  cent  in  a  4  per  cent  locality.  Of  course  they  lose 
the  interest  on  the  currency  which  is  in  their  possession  when  you  get 
down  below  80  per  cent. 

Mr.  Faibohild.  Your  question  is  whether  that  would  be  an  induce- 
ment for  banks  to  take  it  outt 

Mr.  Walkbb.  Yes;  and  make  eight  one-hundredth0  of  1  per  cent  if 
they  had  80  per  cent  in  circulation  j  but  of  course  if  it  got  below  80  pec 
cent  they  would  lose  on  it  when  it  is  back  in  the  bankt 

Mr.  Faibohild.  I  would  not  like  to  estimate  about  it.  I  do  not  quite 
get  into  my  mind  now  all  the  elements  which  enter  into  that,  and  I 
would  not  like  to  answer. 

Mr.  Walkbb.  The  elements  remain  identical  in  any  case. 

Mr.  Faibohild.  I  was  wondering  in  regard  to  that.  There  might 
be  many  inducements  surrounding  it.  As  a  bald  proposition  you  would 
say  not,  but  probably  it  might  induce  business  into  their  banks,  and 
there  might  be  other  motives.  But  I  could  not  answer  very  usefully 
upon  that  now. 

PBOFIT  IN  BANKIN0. 

Mr.  Walkeb.  Where  the  business  of  banking  pays  a  larger  profit 
than  other  business  of  like  labor  and  risk,  will  not  capital  be  invested 
in  new  banks  in  competition  with  existing  banks  until  the  profits  in 
banking  are  reduced  to  the  general  average  of  incomes  in  other  invest- 
ments t 

Mr.  Faibohild.  That  is  the  natural  law  of  such  things,  in  banking 
as  in  anything  else. 

Mr.  Walkbb.  Lsit  not  within  your  knowledge  that  in  Canada,  Scot- 
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land,  Gtormany,  and  France  the  rates  of  loans  and  discounts  all  over 
those  countries  are  very  nearly  the  same  where  the  same  riskis  iocorred 
and  the  same  time  and  amount  is  involved  t 

Mr.  Faibohild.  That  is  the  case  in  Canada,  and  I  understand  in 
Scotland  also. 

Mr.  Walkeb.  Is  it  not  the  general  opinion  of  students  of  economics, 
and  especially  of  banking,  that  the  freedom  of  issuing  ^^  true  bank  cur- 
rency "  against  assets  is  what  keeps  the  rate  at  about  the  same  all  over 
the  country,  because  of  such  vast  amounts  of  currency  being  used  in 
the  country  in  excess  of  what  can  be  used  in  the  cities  f 

Mr.  Faibohild.  That,  combined  with  the  branch  bank  system,  I 
have  heard  given  as  a  reason;  and  both  Scotland  and  Canada  have 
that  to  a  large  extent. 

Mr.  Walkeb.    France  has  also.    Has  Germany  t 

Mr.  Faibohild.  I  think  the  banks  have  their  agencies  through 
Germany,  but  I  am  not  positive  about  that. 

Mr.  Walkeb.  It  is  because  the  branches  in  the  country  allow  them 
to  circulate  such  an  enormous  amount  of  currency  that  it  is  possible. 
It  is  The  currency  privileges  of  banking  that  they  could  not  exercise 
if  they  were  strictly  a  city  bank ;  but  with  branches  out  through  the 
country  it  enables  them  to  circulate  their  currency,  which  keeps  the 
rates  down  in  the  country  as  compared  with  the  city  f 

Mr.  Faibohild.  I  think  that  has  a  great  effect  upon  it. 

Mr.  Walkeb.  Assuming  that  the  money  made  on  its  deposits  by  a 
bank  with  a  capital  of  $100,000  was  exactly  equal  to  its  expenses  of 
every  name  and  nature,  including  the  current  redemption  of  its  car- 
rency  notes,  if  it  has  any,  and  assuming  the  bank  has  no  currency  notes 
to  issue  and  has  its  $100,000  funds  equal  to  its  capital  loaned  to  cus- 
tomers on  notes,  each  having  three  months  to  run  and  discounted  at 
the  rate  of  6  per  <ient  per  annum,  the  net  profit  on  its  business  would 
just  equal  6  per  cent  on  its  capital  stock,  would  it  nott 

Mr.  Faibohild.  Its  deposits  pay  its  expenses 

Mr.  Walkeb.  Of  every  name  and  nature.  It  has  $100,000  capital 
to  loan  and  no  currency! 

Mr.  Faibohild.  It  will  get  6  per  cent,  of  course. 

Mr.  Walkeb.  If  it  can  take  out  $100,000  currency  and  keep  it  in 
circulation,  it  can  make  loans  at  3  per  cent  and  make  the  same  amount 
of  profit  t 

Mr.  Faibohild.  Exactly. 

Mr.  Walker.  Is  it  possible  tbr  city  banks  without  branches  to  cir- 
culate very  much  currency — those  banks  whose  business  is  what  might 
be  called  a  strictly  city  business! 

Mr.  Faibohild.  It  is  not. 

Mr.  Walkeb.  Practically  it  can  circulate  none;  it  comes  back  in 
the  clearing  house  the  next  morning  t 

Mr.  Faibohild.  Yes, 

Mr.  Walkeb.  Is  not  this  2  per  cent  tax  on  currency  between  60  per 
cent  and  80  per  cent,  in  view  of  what  I  have  said  about  -Vermont  and 
Virginia,  a  restriction  working  a  hardship,  and  does  it  not  work  exclu- 
sively to  the  expense  and  hindrance  of  the  circulation  in  country  dis- 
tricts, where  they  actually  need  considerable  above  the  60  per  centY 

Mr.  Faibohild.  I  think  that  is  the  objection  to  it.  That  is  my  objec- 
tion. 

Mr.  Hill.  Did  you  see  a  telegram  that  Mr.  Gage  had  yesterday  firom 
Mr.  McLeod,  superintendent  of  the  banking  department  of  Oanadat 

Mr.  Faibohild.  I  did  not 
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BATE  OF  INTEREST  IN  CANADA. 

Mr.  Hill.  Mr.  Gage  sent,  by  request,  a  telegram  asking  the  interest 
rate,  and  Mr.  McLeod,  superintendent  of  the  banking  department  of 
Canada,  telegraphed  back  a  reply  which  Mr.  Gage  showed  to  me  and 
intended  to  submit  to  the  committee,  but  it  was  not  called  for.  The 
statement  was  that  in  the  central  cities  of  Canada  the  rate  was  uni- 
formly 6  per  cent,  and  in  the  remoter  country  districts  money  was  fre- 
quently loaned  at  7  x>er  cent;  that  on  large  trade  transactions,  or  on 
trade  transactions  in  money  centers,  it  was  loaned  at  5^  per  cent,  show- 
ing a  variation  of  25  per  cent  difference  of  interest  rate,  according  to 
the  locality,  in  Canada.  I  want  to  ask  you  as  a  president  of  a  trust 
company  in  ^ew  York  what  rates  have  come  to  your  knowledge  in  the 
loaning  of  Canadian  funds  in  ^ew  York  City  at  any  time  within  your 
experience! 

Sir.  FAiBOHUiD.  I  have  no  information. 

Mr.  Hlll.  Do  they  loan  on  call  in  ^ew  York  City,  and  if  so  do  not 
they  accept  calMoan  rates  in  New  York  City  t 

Mr.  Faibchild.  If  they  do  loan. 

Mr.  Hill.  Then  the  Canadian  system  has  not  secured  a  uniformity 
of  interest  rate  for  Canada  even,  in  view  of  the  rate  of  7  per  cent  in  the 
country  districts  and  5^  on  trade  transactions  in  money  centers  of  Can- 
ada, and  a  generally  uniform  rate  of  6  per  cent,  while  calMoan  rates 
are  from  1^  to  3  per  cent,  which  is  a  £air  average  in  New  York  City. 
So  it  would  seem  the  Canadian  system  has  not  produced  a  uniform 
interest  rate,  if  those  facts  are  truet 

Mr.  Faibchild.  Evidently  not. 

Mr.  Hill.  Do  you  know  of  any  way  by  which  it  is  possible,  by  any 
form  of  banking,  to  secure  uniform  rates  of  interest  f  Are  not  interest 
rates  dependent  entirely  upon  the  circumstances  existing  at  the  time 
they  are  madet 

Mr.  Faibchild.  They  are. 

Mr.  FowLEB.  Mr.  Fairchild,  the  money  that  the  Canadian  banks 
loan  in  New  York  is  usually  their  reserve  funds! 

Mr.  Faibchild.  I  do  not  know. 

Mr.  FowLEB.  Is  it  not  altogether  probable  that  it  is  the  reserve 
funds  they  offer  on  callt 

Mr.  Faibchild.  I  do  not  know. 

Mr.  FowLEB.  Is  it  not  a  fact  the  range  of  loans  tcom  New  York  to 
OUT  country  districts  ranges  firom  1  to  36  per  cent  per  annum,  while  in 
Canada  it  ranges  from  5  to  7  per  cent? 

Mr.  Faibchild.  That  is  a  matter  of  statistics. 

Mr.  Walkeb.  Where  currency  is  issued  as  it  is  today,  does  not  the 
bank  actually  lose  on  each  dollar  of  currency  not  in  circulation  an 
amount  equal  to  its  rates  of  loans  and  discounts,  less  the  profit  the 
bank  would  make  were  all  its  currency  notes  in  circulation  t 

Mr.  Faibchild.  Yes;  that  is  true. 

Mr.  Walkeb.  Does  not  any  system  of  currency  that  makes  the  cur- 
rency held  in  the  vaults  of  a  bank  an  actual  loss  to  the  bank  under  any 
drcumstances  compel  the  bank  to  increase  the  loan  and  discount  rates 
to  the  people  to  an  amount  equal  to  the  losses  made  on  the  currency 
that  it  holds  in  its  vaults! 

Mr.  Faibchild.  It  does. 
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INTBBINDBBTEDNE8S  OF  THE  UNITBD  STATES. 

Mr.  Walkeb.  I  will  now  ask  a  qneBtion  on  a  different  line.  It  is 
assumed  that  banks  are  not  a  help  to  the  people  becanse  they  increase 
their  Indebtedness;  that  is  to  say,  we  hear  the  proposition  stated  on  the 
floor  of  the  House  and  other  places  that  indebtedness  is  an  indication 
of  poverty.  I  want  yon  to  look  at  this  table  [handing  him  a  table].  I 
have  taken  great  pains  by  correspondence  and  otherwise  and  by  my 
own  estimates  and  estimates  which  I  have  obtained  from  others,  and  by 
the  authorities  given,  to  state  the  total  sum  of  indebtedness. 

TdbU  iJunoing  the  ind^tednesi  of  Ike  United  Siatee  in  1892,  prmared  hy  Hon.  J.  S.  WeHem 

ehaimuM  of  ComnUttee  on  Banking  and  Vurrenog. 

CenBiu  of  1890y  aasessed  yalnatioii:  AsBets  of  the  oonntry,  real  and 

personal  property $25,000,000,000 

Sectary  of  Treasnry : 

Gold  and  silyer  coin 1,200.000,000 

Total '. 26,200,000,000 

National  debt  lees  caah  in  Treasnry 852,000,000 

Census  of  1890: 

State  debt  less  sinking  ftind 223,000,000 

Connty  debt  less  sinking  ftind 142,000,000 

Town  and  city  debt  less  sinking  fnnd 470,000,000 

Porter:  School-district debt 88,000,000 

Poor's  Manual,  railroad  indebtedness: 

Funded  debt 6,106,000,000 

Unfunded  debt 876,000,000 

Current  debt 271,000,000 

New  York  Financial  Bevlew,  1890 :  MisceUaneous  stocks  and  bonds . .  582, 000, 000 

Farm  mortgages 1,086,000,000 

Home  mortgages 1,047,000,000 

Other  town  and  city  property  mortgages 3, 887,000,000 

Estimated  debts  of  merchants 6,000,000,000 

DebtH  of  indiyidnals  and  famUies 400,000,000 

Comptroller  of  the  Currency : 

Deposits  in  mutual  saTings  banks 1,402,000,000 

Deposits  in  stock  sayines  banks 252,000,000 

Deposits  in  private  sayings  banks 95,000,000 

Deposits  in  loan  and  trost  companies 353,000,000 

National  banks 1,588,000,000 

State  banks 657,000,000 

New  York  Daily  Commercial  Bulletin: 

Annual  fire-insurance  losses,  $125,000,000;  life  of  policy,  three 

years 376,000,000 

Marine  insurance 50,000,000 

Life  insurance  in  force 3,543,000,000 

Industrial  business  insurance 313,000,000 

Benevolent  associations  and  fraternal  orders 6, 000, 000, 000 

'Interindebtedness  in  the  country 84,208,000,000 

The  assessed  valne  of  property  in  the  United  States  in  1890,  as  shown 
by  the  census,  was  $25,000,000,000;  the  gold  and  silver  coin  was 
$1,200,000,000.  That  makes  an  assessed  valuation  in  the  conotry  of 
$26,200,000,000.  Of  course  the  valuation  as  given  in  the  census,  the 
real  valuation,  is  between  $60,000,000,000  and  $70,000,000,000.  In 
view  of  the  indebtedness  which  is  all  a  gold  indebtedness,  and  in  view 
of  the  daily  transactions  of  the  banks,  which  amount  to  $300,000,000 
or  $400,000,000,  besides  all  other  money  transactions,  how  can  the 
retirement— the  mere  fact  of  retirement— of  $200,000,000  of  greenbacks, 
while,  by  your  statement  and  Secretary  Gage's,  the  whole  $1,200,000,000 
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will  still  be  in  circalation  and  demanding  gold  directly  or  indirectly, 
materially  affect  the  situation  t 

Mr.  Faibohild.  Affect  the  sitaation  in  what  way  t 

Mr*  Wai^keb.  Affect  the  gold  situation,  the  demand  for  gold  or  gold 
redemption  f  We  must  redeem  in  gold,  either  by  banks  or  by  the 
United  States  Treasury. 

Mr.  FiJBOHiiJ).  The  scope  of  your  question  is.  Whether  the  retire- 
ment of  these  greenbacka  is  going  to  put  any  materially  greater  strain 
upon  the  gold  resources  of  the  country! 

Mr.  Walkeb.  Whether  it  is  going  to  lessen  the  strain  on  the  gold 
resources.  Secretary  Oage  said  he  thought  there  would  then  be 
$l,20O,IK)0y000  in  circulation^  and  all  of  it  must  be  maintained  at  par 
with  gold. 

Mr.  Faibohild  The  retirement  of  greenbacks  will  lessen  the  strain 
upon  the  gold. 

Mr.  Walkeb.  Assuming  the  Treasury  is  still  responsible  for  gold 
redemption  and  all  our  paper  money  as  it  is  now,  how  can  changing 
the  form  of  the  demand  upon  the  Treasury  from  the  so-called  actual 
legal-tender  notes  to  a  bank  note,  which  must  also  be  maintained  with 
g^d  and  is  just  as  much  a  certificate  and  promise — ^how  can  that 
change  the  Treasury  situation  t 

Mr.  Faibohild.  I  do  not  see  that  the  Treasury  would  have  anything 
to  do  with  it  if  the  greenbacks  were  retired. 

Mr.  Walkeb.  Mr.  Oage  has  said  the  Treasury  would  have  to  directly 
or  indirectly  redeem  all  the  silver  and  paper  which  was  presented  for 
the  gold,  and  the  silver  certificates  and  the  national-bank  notes. 

Mr.  Faibghild.  I  do  not  see  that  we  would  have  to  redeem  the 
national-bank  notes  under  his  plan. 

Mr.  Walkbe.  Or  yours  either! 

Mr.  Faibohild.  They  would  not  have  to  redeem  under  ours. 

Mr.  Walkeb.  Who  would  redeem  t 

Mr.  Faibohild.  The  banks. 

Mr.  Walkeb.  Howt 

Mr.  Faibohild.  They  use  the  Treasury  offices  simply  as  agencies  and 
the  Treasury  does  not  redeem  them. 

Mr.  Walkeb.  Will  you  turn  to  the  provision  of  your  bill  which 
requires  the  banks  to  redeem  in  goldt 

Mr.  Faibohild.  It  requires  them  to  redeem  in  lawful  money,  and  the 
only  lawful  money  would  be  gold. 

Mr.  Walkeb.  You  destroy  all  other  lawftil  money  f 

Mr.  Faibohild.  Except  the  silver  dollars. 

Mr.  Walkeb.  You  do  not  keep  silver  certificates  in  circulation  t 

Mr.  Faibohild.  We  would  keep  them  in  circalation  if  the  people  want 
ihem,  our  idea  in  doing  that  being  that  more  silver  dollars  would  remain 
in  circulation  in  a  certificate  form  than  in  the  form  of  coin.  That  provi- 
sion was  made  because  there  was  apparently  a  moderate  surplus  of 
silver  dollars  to  perforjn  the  functions  we  give  them,  namely,  to  give  a 
circiilating  medium  below  $10  to  the  country.  At  the  present  time 
there  are  about  $50,000,000  more  of  silver  dollars  than  equal  the 
amount  of  all  our  notes  below  $10.  Therefore  we  had  the  theory  that 
more  silver  dollars,  more  money  below  $10,  would  be  used  by  the  people 
to  be  carried  in  their  pockets  if  such  a  portion  as  they  wanted  was  in 
paper  form.  Therefore,  in  order  not  to  have  silver  dollars  come  back 
to  the  Treasury  in  undue  proportions,  we  propose  to  continue  the  silver 
certificates.  We  do  not  care  anything  about  the  silver  certificate, 
but  we  think  it  would  be  to  a  certain  degree  a  relief  to  the  Treasury  in 
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keeping  more  silver  out  of  its  ownership.  The  only  lawful  money,  in 
the  operation  of  our  bill,  if  the  greenbacks  were  retired,  would  be  the 
gold  and  these  silver  dollars,  and  as  I  have  said,  there  being  no  circa- 
lating  medium  of  any  kind  less  than  (10  except  the  silver,  whether  in 
certificate  form  or  dollar  form,  our  belief  was  that  It  would  be  physi- 
cally impossible  for  any  considerable  portion  of  it  to  be  presented  to  the 
Treasury  for  redemption  in  gold  any  more  than  halves  or  quarters  are 
presented  in  embarrassing  sums  to  day,  although  they  are  redeemable 
just  the  same;  that  no  bank  would  present  silver  dollars  for  redemption 
in  gold,  because  it  would  need  to  retain  a  considerable  amount  of  them 
in  its  vaults  in  order  to  meet  the  needs  of  its  customers  for  the  smaller 
forms  of  money. 

So  we  felt  that  the  silver  dollars  made  to  take  their  place  would  be 
satisfactory  money,  everybody  knowing  that  whenever  he  wanted  he 
could  gejb  gold  for  them.  The  instances  when  they  would  want  gold  for 
them  would  be  very  rare,  like  instances  where  people  may  want  halves 
or  quarters  redeemed  simply  as  a  matter  of  convenience.  But  the  sup 
plying  of  the  gold  to  meet  our  exchanges  abroad  would  not  be  through 
the  silver  dollars  at  all,  but  would  be  through  the  other  resources  of  tbe 
bank,  and  I  am  very  firmly  of  the  opinion  that  that  surmise  is  correct. 

INTERINDEBTBDNESS  AN  EVIDENCE  OF  INTEGRITY  AND  WEALTH. 

Mr.  Walker.  Is  it  not  generally  held  by  economists,  Mr.  Faircbild, 
that  the  interindebtedness  of  a  people,  at  a  low  rate  of  interest,  instead 
of  being  an  evidence  of  poverty  or  of  hard  conditions,  is  one  of  the  most 
certain  indications  known  of  the  average  integrity,  education,  wisdom, 
and  wealth  of  its  people! 

Mr.  Fairchild.  It  is. 

Mr.  Walker.  As  the  integrity,  education,  wealth,  and  peaceful  con 
ditions  are  measured,  the  use  of  paper  money  proportionately  increases, 
and  that  of  coin  decreases.    Is  not  that  true? 

Mr.  Fairchild.  Well;  I  would  not  like  to  say  that  quite  so  broadly. 
The  use  of  paper  is  another  advance  in  more  perfect  civilization  and 
the  economy  of  capital,  in  my  judgment,  and  the  greater  the  faith  of 
people  one  in  another,  the  higher  the  civilization  will  be;  and  all  these 
conditions  you  have  spoken  of  tend  to  produce  that  faith. 

Mr.  Walker.  Except  for  onr  war  of  the  rebellion,  we  have  had 
peace  practically  since  the  war  of  1812 — and  that  was  not  much  of  a 
war — ^while  in  France  the  Government  has  been  constantly  overturned, 
and  a  feeling  of  unrest  has  existed  there;  and  England  is  In  a  state  of 
war.  They  are  engaging  in  some  kind  of  a  war  nearly  all  the  time,  and 
you  know  what  the  conditions  have  been  in  Germany ;  while  in  Scotland, 
Canada,  and  this  country  there  has  been  comparative  peace.  My  ques 
tion  involves  the  fact  of  the  people's  condition.  In  view  of  all  the  facts, 
do  not  the  paper  money  and  assured  peace  go  together? 

Mr.  Fairchild.  I  should  think  they  did. 

Mr.  Walker.  Are  not  the  currency  notes  issued  by  banks  every 
way  sound,  and  quickly  available,  with  the  guaranty  for  the  payment 
in  case  of  insolvency  of  the  bank  written  in  the  statute  authorizing 
the  issue  of  them,  and  appropriating  the  money  necessary  to  pay  for 
and  create  a  safety  fond,  to  pay  them — ^in  every  way  as  safe  as  a  cor- 
rency  created  by  bonds! 

Mr.  Fairchild.  I  should  say  so. 

Mr.  Walker.  Then  why  require  bonds,  when  they  take  the  capital 
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right  away  from  the  locality  and  deplete  the  bank 'a  power  of  loaning 
by  the  amount  of  capital  it  takes  for  the  bonds f 

Mr.  Johnson.  You  deny  that;  do  you  not,  Mr.  Fowler t 

Mr.  FowLEB.  Absolutely. 

Mr.  Walkeb.  I  hope  that  will  be  put  in  the  record,  because  it  is 
valuable,  but  at  the  same  time  I  would  like  an  answer. 

Mr.  Faibghilb.  Jt  is  an  obligation  of  the  Government  in  one  case 
as  it  is  in  the  other,  I  think. 

FLUOTTJATION  IN  THE  PBIOE  OF  BONDS. 

Mr.  Walkeb.  Is  it  not  certain  that  the  price  of  bonds  of  the  United 
States  will  fluctuate  in  price  as  much  in  the  next  ten  years  as  it  did 
between  1880  and  18901 

Mr.  Faibchild.  Certainly  it  will. 

Mr.  Walkeb.  Fluctuate  as  much  as  they  didt 

Mr.  Faibohuj).  I  can  not  guess  about  that.  If  I  could,  I  could  make 
money. 

Mr.  Spaldino.  From  your  familiarity  with  the  business  of  banking 
and  bonds  in  New  York,  can  you  estimate  approximately  the  number 
of  bonds  that  are  held  by  the  present  national  banks  t 

Mr.  Faibchild.  I  can  not. 

Mr.  Spalding.  In  round  numbers.    I  am  not  particular. 

Mr.  Faibohild.  That  is  a  matter  of  statistics. 

Mr.  Spalding.  It  is  about  9500,000,000,  is  it  nott 

Mr.  Faibchild.  No. 

Mr.  Spalding.  (400,000,000 1 

Mr.  Faibchild.  I  do  not  remember  the  figures  at  all. 

Mr.  Spalding.  I  think  it  is  about  that.  Well,  that  is  not  the  point 
I  am  making.  In  the  event  of  the  success  of  the  monetary  commis- 
sion's plan,  would  it  have  any  effect  on  the  price  of  the  bonds  of  the 
United  States  Government,  in  your  opinion,  and  if  so,  why  t 

Mr.  Faibchild.  We  tried  to  graduate  that.  Getting  at  the  amount 
held,  and  looking  at  the  way  bonds  were  held  among  the  banks,  we 
fixed  the  amount  of  25  per  cent  of  the  capital  in  that  way,  with  a  view 
of  having  it  have  as  little  efifect  as  possible  on  the  rise  or  fall  of  bonds. 

Mr.  Spalding.  What  effect,  in  your  opinion,  would  there  be  in  the 
adoption  or  the  passing  of  a  law  in  which  the  bonds  were  not  used  as 
a  security  for  the  circulating  medium  at  all? 

Mr.  Faibchild.  Oh,  it  might  affect  their  price  a  little.  I  doubt  if  it 
would  affect  it  much  now;  perhaps  1,  2,  or  3  per  cent.  I  do  not  know 
about  that. 

Mr.  Walkeb.  Your  bill  is  of  such  a  nature  that  you  claim  it  would 
not  very  materially  affect  the  price  of  bonds.  If  it  had  any  tendency, 
it  would  make  them  higher,  would  it  nott 

Mr.  Faibchild.  Possibly  a  little,  bat  looking  at  the  distribution  of 
the  bonds,  we  fixed  the  amount  first  at  30  per  cent,  and  then  reduced 
it  to  25  per  cent  on  that  ground. 

Mr.  Walkeb.  Then  the  requirement  to  purchase  bonds  in  order  to 
get  currency  has  a  tendency  to  make  bonds  higher  priced! 

Mr.  Faibchild.  That  would  be  the  tendency. 

Mr.  Spalding.  In  case  of  the  passage  of  the  Walker  bill — and  its 
becoming  a  law — ^in  your  judgment  would  it  have  any  material  effect 
upon  the  bonds  of  the  United  States  as  regards  price! 

Mr.  Faibchild.  I  would  not  like  to  answer  that 
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Mr.  Spalding.  Yon  did  answer  it  virtaally,  becaose  I  asked  if  a&y 
bank  measnre  that  did  not  use  bonds  as  a  security  was  adequate,  and 
in  yonr  judgment  it  woold  lower  them  but  slightly,  as  I  understood  yoaf 

Mr.  Fairohild.  That  was  my  surmise  about  it. 

Mr.  Spalding.  You  could  not  say  anything  else.  I  realize  that  other 
interests  might  interfere,  but  aside  firom  that,  taking  this  as  one  item, 
how  muoh  effect  would  it  have  on  the  bill,  on  any  bi}l  that  did  not  ase 
bonds  for  secarity  for  circulation  f 

Mr.  Faibohild.  To  answer  that  would  be  guessing  on  my  part 

Mr.  Walkeb.  In  reply  to  Mr.  Spalding,  the  bonds  in  the  United 
States  banks,  by  the  last  report  of  the  Comptroller  of  the  Currency, 
are  (227,484,000.    That  was  in  December— December  6, 1897. 

Mr.  Spalding.    That  is  only  in  national  banksf 

Mr.  Walkeb.  Yes.  I  wish  you  to  look  carefully  at  this  table,*  which 
I  will  publish,  and  answer  this  question:  Whether  it  is  not  feii  to  say 
that  a  currency  that  shrinks  as  bonds  appreciate  and  that  increases  as 
bonds  depreciate  is  a  fireak  currency  f 

Mr.  Faibghild.  Well,  I  should  think  that  it  is  a  very  bad  carrency, 
but  exactly  what  the  financial  and  scientific  application  of  ^^  fireak"  is 
I  am  not  prepared  to  say. 

OUB  OURBENOT  STSTEM  THE  WORST  IN  THE  WOBLD. 

Mr.  Walkeb.  In  testifying  before  the  committee  last  year,  after 
considerable  discussion  and  answering  questions  upon  the  point,  the 
Comptroller  of  the  Currency,  Mr.  Eckels,  put  his  appreciation  of  the 
financial  system  in  these  words:  ^^Yes;  the  United  States  has  the 
worst  financial  and  currency  system  of  any  leading  nation."  What  do 
you  think  about  our  financial  and  currency  system,  as  compared  with 
those  of  other  leading  nations  of  the  worldf 

Mr.  Faibohild.  I  think  it  is  the  worst. 

Mr.  Walkeb.  You  understood  the  question  to  be  comparatively  and 
not  specially  or  x>or8onally  denouncing  our  currency,  but  that,  as 
compared  with  other  nations,  it  is  the  worst  of  any  you  know  of  among 
leading  nations  f 

Mr.  Faibohild.  Yes. 

(Thereupon,  at  12 :30  p.m.,the  committee  took  a  recess  until  1 :45.  p.  m. 
Dhe  committee  haying  reassembled,  Mr.  Fairchild  continued  his  state- 
ment.] 

visible  supplt  of  ck>ld. 

Mr.  Newlands.  Mr.  Fairchild,  in  referring  to  the  gold  stock  of  this 
country,  your  commission  declares,  upon  the  authority  of  the  Treasury 
Department,  that  the  total  gold  stock  in  the  country  is  about  $  723,000,000. 
Of  that  amount  I  understand  you  to  say  that  the  visible  stock  is  some- 
where near  $100,000,000  f 

Mr.  Faibohild.  I  forget  about  that.  Does  not  the  report  show  for 
itself  what  it  isf 

Mr.  Walkeb.  $412,000,000. 

Mr.  Newlands.  I  do  not  understand  that  the  report  states  the  visi- 
ble supply,  but  I  understood  you  and  Mr.  Gage  to  assent  to  the  statistics 
of  Mr.  Walker,  the  chairman  of  the  committee,  with  reference  to  the 
visible  stock  of  gold. 

Mr.  Hill.  Will  you  allow  me  to  put  one  or  two  questionsf 

*  See  Table  D,  page  39,  Hearings  and  Argnmenti  Before  the  Committee  cm  Banking 
and  Cuzrencyi  Fmy-fomk  Congreee. 
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Hr.  Nbitlands.  Oertainly. 

Mr.  Hill.  Mr.  Fairchild,  I  will  sisk  yon  to  tarn  to  page  2  of  tbe 
^'Oomparative  statement  of  the  principal  features  of  the  Walker, 
Fowler,  Gage,  and  Monetary  Commission  bills  for  the  reform  of  the 
currency."  I  woold  like  to  ask  yon,  referring  to  the  first  section,  on  page 
2,  in  view  of  your  experience  as  Secretary  of  the  Treasury,  whether 
yon  think  that  the  legal-tender  notes  of  the  United  States,  drawn  with 
the  note  on  the  Government  on  one  side  of  it  and  the  note  of  the  bank 
on  the  other,  would  have  a  tendency  that  would  be  dangerous  in  this 
respect:  That  in  a  government  of  the  people  might  not  the  drawing 
of  such  a  note  and  throwing  it  upon  the  banks  to  the  amount  of 
$200,000,000  ultimately  lead  to  still  further  issue  of  notes  thrown  upon 
the  banksf 

Mr.  Faibohild.  It  might. 

Mr.  Hill.  What  would  be  your  opinion  in  regard  to  that  matter  in 
in  view  of  your  experience,  whether  it  would  or  would  not  have  that 
tendency  f 

Mr.  Paibohild.  I  could  not  say  as  to  that,  but  it  would  have  some 
tendency  of  that  kind. 

Mr.  Hill.  Have  you  any  question  as  to  the  legality  of  such  a  form 
of  note  issue,  if  it  was  enacted  into  law  by  Gongressf  Have  you  given 
any'oonsideration  to  the  question  as  to  whether  it  would  be  legal,  by 
the  delegating  of  the  power  of  redemption  to  private  corporations  i 

Mr.  Faibghild.  I  have  not. 

USE  OF  SILVEB  UNDEB  THE  COMMISSION  BILL. 

Mr.  Hill.  I  notice  in  these  four  bills,  showing  the  resulting  currency 
conditions,  that  two  of  them  provide  for  the  use  of  metal — gold  and 
silver — ^below  910,  and  two  of  them  provide  for  the  use  of  silver  certifi- 
cates.   In  drawing  your  bill  you  provide  for  the  use  of  silver  certificates  f 

Mr.  Faibohild.  Yes. 

Mr.  Hill.  Will  you  give  the  reasons  of  the  commission  for  taking 
that  course  f 

Mr.  Faibohild.  That  was  in  order  to  keep  m  the  pockets  of  the 
people  as  large  an  amount  of  silver  as  possible,  in  one  form  or  another, 
and  thereby  keep  it  firom  going  into  the  Treasury,  our  opinion  being 
that  under  the  habits  of  our  people  more  would  be  retained  in  the 
pockets  of  the  people  in  the  certificate  form  than  in  the  coin  form. 

Mr.  Hill.  And  in  making  the  limit  $10  you  assumed  that  it  would 
practically  be  held  away  from  redemption. 
.    Mr.  Faibohild.  We  thought  that  would  practically  be  the  case. 

Mr.  Hill.  I  understand  that  was  the  reason  you  fixed  the  limit  at 
910.  Some  of  these  other  bills  contemplated  only  $5. 

Mr.  Faibohild.  Yes.  We  find,  as  you  will  see  by  our  report,  that 
of  the  money  circulating  medium  of  the  country  aU  but  an  amount 
equal  to  the  amount  of  silver  dollars  in  existence,  plu3  950,000,000,  was 
in  notes  under  $10.    Our  report  says  that. 

Mr.  Hill.  I  understand  both  you  and  Mr.  Oage— you  may  remember 
bis  reply — said  that  there  would  be  no  objection  to  the  optionalfeature 
of  the  secured  currency  between  25  per  cent  of  the  capital  and  the  total 
amount  of  the  capital;  that  there  would  bono  objection  to  putting  into 
actual  practice  the  option  of  the  banks  to  use  either. 

Mr.  Faibohild.  I  think  there  is  no  substantial  objection  to  it;  no 
important  objection  to  it. 
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BANKNOTE  REDEMPTION  IN  GOLD  OOIN. 

Mr.  Hill.  In  one  of*  these  bills,  I  do  not  care  to  specify  which  one, 
it  is  expressly  stipalated  that  all  redemption  shall  be  made  in  gold 
coin. 

Mr.  FowLBB.  How  is  that? 

Mr.  Hill.  It  is  specifically  provided  that  redemption  shall  be  made 
in  gold  coiu. 

Mr.  Faibohild.  In  which  billf 

Mr.  Hill.  Mr.  Fowler's  bill.  Do  you  believe  that  it  would  be  a  wise 
course  to  pursue  to  make  all  bank  redemption  specifically  in  gold  coin, 
eliminating  the  other  legal  tender  of  the  conntry — silver  and  the 
lawful  money,  silver  certificates  f 

Mr.  FowLEB.  Limit  it  to  the  notes,  of  course,  and  not  the  deposits. 

Mr.  Faibghild.  My  idea  in  all  this  was  that  the  Government  shoald 
not  in  its  laws  discriminate  against  any  of  the  money  which  it  had  in 
circulation,  because  the  tiCndency  of  so  doing  was  to  drive  it  into  the 
Treasury. 

Mr.  Hill.  But  that  redemption  should  be  in  lawful  money  f 

Mr.  Faibghild.  That  was  my  idea. 

Mr.  Hill.  And  that  the  money  of  the  banks  should  be  fixed  by  .the 
standard  of  value  of  the  Government  and  the  Government  conditions, 
rather  than  that  the  banks  themselves  should  attempt  to  control  itf 

Mr.  Faibghild.  Well,  the  bank  currencies  would  be  no  better  than 
that  which  the  Government  was  furnishing. 

limit  of  note  ISST7E& 

Mr.  Hill.  On  what  principle  have  you  fixed  the  limit  of  note  issnesf 
I  am  asking  this  question  because  there  is  a  marked  difference  between 
the  bills  which  are  now  pending  before  the  committee  on  that  sabject, 
and  I  assume  that  the  commission  had  some  theory  on  the  subject. 

Mr.  Faibghild.  The  theory  was  that  it  was  quite  generally  done, 
that  it  would  be  sufficient  for  the  purpose,  and  that  it  would  be  safer. 

Mr.  Hill.  You  say  you  think  it  would  be  safer.  Do  you  think  it 
would  be  wise  to  &x  any  limit  to  the  issue  of  bank  currency  f 

Mr.  Faibghild.  I  have  not  thought  that  out  very  thoroughly,  Mr. 
Hill.  Some  members  of  our  commission  thought  that  the  limit  shoald 
not  be  regulated  by  the  capitsQ,  but  bear  a  proportion  to  the  assets  of 
the  bank.    But  in  the  end  we  concluded  that  this  plan  would  be  better. 

Mr.  Hill.  Because  you  thought  it  would  be  safer f 

Mr.  Faibghild.  We  thought  it  would  be  safer. 

BANES  TO  maintain  PABTTY. 

Mr.  Hill.  Will  you  turn  to  page  6  of  the  "comparative  statement" 
alluded  tof  The  first  item  there  reads  at  follows:  "  In  gold,  silver,  or 
legal  tender  paper,  but  parity  must  be  maintained  under  penalties." 
Will  you  tell  me  of  any  way,  in  your  judgment,  that  the  banks  of  this 
country  can  maintain  parity,  and  what  is  your  idea  of  the  meaning  of 
the  expression! 

Mr.  Faibghild.  [  think  that  they  could  maintain  parity  by  giving 
their  depositors  or  those  who  wanted  tx)  draw  this  money  in  cash,  or 
the  note  holder  who  wantM  his  notes  redeemed,  their  choice.  If  tney 
gave  them  the  choice  I  think  that  the  effect  would  be  to  maintain 
under  all  ordinary  circumstances,  and  within  the  resources  of  the 
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banks,  of  coarse,  the  parity  of  yarioas  kinds  of  money,  jast  in  the  same 
way  as  the  parity  of  silver  with  gold  is  now  maintained  by  the  Govern- 
ment, griving  the  public  creditor  the  choice  of  what  he  will  receive 
fix>m  the  Treasury  and  receiving  from  the  public  debtor  what  he 
chooses  to  pay  us. 

Mr.  Hill.  Then  you  think  that  tbe  maintenance  of  parity  in  this 
case  means  that  the  holder  of  the  notes  shall  have  the  right  to  demand 
any  form  of  legal  tender,  and  that  it  devolves  upon  the  bank  to  pay 
that  form,  to  pay  in  gold  or  silver,  or  silver  certificates,  if  those  are 
demanded  f 

Mr.  Fairchilb.  I  think  that  would  be  the  rule  for  depositors  as 
well  as  others. 

Mr.  Hill.  In  paying  out  the  money  under  the  terms  of  the  bill,  they 
would  have  to  pay  it  out  in  such  a  way  as  to  maintain  the  parity  and 
do  it  under  a  penalty.  What  I  am  trying  to  find  is  what  the  meaning 
of  that  expression  is.    I  wondered  whether  you  understood  the  bill. 

Mr.  Fairchilb.  It  means,  then,  that  the  banks  must  carry  silver  as 
well  as  their  own  note  issues. 

Mr.  Hill.  I  am  trying  to  find  out  what  the  responsibility  is  that  the 
banks  would  be  laboring  under  by  that  clause. 

Mr.  Fairchild.  I  do  not  know  as  to  the  penalty. 

Mr.  Hill.  The  penalty  is  fixed. 

Mr.  Fairchild.  I  think  you  could  put  a  penalty  on  them  if  they 
should  decline  to  give  their  creditor  a  choice  of  money.  That  is  within 
your  power.  Having  done  that,  I  do  not  know  what  more  they  could 
do  to  maintain  the  parity. 

CURRENT  REDEMPTION. 

Mr.  Hill.  On  page  6,  also,  Mr.  Fairchild,  in  the  plan  of  current 
redemption,  there  is  a  difference  between  the  various  propositions,  two 
biUs  providing  for  redemption  at  the  Treasury  or  subtreasuries  and  two 
by  banks  or  clearing  houses.  Do  you  anticipate  any  difficulty  whatever 
in  the  redemption  of  bank  notes  through  the  subtreasuries  any  more 
than  now  exists  through  the  redemption  bureau  of  the  United  States  f 

Mr.  Fairchild.  I  should  think  not. 

Mr.  Hill.  Does  the  commission  contemplate  that  the  redemption 
funds  of  the  banks  should  be  deposited  with  the  subtreasuries  instead 
of  being  deposited  in  the  redemption  bureau  of  the  Treasury  Depart- 
ment f 

Mr.  Fairchild.  It  would  be  deposited  with  the  Treasury;  then, 
wherever  the  redemption  took  place,  it  would  be  a  matter  of  bookkeep- 
ing with  the  Treasury. 

Mr.  Hill.  That  is  the  point.  Do  I  understand  then  that  your  prop- 
osition involves  the  deposit  of  the  redemption  fund  in  the  redemption 
bureau  at  Washington  f 

Mr.  Fairchild.  Yes;  I  think  so. 

Mr.  Hill.  And  then  the  accompanying  redemption  of  a  bank  note 
at  any  sabtreasuryf 

Mr.  Fairchild.  At  any  subtreasury. 

Mr.  Hill.  Where  are  they  going  to  get  the  funds  to  do  itf 

Mr.  Fairchild.  The  bank  would  have  a  credit  on  the  books  of  the 
Government  and  it  would  keep  the  account  It  would  redeem  the  notes 
out  of  the  funds  at  that  subtreasury,  whatever  they  might  be,  and  what- 
ever tins  amount  was  they  would  transmit  it  to  Washington  and  charge 
it  against  the  bank« 


222  CHAKGE8  IN  THE   CURRENCY  8TSTBM.     . 

Mr.  Hill.  Here  is  a  redemption  provided  at  Washington,  and  the 
bank's  fands  are  deposited  there  for  that  purpose,  for  the  Government 
does  not  guarantee  the  redemption  in  this  bill. 

Mr.  Fairchild.  No. 

Mr.  Hill.  It  simply  guarantees  to  use  the  funds  the  banks  deposit, 
and  compel  the  banks  to  deposit  those  funds,  and  so  carry  out  the 
redemption.  Do  I  understand  you  to  propose  that  the  Gk>vemment 
shall  supplement  that  by  likewise  redeeming  those  identical  bills  at  San 
Francisco  or  Pittsburg,  and  wherever  the  subtreasury  is,  without  the 
deposit  of  any  funds  there  by  the  Goverumentf 

Mr.  Fairchild.  At  whatever  subtreasuries  are  designated  by  the 
Secretary  and  the  Comptroller  of  the  Currency. 

Mr.  Hill.  Do  you  think  that  is  a  perfectly  feasible  thingf 

Mr.  Fairchild.  I  think  so. 

Mr.  Hill.  Then  the  Government  would  necessarily,  as  a  result,  be 
required  to  keep  in  every  subtreasury  funds  available  for  the  redemp- 
tion of  all  the  bank  bills  of  the  United  States! 

Mr.  Fairchild.  Yes,  but  we  are  to  assume  that  this  would  be  done 
in  the  ordinary  business  way.  It  would  be  i>08sible  to  present  an  inordi- 
nate amount  of  bank  bills  at  anyone  subtreasury,  and  the  Government 
immediately  takes  over  fix>m  the  funds  of  these  banks  into  its  own 
fund  the  same  amount.  The  Grovernment  having  all  the  time  ample 
funds  for  this  purpose,  on  our  theory,  just  as  it  has  now,  that  it  wonld 
be  a  matter  of  bookkeeping.  The  United  States  seeing  that  somewhere 
within  the  custody  of  the  Government  it  had  possession  of  sufficient; 
money  to  take  care  of  the  bills  presented,  it  would  consult  the  drcnrn- 
stances  so  as  to  afford  rapid  facilities  for  redemption,  as  far  as  could  be. 

Mr.  Hill.  I  confess  I  am  entirely  mistaken  in  that  feature  of  year 
bill.  I  supposed  the  intention  was  that  the  subtreasury,  for  instance 
at  San  Francisco,  should  be  designated  as  the  place  for  redemption  of 
the  Coast  bills. 

Mr.  Fairchild.  That  would  be  within  the  discretion  of  the  Secretary 
of  the  Treasury  and  the  Comptroller  of  the  Currency.  We  provide 
that  they  shall  be  redeemed  at  Washington  in  any  case,  and  at  any  or 
all  subtreasuries,  as  the  Comptroller  of  the  Currency  and  the  Secretary 
of  the  Treasury  may  designate.  If  they  find  that  there  is  a  group  of 
banks  so  situated  that  it  would  be  convenient  for  them  to  redeem  at 
San  Francisco,  they  would  say  that  the  notes  shall  be  redeemed  at  the 
subtreasury  at  San  Francisco,  or  if  it  is  advisable  to  redeem  at  two  or 
three  current  points,  then  they  will  so  designate.  We  thought  it  best 
to  leave  that  to  the  discretion  of  the  Secretary. 

Mr.  Hill.  I  supposed  it  meant  that  the  Secretary  should  designate 
some  subtreasury  where  the  notes  would  be  redeemed,  and  that  the 
bank's  funds  should  be  deposited  theref 

'  Mr.  Fairchild.  No  ;  the  main  books  were  to  be  kept  at  the  Treasury 
in  Washington.  A  statement  is  given  to  the  Secretary  of  the  Treasniy 
every  day  as  to  the  funds  of  the  United  States.  They  are  scattered  all 
through  the  subtreasuries  all  over  the  country.  They  make  up  the 
funds  of  the  United  States;  and  the  United  States  firom  time  to  time 
replenishes  here  or  replenishes  there,  as  the  need  may  be;  but  there  is 
always  in  all  these  subtreasuries  a  large  amount  of  money. 

Mr.  Hill.  Then  you  think  it  would  be  entirely  feasible  not  only  to 
make  a  certain  redemption  point  at  Washington,  but  that  all  tihe  bank 
bills  should  be  equally  liable  to  redemption  at  any  subtreasury  I 

Mr.  Fairchild.  I  think  so. 
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Mr.  Hill.  I  did  not  see  how  it  could  be  done,  bat  I  accept  your 
superior  experience  and  wisdom. 
Mr.  Fairchild.  I  think  there  wiU  be  no  difficulty  about  that 

RESERVES  AGAINST  DEPOSITS. 

Mr.  Hell.  Please  turn  to  page  8  of  this  pamphlet.  The  provisions 
for  reserves  against  deposits  are  alike  in  all  four  of  these  bills  except 
as  to  the  form  in  which  they  are  held.  Why  do  you  make  the  limit  of 
25  per  cent  of  coinf 

Mr.  Fairchild.  That  was  the  result  of  a  sentiment  in  the  commission 
that  it  was  a  good  thing  to  have  coin  scattered  over  the  country,  and 
this  was  the  way  of  doing  it.  That  to  have  it  distributed  among  the 
banks  sJl  over  the  country  wonld  be  a  useful  condition  of  things.  There 
is  nothing  practical  in  it,  except  that  where  we  hear  so  much  about  coin, 
it  would  be  well  to  say,  there  is  so  much  in  this  town,  and  so  much 
visible  there,  and  so  on. 

Mr.  Hill.  And  silver  certificates  f 

Mr.  Fairchild.  I  did  not  attach  much  importance  to  that  myself. 

Mr.  Hill.  Silver  certificates  are  not  legal  tender.  They  would  not 
be  in  the  payments  of  deposits  f 

Mr.  Fairchild.  Ko,  sir. 

Mr.  Hill.  Did  the  commission  consider  the  case  of  requiring  the 
lawful  reserves  to  be  held  in  some  form  of  legal-tender  money  f 

Mr.  Fairchild.  It  will  all  be  held  in  legal-tender  money. 

Mr.  Hill.  I  notice  some  difference  in  one  of  the  other  bills,  that  60 
per  cent  may  be  in  legal  tender  and  40  per  cent  not  in  any  form  of  legal 
tender. 

Mr.  Fairchild.  In  our  bill  it  is  provided  that  it  shall  be  held  in 
lawfhl  money,  which  is  legal  tender. 

Mr.  Hill.  Silver  certificates  would  not  be  a  legal  tender. 

Mr.  Fowler.  A  silver  certificate  is  not  legal  tender. 

Mr.  NswLANDS.  A  certificate  is  lawful  money  f 

Mr.  Hill.  Yes. 

Mr.  Fairchild.  A  bank  bill  is  lawful  money.  I  have  always  sup- 
posed that  what  was  meant  by  lawful  money  was  a  legal  tender.  If  I 
am  mistaken,  then  it  is  a  mistake  in  the  bill. 

Mr.  Hill.  Silver  certificates  are  declared  in  the  bill  to  be  lawful 
money,  but  I  do  not  think  that  they  are  legal  tender.  It  would  not  be 
legal  tender  in  the  payment  of  deposits. 

Mr.  NswLANDS.  Could  it  be  held  as  a  reserve  f 

Mr.  Hill.  The  law  provides  that  it  may  be  held  as  a  reserve  in 
national  banks. 

FINAL  REDEMPTION. 

Mr.  Fairchild.  I  should  not  think  there  would  be  any  objection  to 
having  them  held  as  a  reserve  of  national  banks. 

Mr.  Hill.  On  page  10  you  will  see  that  two  of  these  bills  have  the 
final  redemption  by  the  Oovemment,  and  in  two  of  the  bills  the  redemp- 
tion is  not  guaranteed  by  the  Government.  Please  give  us  year  views 
in  regard  to  that.  In  your  bill  the  final  redemption  is  not  guaranteed 
by  the  Government,    ft  is  a  direct  change  from  the  existing  conditions. 

Mr.  Fairchild.  Yes;  our  belief  was  that  the  Government  should  be 
separated  from  the  bank  money  as  far  as  was  possible  within  limits  of 
both  safety  and  convenience,  and  therefore  we  provided  the  guaranty 
fond;  we  provided  the  redemption  fund;  we  provided  the  mutual  bind- 
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iDg  together  of  the  banks  for  safety.  We  felt  that  for  safety  the  faods 
shoald  be  in  the  custody  of  the  GovernmeDt,  and  therefore  it  would  be 
necessary  for  the  Government  to  keep  accounts  against  them.  So  it 
would  be  more  useful  for  the  Government  to  have  the  custody  of  the 
funds  itself  aud  use  them  in  redemption  through  its  Treasury  branches. 

Mr.  Hill.  Within  the  past  half  dozen  years  the  5  per  ceut  redemp- 
tion fund  deposited  at  the  Treasury  has  failed  to  be  sufficient  to  meet 
the  redemption  of  national-bank  notos,  so  at  times  the  banks  have 
owed  the  Government  as  high  as  95)000,000  on  that  redemption  fond, 
taking  the  banks  as  a  whole.  Now,  the  Government  is  resi)onsible  for 
the  r^emption,  whether  the  fiind  is  maintained  or  not.  Under  your 
bill  you  take  away  that  Government  responsibility  f 

Mr.  Faikohilb.  Yes. 

Mr.  Hill.  I  want  to  ask  if  it  was  the  idea  of  the  commission  that  in 
the  event  a  shortage  of  the  funds  occurs,  or  an  accumulation  of  redemp- 
tions before  the  funds  are  presented,  it  would  be  the  purpose  of  tLe 
bill  that  the  Government  should  go  on  and  redeem  those  notes  regard- 
less of  the  fact  as  to  whether  they  were  ultimately  responsible  or  DOt, 
and  recoup  themselves  with  the  remedy  they  have  of  the  assessment! 

Mr.  Fairohild.  No;  we  thought  there  would  be  such  ample  protec- 
tion. As  it  is  now,  the  Treasury  goes  on  redeeming,  and  it  makes  up 
this  account  once  a  fortnight,  as  I  understand  it,  and  if  they  find  that 
they  have  overredeemed  for  a  bank  they  notify  that  bank  to  make  up 
its  fund.  We  assume  that  as  that  is  a  matter  of  bookkeeping  it  would 
perhaps  be  doue  in  very  much  the  same  way,  it  being  impossible  for 
them  every  night  to  tell  just  how  the  account  stood.  They  would  take 
groups  of  banks  and  dispose  of  them,  see  how  their  accounts  stood,  and 
about  once  a  fortnight  the  whole  accounts  would  go  through  the 
Eedemption  Bureau,  and  the  banks  would  be  notified  to  make  up  any 
deficieucy. 

Mr.  Hell.  Then  your  idea  would  be  that  redemption  should  go  on 
as  nowf 

Mr.  Faibohild.  Yes. 

Mr.  Hill.  So  the  change  in  the  law  is  really  a  change  in  theory  and 
not  in  factf 

Mr.  Fairohild.  It  woirld  not  be  a  change  in  fact  that  any  note 
holder  would  know  of;  but  our  idea  was  not  that  the  Government  was  to 
be  responsible  should  the  resources  that  we  have  provided  here  fc^  to 
redeem  any  bank  notes,  but  that  the  bank  could  stop  at  any  time  it 
found  it  was  running  beyond  what  was  prudent.  In  practice  we 
thought  we  could  do  just  as  they  do  now,  so  long  as  they  felt  that  they 
were  perfectly  safe.  That  would  be  for  the  manifest  convenience  of 
everybody. 

Mr.  Johnson.  The  Government  goes  on  redeeming  now  because  it  is 
sure  it  can  not  lose  anything  f 

Mr.  Faibghild.  We  assume  that  under  this  plan  it  oould  not  lose 
anything;  that  it  would  be  just  as  secure  under  this  law  as  under  the 
present  law. 

Mr.  MoOleabt.  Is  it  true  that  the  Government  sometimes  finds 
itself  in  a  condition  where  the  aggregate  of  the  reserve  has  been  drawn 
outf 

Mr.  Faibohild.  No;  I  do  not  think  so. 

Mi.  Hill.  What  is  thatf 

Mr.  Faibghild.  Mr.  McOleary  has  asked  if  the  Government  has 
found  itself  at  times  where  the  redemption  fund  of  all  the  banks  has 
been  impaired. 
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Mr.  Hill.  XTp  to  a  debt  of  four  or  five  million  dollars,  I  think,  several 
times.    That  has  been  so  for  six  or  seven  months,  I  think. 

Mr.  FowLEB.  It  has  gone  to  two  or  three  or  four  million  dollars 
quite  often. 

Mr.  Faibohilb.  That  is  a  pnre  matter  of  administration  in  the  Treas- 
nry  Department.  If  that  happens,  it  is  the  fault — if  it  is  a  fault — of 
those  who  are  keeping  the  acoounts  in  the  Treasury  Department  not 
keeping  them  sharply  enough. 

Mr.  FowLEB.  It  need  not  happen  f 

Mr.  Faibohild.  It  need  not  happen. 

Mr.  Hill.  As  I  understand,  the  Onrrency  Commission  asked  for 
forms  of  all  bills  that  have  been  pending  before  the  committee  to  be 
sent  to  them  when  making  up  this  bill,  and  I  assume  that  in  making 
up  this  bill  they  examined  the  pending  measures.  Will  you  please 
inform  the  Committee  on  Banking  and  Currency  why  you  made  this 
final  redemption  guaranty  on  the  part  of  the  Government  so  much 
stronger  in  your  bill  than  it  is  in  any  of  these  other  measures  f  As  to 
the  first  bill,  on  page  10  of  this  pamphlet,  it  says:  <'  Final  redemption 
is  by  the  Government  recouped  by  current  redemption  fund  of  5  per 
cent  plus  proceeds  of  one-fifth  to  one-half  of  1  per  cent  on  credit  notes, 
plus  first  liens  on  assets,  and  stockholders'  liabilities."  In  the  second 
bill  the  Government  redeems,  '^  as  agent  only,  from  proceeds  of  sale 
of  bonds  deposited  together  with  5  per  cent  fund  accumulated  by  one- 
fourth  x>er  cent  tax  on  bond  notes,  and  graduated  tax  on  credit  notes, 
plus  the  first  lien  on  assets  and  stockholders'  liability."  That  is  pre- 
cisely as  the  Monetary  Commission  bill  does.  In  the  Gage  bill,  it  is 
by  the  Government,  as  now. 

Mr.  FowLEB.  You  must  distinguish  between  ultimate  redemption 
and  current  redemption. 

Mr.  Hill.  I  understand  that.  They  added  a  5  per  cent  guaranty 
fiind  over  and  above  the  5  per  cent  fund.  In  the  Monetary  Commission 
bill  the  final  redemption  is  ^'  by  Government  as  agent  only,  from  pro- 
ceeds of  sale  of  bonds  deposited,  together  with  5  per  cent  redemption 
fund,  and  5  per  cent  guaranty  fund,  first  lien  on  assets,  stockholders' 
liability,  and  assessment  on  banks  having  circulation,  all  of  this  sup- 
plemented by  accumulated  taxes  and  guaranty  fund.  This  guaranty 
fund  is  in  addition  to  redemption  fund,  and  must  be  maintained  by  the 
banks  in  gold,  and  is  not  counted  as  part  of  reserve  against  deposits, 
and  the  interest  upon  it  does  not  accrue  to  the  banks,  but  is  supported 
by  the  fund  itself."  You  provide  a  5  per  cent  redemption  fund,  and 
in  addition  to  that  the  stockholders'  liability  and  assessment  on  all  the 
banks.    Do  you  not  think  the  other  provisions  were  sufficient  f 

Mr.  Faibohilb.  I  think  we  thought  they  were  sufficient.  As  you 
will  see  by  our  argument,  we  thought  that  the  5  per  cent  guaranty 
fund  was  far  more  than  sufficient.  The  5  per  cent  redemption  fund,  of 
course,  is  for  the  current  redemption.  Then  the  taxes  on  the  circula- 
tion between  the  additional  60  per  cent  and  100  per  cent,  and  the  inter- 
est on  any  investment  of  this  guaranty  fund,  were  provided  for  greater 
assurance  to  the  minds  of  the  people,  this  being  a  new  thing,  in  the 
minds  of  banks,  that  when  the  last  bank  went  out  on  the  day  of  judg- 
ment there  would  be  something  left,  which  would  be  the  accumulation 
of  these  taxes  and  interest.  That  would  assure  banks,  which  would 
consider  it  carefully,  that  they  practically  ran  no  risks  in  coming  into 
the  system. 

Mr.  Hill.  You  would  think  that  this  is  perfectly  safe  for  the  Gov- 
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erDment,  so  that  the  banks  woald  not  be  called  upon  to  respond  to  an 
asset^sineutf 

Mr.  Fairohild.  Under  this  plan  the  banks  woald  necessarily  be  called 
upon  for  an  assessment  to  keep  np  the  5  x>6r  cent  fnnd,  because  we  do 
not  give  them,  so  fair  as  that  is  concerned,  the  benefit  of  the  interest 
and  the  taxes. 

Mr.  HiLL«  That  is  a  still  farther  accnmalationf 

Mr.  Faibghild.  Yes;  thatisastillftirtheraccnmalatlon.  Therefore, 
whatever  the  deposits  for  individual  banks  amounteit  to  through  the 
series  of  years,  it  woald  be  something  that  would  come  npon  the  banks 
in  this  system.  Had  this  plan  been  in  operation  from  the  beginning  of 
the  national  banking  system  up  to  the  present  time,  and  had  all  the 
banks  of  the  country  issued  80  per  cent — we  based  our  calculation  on 
that — of  their  capital  in  notes,  and  kept  them  constantly  issued,  the 
assessments  since  18(>3  upon  all  the  banks  would  have  been  about  one- 
fortieth  of  1  per  cent  per  annnm,  a  little  less  than  1  per  cent  since  the 
commencement  of  the  national  banking  system.  We  figured  this  oat, 
not  as  the  statements  in  the  Comptroller's  report  give  you  the  resulton 
the  actual  circulation  in  existence,  but  upon  a  circulation  supposing 
onr  plan  had  been  in  operation  and  all  the  banks  had  taken  advantage 
of  it  up  to  80  per  cent  from  the  beginning  of  the  system,  to  see  what 
the  outcome  would  then  have  heen.  We  had  to  make  entirely  new 
tables  and  go  through  the  whole  calculation  entirely  anew,  and  that 
was  the  result.  Ouly  one- fortieth  of  1  per  cent  per  annum!  And  we 
felt  that  was  so  small  that  if  banks  were  assured  that  that  was  all  it 
was  likely  to  be  in  the  future,  it  would  be  adopted  by  them. 

Mr.  Hill.  Tlien  with  the  guaranty  fund,  under  the  accumulations  of 
interest  and  the  taxes,  judging  by  any  past  experience,  you  do  not 
believe  that  it  would  ever  be  necessary  to  lay  an  assessment  on  the 
banks f 

Mr.  Faibohild.  Except  this  very  small  amount.  That  would  have 
to  come.  They  would  have  had  to  pay  upon  the  80  per  cent  of  oircola- 
tion — a  little  less  than  1  per  cent;  not  1  per  cent  on  their  capital,  but  1 
per  cent  on  80  per  cent  of  their  capital. 

Mr.  Hill.  Would  not  that  have  been  more  than  overcome  by  the 
difi'erence  in  the  way  of  taxes! 

Mr.  Faibghild.  Of  course,  they  are  taxed  now  1  per  cent  per  annam 
on  their  circulation. 

USE  PBOYIDED  FOB  SILTEB. 

Mr.  Newlanbs.  Mr.  Fairchild,  I  observe  one  recommendation  in 
your  report  with  reference  to  the  silver  bullion  not  held  against  oat- 
standing  certificates,  and  a  recommendation  that  some  provision  should 
be  made  for  the  sale  of  this  surplus  silver,  etc  Did  your  commission 
regard  the  disparity  between  the  money  value  of  silver  in  the  silver 
dollar  and  the  value  of  the  gold  in  the  gold  dollar  as  a  serious  questiont 

Mr.  Faibghild.  We  did  not.  With  this  amount  of  silver  dollars  we 
thought  we  would  go  along  x>erfectly  well  under  onr  plan. 

Mr.  Newlands.  You  thought  the  country,  by  an  exchange  of  gold 
for  silver  dollars 

Mr.  Faibohild.  And  by  the  use  of  silver. 

Mr.  Nbwlands.  And  by  their  use  together,  could  sustain  itl  Ton 
relied  mostly  upon  the  use  of  the  silver  money  among  the  peopto 
themselves! 

Mr.  Faibohild.  Upon  the  use  supplemented  by  the  assurance  that 
they  could  not  incur  a  loss  on  them.    There  being  absolute  confideooe 
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in  them,  we  believed  the  use  would  be  to  the  nttermost;  that  is,  that 
the  nse  would  be  assured  by  the  convenience  that  they  gave.  On  the 
other  handy  it  would  not  be  impaired  by  any  fear  of  their  depreciation. 

Mr.  Newlands.  And  you  propose  to  stimulate  that  use  by  making 
the  silver  certificates  of  small  denominations,  so  they  would  be  used 
for  cash  transactions  among  the  people f 

Mr.  Faibchili).  Yes ;  and  taking  away  aU  other  paper  money  under 
$10  in  denomination. 

TEMPTATION  TO  FBAUB. 

Mr.  Newlands.  Do  you  not  regard  that  disparity  between  the  market 
value  of  silver  and  the  silver  dollar  and  the  value  of  the  gold  in  the 
gold  dollar  as  an  encouragement  for  counterfeitingf 

Mr.  Faibchild.  Yes;  that  is  a  serious  objection  to  it. 

Mr.  Kewlands.  Would  it  be  difficult  to  counterfeit  the  silver  dollar  f 

Mr.  FAmcHiLB.  I  am  not  a  counterfeiter,  and  I  can  not  tell. 

Mr.  Newlands.  But  you  have  been  Secretary  of  the  Treasury.  Do 
you  know  whether  it  has  been  difficult f 

Mr.  Faibohild.  I  do  not  know.  I  have  no  information  on  that  sub- 
ject to  a  degree  enabling  me  to  give  an  expert  opinion  on  it. 

Mr.  Kewlands.  You  regard  it  as  a  temptation,  at  all  events  f 

Mr.  Faibchild.  Certainly. 

Mr.  Newxands.  Would  you  regard  it  as  a  desirable  thing  if  the  silver 
in  the  silver  dollar  were  worth  as  much  as  the  gold  in  the  gold  dollar, 
in  the  markets,  apart  from  coiuage  valuef 

Mr.  Faibohild.  I  should  think  it  desirable,  if  it  very  much  more 
nearly  approximated  it  thau  it  does  now,  as  guarding  against  this 
temptation  to  counterfeit;  but,  on  the  other  hand,  there  is  the  question 
of  the  expense  of  coining  it  all  over  again. 

Mr.  I9EWLAND8.  Did  your  commission  look  into  the  question  of 
making  the  value  of  the  metal  in  the  silver  dollar 

Mr.  Faibchild.  Yes ;  we  considered  that,  and  it  was  this  question 
of  exi)en8e  that  deterred  us.  . . 

Mr.  Newlands.  What  question  of  expense f 

Mr.  Faibchild.  Of  making  these  coins  all  over  again  and  putting 
the  additional  silver  in  them. 

Mr.  Newlands.  That  would  result  in  a  diminution  of  the  silver  coins 
outstanding,  woxUd  it  notf 

Mr.  Faibchild.  No;  I  was  not  thinking  of  reducing  the  number,  of 
taking  these  and  melting  them  together,  but  of  keeping  the  same  vol- 
ume of  them  by  count,  taking  in  all  that  coinage  and  substituting  in 
its  place  9400,000,000,  or  whatever  there  might  be,  with  the  additional 
amount  of  silver  in  them. 

Mr.  Newlands.  Where  did  you  propose  to  get  the  additional  amount 
of  silver  f 

Mr.  Faibchild.  It  would  be  necessary  to  buy  more  silver  to  do  that. 

Mr.  Nbvtlands.  Did  you  consider  at  all  the  ratio  at  which  you  pro- 
posed to  do  that  f 

Mr.  Faibchild.  No;  we  did  not.  It  was  a  mere  general  question  as 
to  whether  it  was  best  to  do  that. 

Mr.  Newlands.  I  presume  you  will  agree  with  me  that  the  value  of 
the  metal  in  the  silver  dollar  could  be  made  equal  to  the  value  of  the 
metal  in  the  gold  dollar  in  two  ways,  one  by  increasing  the  consump- 
tion of  silver  in  the  production  of  silver  coin,  and  the  other  by  adopting 
a  different  ratio  and  putting  additional  silver  into  those  coins.  It  could 
be  done  in  either  way,  could  it  notf 
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Mr.  Fairchild.  I  do  not  thmk  that  would  be  the  result  if  you  made 
the  additional  coius. 

Mr.  Newlands.  Yon  do  not  think  that  the  increased  use  of  silver  in 
that  way  would  raise  the  market  value  of  silver  in  the  world! 

Mr.  Faieohild.  No. 

Mr.  Newlands.  Did  you  look  into  the  question  of  the  stock  of  silver 
in  the  world! 

Mr.  FairchiIjD.  I  do  not  think  the  commission  did.  I  myself  have 
frequently  considered  the  stock  of  silver  in  the  world. 

Mr.  Newlands.  Did  the  commission  look  into  the  question  as  to  what 
countries  produced  the  silver  abroad,  and  as  to  whether  any  limitation 
on  production  could  be  made  by  these  countries  in  such  a  way  as  to  make 
the  use  commensurate  with  the  production! 

Mr,  Fairchild.  No,  sir. 

Mr.  Newlands.  The  only  fact,  then,  that  you  took  into  consideration 
was  the  maintaining  the  parity  by  exchangeability  with  the  gold  coin, 
and  by  the  use  of  these  coins! 

Mr.  Fairchild.  We  considered  three  forces.  One  was  the  limitation 
of  the  number,  next  the  use  to  which  they  must  necessarily  be  pat  in 
performing  the  function  of  money  below  $10,  and  lastly  the  promise  of 
the  Oovernmeut  to  take  them  up  in  gold  if  presented. 

Mr.  Newlands.  Then  you  regard  limitation  of  the  quantity  of  money 
as  an  element  in  Axing  value,  do  you  not! 

Mr.  Fairchild.  I  think  that  in  order  to  have  the  promise  of  the 
United  States  believed  in  there  must  be  a  limitation  to  the  degree  upon 
which  it  will  be  called  upon  to  redeem. 

Mr.  Newlands.  When  you  refer  to  limitation,  then,  you  refer  to  a 
limitation  of  the  obligation  of  the  Government  in  the  way  of  redemption. 

Mr.  Fairchild.  Yes. 

Mr.  Newlands.  Not  a  limitation  of  the  number  of  units  of  money 
themselves! 

Mr.  Fairchild.  I  do  not  think  that  the  limitation  of  the  number  of 
dollars  would  under  all  circumstances  affect  the  value  of  the  single 
dollar  appreciably. 

QUANTITATIVE  THEORY  OP  MONEY. 

Mr.  Newlands.  Would  the  expansion  of  the  dollars  affect  the  value 
of  the  single  dollar  appreciably,  all  other  things  being  equal! 

Mr.  Fairchild.  Well,  now  we  come  to  that  philosophical  question 
you  asked  Judge  Taylor,  of  the  quantitative  theory  of  money.  I  do  not 
believe  that  the  value  of  money  is  determined  by  its  quantity,  within 
any  comprehensible  limits. 

Mr.  Newlands.  I  understand  that  is  your  general  view,  but  I  ask 
you  whether  the  expansion  of  the  number  of  units  of  money  would,  in 
your  opinion,  have  any  effect  on  the  value  of  the  unit  of  money! 

Mr.  Fairchild.  Suppose  that  you  made  every  ounce  of  iron  worth  a 
dollar. 

Mr.  Newlands.  You  think  the  value  of  the  purchasing  power  of  the 
unit  of  money  can  be  diminished,  do  you! 

Mr.  Fairchild.  I  do.  But  1  do  not  believe  that  the  expansion  or 
contraction  of  money  generally  recognized  by  the  business  world  as  good 
and  satisfactory  affects  its  value  to  a  degree  that  you  can  measure. 

Mr.  Newlands.  Assuming  that  the  only  money  of  the  world  to  day 
was  gold,  with  the  existing  stock  of  gold  throughout  the  world,  and 
assuming  that  some  metal  could  be  found  of  which  the  existing  stock 
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was  only  OBe-half  as  great  as  that  of  gold,  do  yon  think  that  you  conld 
safely  change  from  the  gold  standard  to  the  standard  of  that  metal 
without;  affecting  the  value  of  each  unit  of  that  metal f 

Mr.  Faibchild.  I  do  not  think  that  this  Oovernment  or  any  combi- 
nation of  governments  could  come  in  and  say,  <'We  will  do  this,"  with- 
out making  a  great  disturbance.  I  think  the  way  it  would  come 
aboat,  as  1  have  already  explained,  would  be  out  of  the  habits  of  the 
people,  which  might  drive  one  out,  and  then  government  would  come 
in  and  adopt  it.  I  think  the  only  thing  that  government  ever  has 
done  or  can  do  is  to  adopt  what  they  ascertain  to  be  facts  of  that 
sort  The  exact  laws  which  govern  them  are,  in  the  nature  of  things, 
difficult  to  define,  because  it  is  largely  a  matter  of  habit  and  sentiment 
and  feeling  among  all  communities  that  are  using  these  things. 

Mr.  NewUlNDS.  But  your  remarks  apply  only  to  the  method  of  the 
change. 

Mr.  Faibchtlb.  T  think  that  what  Government  does  is  not  the  thing 
that  fixes  the  value;  I  think  it  is  what  is  done  beyond  and  outside  of 
Oovernment  that  determines  those  questions. 

Mr.  Newlands.  Then  I  will  put  the  question  in  that  way. 

Mr.  Faibchild.  I  can  not  account  for  what  has  taken  place  in  the 
history  of  these  things  on  any  other  theory. 

Mr.  Newlands.  I  will  put  the  question  in  that  way.  Assuming  that 
by  the  general  concensus  of  opinion  of  the  business  world  a  metal  is 
selected  of  which  the  accumulated  stock  is  only  one-half  that  of  the 
existing  gold  in  the  world,  and  a  change  were  made,  do  you  think  that 
each  unit  of  that  new  money  would  have  the  same  value  as  the  unit  of 
goldt 

Mr.  Faibohild.  I  think  if  that  took  place  it  would  be  because  the 
people  found  it  an  exact  substitute. 

Mr.  Newlands.  I  understood  you  to  say  that  no  such  change  could 
possibly  occur  through  the  action  of  the  business  world,  if  the  effect 
was  to  increase  the  power  or  the  value  of  each  unit  of  the  new  money, 
is  that  itt 

Mr.  Faibchtli).  Oh,  there  might  be,  in  the  course  of  many,  many 
years,  such  an  effect,  but  in  my  judgment  this  thing  comes  about,  and 
has  come  about,  not  through  agreements  of  people,  or  anything  of  that 
sort,  but  by  each  man  deling  with  his  neighbor,  and  out  of  that  has 
come  the  general  concurrence  which  has  produced  different  results. 

BANE  TAXES. 

Mr.  HiLii.  Will  you  kindly  turn  to  page  12,  of  the  ^'  Comparative 
Statement,"  dealing  with  the  subject  of  taxes,  and  explain  why  you 
changed  the  tax  from  a  tax  on  circulation  to  a  tax  against  the  aggregate 
amount  of  capital,  surplus,  and  undivided  profits! 

Mr.  Faibcbilb.  Because  we  felt  that  a  bank  note  was  simply  one  of 
the  forms  in  which  the  customers  of  a  bank  wanted  to  use  the  accom- 
modation of  the  bank ;  that  if  you  put  the  tax  on  the  note,  you  put  the 
tax  practically  on  the  people  who  want  to  use  that  form  of  the  bank's 
credit  You  did  not  put  it  on  those  people  who  wanted  to  use  the 
hank's  credit  in  the  form  of  credit  carried  to  them  on  the  books  of  the 
bank,  against  which  they  could  check.  Therefore,  we  felt  that  we  dis- 
tributed the  burden  more  equally  among  those  who  used  the  bank  ibr 
their  convenience,  that  the  capital  and  surplus  represented  the  prop- 
erty  the  banks  had,  and  it  was  not  a  tax  on  a  portion  of  the  tools  their 
customers  wished  to  use. 
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Mr.  HiiiL.  Tbat  same  reasoning  wonld  tend  to  remove  tbe  gradaated 
tax  wliicli  three  of  these  bills  pat  on  the  issae  of  cnrrency. 

Mr.  Faibghilb.  Oar  tax  is  pat  there  simply  as  a  spring  which  woald 
hold  it  back  from  the  attermost  issae,  in  order  that  in  the  times  beyond 
the  ordinary  times,  and  beyond  the  seasonal  times,  when  there  came  a 
year,  as  it  does  come  every  few  years,  when  they  wanted  money  over 
and  beyond  that,  the  bank  woald  have  an  indncement  to  remain  within 
some  limit  so  it  woald  have  a  play  which  it  coald  ase  in  those  nnasaal 
times. 

Mr.  Hill.  I  think  year  answer  tends  to  convey  the  idea,  which  has 
been  suggested  by  one  or  two  others  who  have  appeared  before  this 
committee,  that  this  was  a  tax  intended  to  repress  the  issue  of  circnla- 
tion.  As  a  matter  of  fact,  is  not  that  needed  to  call  in  the  bills  after 
the  emergency  had  passed  rather  than  to  repress  it  daring  the  emer- 
gency f 

Mr.  Faibohild.  Yes;  it  is  intended  to  keep  it  in  so  it  will  not  go  oat 
except  in  an  emergency.  That  woald  be  the  same  in  effect,  bat  of 
coarse  the  converse  woald  be  true,  that  it  would  call  it  in  as  soon  as 
the  emergency  had  passed. 

Mr.  Hill.  I  want  to  call  your  attention  to  the  fact  that  three  of 
these  bills  have  this  gradaated  tax  in  different  forms  and  different 
ways,  but  that  one  of  these  bills  not  only  has  no  gradaated  tax  on  the 
ftill  amount  of  its  circulation  up  to  the  amount  of  its  capital,  but  it  pro- 
vides that  accumulated  surplns  and  undivided  profits  shall  also  be 
counted  as  capital  in  the  issuance  of  circulation.  Do  you  think  it  would 
be  a  safe  proposition  to  allow  the  banks  to  issue  circulation  without 
any  graduated  tax  or  any  restraint  up  to  the  full  amount  of  capital, 
surplus,  and  undivided  profits  f    Would  it  be  fair  to  the  depositors  f 

Mr.  Faibchild.  Well,  I  think  it  would  be  better  that  the  tax  should 
be  measured  by  the  capital,  because  it  is  always  within  the  x>ower  of 
the  banks  that  feel  the  need  of  it  to  convert  their  shrplus  into  capitaL 
They  can  convert  their  surplus  into  capital  if  they  like,  and  then  we  get 
the  stockholders'  liability  in  addition  against  it.  As  to  the  degree  of 
safety,  I  am  not  prepared  to  say.  We  felt  that  this  provision  would 
accomplish  the  purpose  and  that  it  was  sufScient,  and  we  did  not  care 
to  go  beyond  what  was  sufficient. 

LIMITATION  OF  BANK  CAPITAL. 

Mr.  Hill.  In  the  matter  of  the  minimum  limitation  of  bank  capital 
you  will  see  that  Mr.  Gage's  bill  and  the  commission's  bUl  fix  it  at 
(25,000,  and  the  other  two  bills  at  $20,000.  I  suppose  the  simple  fact 
that  your  bill  is  drawn  that  way  would  show  that  the  commission  did 
not  think  it  was  prudent  to  allow  a  capital  of  less  than  $25,000 f 

Mr.  Faibchild.  We  thought  that  was  low  enough. 

Mr.  Hill.  Turn  to  page  16  of  the  statement,  if  you  please.  Two  of 
these  bills  have  peculiar  features  in  this  respect.  One  of  them  pro- 
vides that  a  board  of  seven  experts  shall  advise  the  Comptroller  in 
administering  bank  laws.  The  second  one  provides  for  three  ministers 
of  finance  to  constitute  an  independent  department  of  finance.  Have 
you  read  those  provisions  relative  to  the  powers  of  those  two  boards  f 

Mr.  Faibchild.  Yes. 

Mr.  Hill.  Do  you  think  it  would  be  a  wise  provision  of  law  in  a 
republic,  with  frequent  elections,  to  provide  that  the  entire  banking 
capital  of  the  country  shall  be  administered  under  the  control  of  any 
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three  or  four  men,  with  the  power  to. call  in  and  order  out  circolationy 
as  these  bills  distinctly  provide f 

Mr.  FaibchiXiD.  I  should  think  the  circulation 

Mr.  HiLii.  Should  be  fixed  by  law,  should  it  notf 

Mr.  Faibohild.  The  maximum  should  be  fixed  by  law  and  the  rest 
of  it  fixed  by 

Mr.  Hill.  Fixed  by  businessf 

Mr.  Faibohild.  Yes. 

Mr.  Hill.  But,  in  your  judgment,  would  it  be  wise  to  have  that  matter 
controlled  by  an  independent  body  of  men,  who  would  administer  on  the 
law  and  decide  as  to  how  circulation  should  be  called  in  and  when  and 
how  it  should  be  issued! 

Mr.  Faibohild.  I  do  not  think  so. 

BBANOH  BAITKS. 

Mr.  Hill.  In  the  bill  of  the  monetary  commission  branch  banks  are 
authorized  under  the  rules  and  regulations  prescribed  by  the  Secretary 
and  the  Comptroller.  It  is  entirely  within  the  power  of  the  Secretary 
and  Comptroller  to  authorize  the  issue  of  currency  f 

Mr.  Faibchili).  No;  we  did  not  contemplate  that. 

Mr.  Hill  (reading).  ^<  Branch  banks  authorized  under  such  rules  and 
regulations  as  may  be  prescribed  by  the  Secretary  of  the  Treasury  and 
the  Comptroller." 

Mr.  Faibohild.  Not  that  they  should  have  an  additional  issue.  And 
I  might  say,  about  that  branch  bank  provision,  we  did  not  develop  that  as 
much  as  probably  we  should  have  done.  We  probably  did  not  go  into 
that  quite  enough.  I  think,  and  1  think  the  commission  thinks,  that  if 
branch  banks  were  authorized  it  would  be  very  well  to  make  more  pro- 
visions than  are  included  in  our  bilL  For  instance,  I  have  in  my  mind 
that  you  should  require  every  branch  to  have  an  amount  of  capital  equal 
to  that  which  would  be  required  to  establish  a  bank  in  the  place  in 
which  they  were  going  to  establish  it.  I  would  provide  that.  But 
the  commission  left  it  in  this  way,  and  when  I  drew  this  law,  I  followed 
what  they  said  about  it.  If  it  were  left  entirely  to  me^  I  would  provide 
some  such  provision  as  that. 

olbabing-housb  assooiations. 

Mr.  Hill.  Do  you  think  it  would  be  a  wise  provision  of  law  that 
clearing-house  associations  should  be  allowed  to  have  note-issue 
functions,  the  same  as  organized  banks  with  capital  f 

Mr.  Faibohild.  I  have  not  thought  of  that  until  now.  That  is  a 
novelty. 

Mr.  Hill.  One  of  these  bills  provides  not  only  for  local  clearing 
houses,  but  for  a  combination  of  banks  in  a  district  to  have  local  clear- 
ing houses  with  the  power  of  note  issue.  Then  the  local  clearing 
houses  can  unite  in  a  national  clearing  house^  and  that  also  has  the 
power  of  note  issue. 

Mr.  Faibohild.  That  was  novel  to  me. 

Mr.  Hill.  Do  you  not  think  it  would  be  getting  rather  top-heavy  f 

Mr.  Faibohild.  I  may  say  that  the  course  the  commission  pursued 
was  to  adhere  as  nearly  as  possible  to  existing  conditions,  only  enlarging 
niKm  them.  They  did  not  propose  anything  particularly  novel  or  dif- 
ferent from  what  now  exists,  so  that  the  system  would  be  quite  dearly 
understood  by  those  going  into  it. 
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JLIABILITT  OF  STOCKHOLDERS. 

Mr.  Spaldino.  You  know  the  provision  for  the  liability  of  the 
stockholder  is  a  little  dififerent  in  this  bill  from  the  provisions  in  the 
others  f 

Mr.  Hill.  I  meant  to  have  asked  about  that 

Mr.  Spalding.  Under  the  present  law  it  is  ratable  one  with  the 
other,  and  under  this  it  is  a  total  liability. 

Mr.  Fairghild.  In  the  commission  we  have  several  gentlemen  who 
are  stockholders  in  banks,  and  we  asked  them  what  their  liability  was. 
They  said  their  liability  was  up  to  the  amount  of  their  stock,  and  they 
were  very  much  surprised  that  the  liability  was  not  so  great  as  that 
We  thought  that  was  what  everyone  contemplated  when  he  took  his 
stock.  Today,  suppose  a  bank  fails  and  has  $100,000  of  capital. 
Here  is  a  man  who  has  $50,000  of  that  capital.  Suppose  they  are  short 
$25,000.  They  assess  $25,000  on  $100,000.  Suppose  that  their  $50,000 
stockholders  are  solvent.  This  man  does  not  have  to  pay  $50,000,  but 
pays  in  proportion. 

Mr.  Johnson.  Your  bill  makes  him  liable  so  long  as  the  excess  can 
not  equal  double  the  value  of  his  stock  f 

Mr.  Fairghild.  It  can  just  equal  it.  But  if  the  other  stockholders 
fail  to  make  good  theirs,  it  can  come  back  on  the  solvent  stockholders 
until  their  double  liability  is  exhausted.  Another  consideration.  Very 
often  they  will  say  to  people:  "Mr.  Vanderbilt  or  Mr.  Astor  is  a  stock- 
holder in  this  bank,  and  it  must  be  good."  That  is  entirely  mislead 
ing,  and  we  felt  it  would  make  stockholders  and  banks  more  careful 
who  their  partners  were. 

Mr.  Hill.  You  strike  out  the  words  "equal  and  ratablef " 

Mr.  Fairghild.  We  thought  that  was  not  unfair,  but  that  it  woald 
make  more  careftil  management  on  the  part  of  banks — that  is,  the 
larger  stockholders  would  look  to  see  that  the  other  banks  were  wisely 
managed,  and  that  it  would  be  quite  an  addition,  not  only  a  big  safe- 
guard, but  a  small  safeguard,  which  would  induce  a  more  careful  study 
of  bank  methods. 

Mr.  Walker.  Do  I  understand  that  your  double  liability  differs  from 
the  double  liability  under  the  present  lawf 

Mr.  Fairghild.  Yes. 

Mr.  Johnson.  One  man  does  not  get  the  benefit  of  the  insolvency  ot 
the  other  manf 

Mr.  Walker.  What  is  the  difference! 

Mr.  Fairghild.  To-day  a  stockholder  is  liable  ratably  and  equably 
with  the  other  stockholders  up  to  the  total  amount  of  the  stock.  Under 
ours  you  have  your  recourse  against  a  stockholder  until  he  has  paid  his 
total  liability,  if  he  is  good  and  all  other  stockholders  in  the  bank  are 
bankrupt.    He  does  not  escape  his  assessment  up  to  his  total  amount. 

Mr.  Gapron.  Suppose  a  case:  A  bank  has  a  capital  of  $100,000,  and 
say  that  I  had  $40,000  of  the  stock  and  the  bank  became  insolvent. 
Would  process  lie  against  me,  and  I  look  to  those  other  of  the  stock- 
holders who  were  not 

Mr.  Fairghild.  It  is  the  duty  of  the  Government  officers  to  exhaust 
their  remedies  against  their  stockholders.  When  it  fails  against  some 
of  them  you  would  continue  to  be  liable  until  your  $40,000  was  exhausted. 

Mr.  Gapron.  I  thought  process  would  lie  against  anyone,  as  I  read 
the  bill. 

Mr.  Fairghild.  That  is  not  the  intention. 

Mr.  Hill.  Does  it  not  read  that  way  f    I  thought  it  read  that  way. 

Mr.  Fairghild.  That  is  not  our  intention.    The  intention  is  that  he 
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shall  proceed  as  now^  and  failing  in  that  he  9hall  get  the  deficiency 
through  this  method. 

Mr.  Hill.  I  looked  that  over  and  I  wondered  what  woald  be  my 
liability  in  sach  a  case,  and  it  seemed  to  me  that  process  would  lie 
against  me  personally  if  they  chose  to  bring  it,  and  I  would  have  to 
look  to  the  other  stockholders  to  recoup  myself. 

Mr.  Fairohild.  That  is  not  our  intention. 

Mr.  Hill.  It  reads  so. 

Mr.  Fairchild.  We  meant  that  even  if  a  man  did  pay,  and  he 
should  know  some  way  that  the  Government  did  not  know  by  which 
he  coald  get  his  m'oney  out  of  his  fellow-stockholders,  he  could  have 
recourse  to  them  himself  afterwards; 

Mr.  SPAXDiNGh.  This  total  liability  that  we  speak  of  is  the  loss  of 
stock  he  owns,  and  as  much  moref 

Mr.  Fatrchild.  Yes,  sir. 

Mr.  Bbosius.  The  par  value.  A  man  may  pay  100  on  the  stock,  but 
does  not  double  that. 

Mr.  HIL.L.  He  does  in  Mr.  Walker's  bill.  His  liability  extends  to 
accumulated  profits  as  well  as  stock  f 

POWEBS  arVEN  BANKS. 

Mr.  SPAL.DiNa.  You  refer  a  great  deal  in  the  commission  bill  to  sec- 
tions of  the  national-bank  law  and  the  power  of  the  bank  given  by  the 
United  States  when  the  charter  is  granted,  and  that  grant  is  very 
similar  in  your  bill  to  what  it  is  in  the  national-bank  act. 

Mr.  Fairohild.  Just  the  same,  I  think. 

Mr.  Spalding.  That  was  my  impression.  In  that,  would  they  have 
the  power  to  purchase  cash  paper  f  The  decision  of  the  courts  is  the 
other  way. 

Mr.  Faibohild.  That  was  a  surprise  to  me. 

Mr.  Spalding.  I  had  occasion  to  go  into  that.  I  supposed  they 
would  have  that  x>ower ;  but  if  not,  whj  would  it  not  be  a  good  idea  to 
give  them  that  power  f 

Mr.  Hill.  I  should  think  it  would. 

Mr.  Faibohild.  Perhaps  it  would. 

Mr.  FowLEB.  The  last  question  asked  by  Mr.  Hill  was  about  branch 
banks,  and  it  is  altogether  probable  that  if  such  a  statute  were  enacted 
there  would  be  an  evolution  along  that  line,  is  it  not? 

Mr.  Faibohild.  Well,  I  can  not  say  whether  there  would  be  or  not. 

Mr.  FowLEB.  That  involves  the  question  whether  the  commerce  of 
this  country  and  t^e  currency  and  finances  of  this  country  shall  be 
controlled  at  a  given  time  by  possibly  two  politicians  or  men  of  experi- 
ence. Do  you  think  that  it  is  wise  to  turn  over  to  a  man  who  has  never 
had  a  business  experience — ^possibly  nothing  more  than  that  of  a  public 
man  and  lawyer — the  power  of  the  Secretary  of  the  Treasury,  and  to 
another  man,  who  may  have  had  no  business  experience  whatever,  the 
power  of  the  Comptroller  in  deciding  questions  of  bank  administration, 
where  the  deposits  may  amount  to  millions  of  dollars,  and  the  estab- 
lishing of  a  branch,  involving  the  matter  of  the  increased  capital  of  the 
parent  bank  should  put  out  when  the  branch  was  established?  Do  you 
think  that  kind  of  administration  would  be  wiseT 

Mr.  Faibohild.  Oh,  I  do  not  know.  That  is  assuming  so  many 
things. 

Mr.  FowLEB.  It  has  an  absolute  fact  as  a  basis.  I  am  referring  to 
what  actaally  happened. 

Mr.  Johnson.  What  bill  have  you  in  mindt 
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Mr.  Fowler.  I  have  a  fact  in  mind :  Sappose  a  President  is  elected 
and  we  have  10,000  banks  in  this  country  and  they  cover  (10,000,000,000 
of  assets,  approximately.  Would  it  be  wise,  in  yoar  jadgmeut,  to  tarn 
over  10,000  banks  and  (10,000,000,000  of  assets  to  a  Secretary  of  the 
Treasury  and  a  Gomptroller  of  the  Currency,  who,  neither  of  them,  had 
ever  had  any  business  experience  as  bankers,  or  ever  made  it  a  special 
study.    Is  that  wise?    Would  that  be  wiseT 

Mr.  Fairohild.  Oh,  well,  Mr.  Fowler,  that  goes  into  our  whole  gov- 
emmental  practice. 

Mr.  Fowler.  Would  that  be  wise,  as  a  business  proposition? 

Mr.  Fairohild.  Of  course  it  is  not  wise  to  give*  anybody  who  does 
not  know  how  to  do  a  thing  the  transacting  of  it. 

Mr.  Fowler.  Of  course  not.  Is  it  a  wise  and  prudent  thing  to  do 
to  put  in  as  Secretary  of  the  Treasury  and  Gomptroller  of  the  Onrrency 
men  who  have  never  had  any  business  experience  in  their  lives  to  have 
charge  of  all  this  business  of  the  country? 

Mr.  Fairohild.  It  depends  very  much  on  the  men  they  put  in.  I 
should  not  like  to  say  anything  about  that  When  I  went  into  the 
Treasury  Department  I  had  never  had  any  experience  in  banking  or 
finance  whatever. 

Mr.  Fowler.  But  you  had  considerable  business  of  your  own  to 
attend  to? 

Mr.  Fairohild.  But  never  any  experience  in  these  directions  at  all. 
I  may  say  that  I  do  not  think  there  is  any  sealed  book  about  any  of 
these  things,  and  I  would  just  as  soon  trust  a  man  of  good  judgment 
and  ability  and  character  in  administering  the  Treasury  Department 
as  I  would  a  man  who  was  simply  versed  in  the  technicalities  of  bank- 
ing, and  had  had  no  experience  bat  that. 

{Thereupon,  at  4  o'clock  p.  m.,  the  committee  adjoamed  until  the 
Lowing  morning,  January  20,  at  10.30  o'clock  a.  m.] 


OOMMITTBE  ON  BANKINO  AND  CURRENOT, 

Washington^  D.  C,  January  20^  1898. 

SEVENTH  DAY. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Joseph  H.  Walker  in 
the  chair. 

Present:  Messrs.  Walker,  Brosius,  Johnson,  Van  Yoorhis,  McOleary, 
Fowler,  Spalding,  HiU,  Prince,  Mitchell,  Gapron,  Gox,  Bewlands,  and 
Maddox. 

Mr.  Gharles  S.  Fairohild  appeared  before  the  committee  for  further 
examination. 

STATEMEHT  OF  HOH.  OHABLES  &  FAIBOHILD,  OF  HEW  TOBK,  A 
KEMBEB  or  THE  MOHETAET  C0MHI8SI0V  AED  EX-8ECBBTABT 
OF  THE  TBEASVBT— Continued. 

The  Ohaibman.  Mr.  Brosius  is  entitled  to  the  floor. 

MAINTAINING  THE  PABITT. 

Mr.  Bbosius.  Mr.  Fairohild,  does  your  commission  bill  proceed  upon 
the  assumption  that  it  is  the  duty  of  the  Government  to  guard  all  cur- 
rency issued  by  its  authority  against  loss  or  depreciation  in  the  hands 
""  the  people  T 
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Mr.  Fairchild.  No. 

Mr.  Brosius.  It  does  not?  Do  yon  think  that  is  the  duly  of  the 
Government  T 

Mr.  FAiROHiiiD.  I  do  not. 

Mr.  Brosius.  Would  it  be  sound  policy  for  the  Government  to  do  sot 

Mr.  Fairohild.  I  think  not. 

Mr.  Brosius.  Whose  duty  is  it  to  keep  the  money  sound  f 

Mr.  Faischild.  It  is  tiie  duty  of  the  peoi^  who  issue  it,  whose  debt 
it  is. 

Mr.  Brosius.  When  the  Government  authorizes  the  issue  of  any  kind 
of  money  by  any  other  power,  ought  it  not  to  require  that  power  to  keep 
that  money  sound  T 

Mr.  Fairchili).  Yes,  it  should. 

Mr.  Brosius.  Do  yon  think  it  is  the  duty  of  a  government  which 
provides  for  several  kinds  of  money  to  maintain  it  all  at  a  parity  f 

Mr.  Fairchild.  I  think  it  is  its  duty  to  keep  at  a  parity  all  the  money 
which  it  issues  itself.  It  is  its  duty,  for  the  bank  notes,  to  provide  a 
system  which  will  keep  the  bank  notes  at  a  parity,  and  then  enforce 
whatever  laws  are  involved  in  the  system  to  that  end.  That  is  dis- 
tinguished from  the  government  itself  assuming  the  duties — the  pro- 
viding of  the  system  and  enforcement  of  the  laws  thereunder,  and  not 
itself  guaranteeing. 

Mr.  Brosius.  Do  you  think  all  our  money  could  be  kept  at  a  parity 
by  simply  receiving  it  for  all  dues  to  the  Government  without  moref 

Mr.  Fairchild.  I  do  not 

Mr.  Brosius.  Do  you  think  it  would  require  money  to  be  interchanged 
at  all  times  in  order  to  maintain  the  parity? 

Mr.  Fairchild.  Yes;  to  be  interchanged  at  all  times.  I  think  that 
I  ought  to  explain  a  little,  because,  although  our  silver  is  not  inter- 
changeable with  gold  by  law,  it  is  by  practice,  the  Government  always 
having  large  funds  in  its  Treasury,  Those  funds  in  the  Treasury  have 
served  the  purpose,  from  time  to  time,  of  retaining  the  silver  money 
which  the  community  for  the  time  being  did  not  wish  to  use,  and  there- 
fore the  Government  has  always  been  in  the  position  to  do  two  things. 
Firsl^  they  give  the  public  creditor  the  choice  of  the  kind  of  money 
that  he  would  receive  from  the  Government  in  the  payments  to  him. 
Kext,  it  has  always  been  in  a  position  to  give  the  public  debtor  the 
choice  of  the  kind  of  money  that  he  would  pay  to  the  Government. 
The  result  of  those  two  things  has  been  that  the  Government  for  the 
time  being  has  held  the  money  that  for  any  reason  was  not  desired  in 
the  currents  of  business.  That  was  notably  the  case  in  1885  and  for  a 
few  years  after,  when  the  country  would  not  use  the  silver  dollars  to 
the  lull  extent.  The  result  was  that  some  (94,000,000  of  them  accumu- 
lated in  the  Treasury,  and  the  Treasury  having  a  large  surplus  at  that 
time  was  thus  enabled  to  hold  in  that  reservoir,  as  it  were,  the  silver 
that  the  country  would  not  absorb  in  its  business,  and  it  held  it  there 
until  the  condition  of  things  came  whereunder  the  country  was  ready 
to  absorb  it.  Had  the  Treasury  not  been  able  to  do  that  at  that  time, 
we  would  have  seen  a  discount  upon  the  silver  dollar. 

Mr.  Brosius.  Was  gold  exchanged  for  silver  from  1885  to  1889  T 

Mr.  Fairchild.  No,  sir. 

Mr.  Brosius.  Well,  then,  how  long  has  it  been  the  policy  and  prac- 
tice of  the  Government  to  exchange  gold  for  silver  on  the  demand  of 
the  holder! 

Mr.  Fairohild.  I  do  not  think  that  it  has  been  the  practice. 

Mr.  Brosius.  I  thought  you  said  it  was  the  practice— that  parity 
could  only  be  maintained  by  interchange. 
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Mr.  Faibohild.  Yes;  by  doing  it  either  actually  or  practically; 
either  by  thepbysicalintercliaiige  or  the  indirect  interchange  through  the 
oi>eration8  of  the  Qovernment's  receipts  and  payments,  as  I  have  tried 
to  explain. 

Mr.  Bbosius.  Then  it  has  not  been  the  practice  of  the  Government 
to  make  a  direct  exchange? 

Mr.  Faibohild.  I  do  not  understand  that  it  has. 

Mr.  Bbosius.  Do  you  think  that  the  parity  of  all  our  money  under 
all  circumstances  could  be  maintained  without  the  direct  interchange 
of  gold  for  silver,  in  case  the  holder  of  the  silver  demands  it,  and  does 
not  your  commission  bill  proceed  upon  the  assumption  that  gold  will 
be  given  for  silver  when  demanded? 

Mr.  Faibohild.  We  provide  in  our  bill  that  it  shall  be  so  given. 

Mr.  Bbosius.  That  is  direct  interchange,  is  it  not? 

Mr.  Faibohild.  That  will  be  direct  interchange;  yes,  sir. 

Mr.  Bbosius.  Can  the  parity  of  silver  and  gold  be  maintained  under 
all  circumstances  without  that  direct  interchange? 

Mr.  Faibohild.  I  should  say  not  so  surely,  under  all  circumstances. 

Mr.  Bbosius.  And  therefore  you  have  providea  for  that  in  your  hillt 

Mr.  Faibohild.  Yes. 

Mr.  Bbosius.  Mr.  Secretary  Carlisle  said  that  the  parity  of  oof 
moneys  was  maintained  by  the  receipt  of  it  for  all  dues  to  the  Govern- 
ment, and  that  it  was  not  the  practice  of  the  Government  to  exchange 
gold  either  for  silver  or  silver  certificates,  and  it  has  never  done  so. 

Mr.  Faibohild.  I  think  that  is  very  true,  and  I  think  that  the  way 
the  parity  has  been  maintained  has  not  been  alone  by  the  receipts  of 
the  dues.  I  think  he  stopped  short  in  that.  It  was  also  by  not  forcing 
the  public  creditor  to  take  it  if  he  did  not  want  it.  You  must  have 
the  ability  of  the  Government  to  do  that,  and  that  ability  requires  a 
reservoir  of  funds  in  the  Treasury  which  can  act  in  the  way  that  I  have 
described. 

BAmSUXa  PAOILITIES  PBOVIDED  IN  THE  OOHMISSION  BILL. 

Mr.  Bbosius.  Is  it  the  purpose  of  the  commission's  bill  to  furnish 
credit  facilities  to  every  portion  of  the  country  and  a  safe  and  elastic 
currency  as  well,  so  as  to  secure  such  a  distribution  of  loanable  capital 
as  will  tend  to  equalize  rates  of  interest  in  all  parts  of  the  country  t 

Mr.  Faibohild.  Yes,  sir;  that  is  the  purpose. 

Mr.  Bbosius.  Do  you  think  legislation  is  equal  to  that  task? 

Mr.  Faibohild.  I  do  not  think  legislation  is  equal  to  that  task,  bnt 
I  do  think  that  legislation  can,  by  interfering  with  natural  processes, 
greatly  impede  it.  It  can  not  effect  it,  but  it  can  prevent  it  as  it  does 
now,  in  my  judgment,  under  present  laws. 

Mr.  Bbosius.  Does  not  a  successful  banking  system  depend  upon 
conditions  over  which  law,  in  a  general  way,  has  no  control? 

Mr.  Faibohild.  Yes. 

Mr.  Bbosius.  Is  not  the  banking  business  like  any  other  business  in 
which  service  is  rendered  to  the  public,  in  this  respect,  that  it  can  be 
carried  on  successfully  only  when  there  is  enough  of  it  required  by  the 
public  to  sustain  the  business? 

Mr.  Faibohild.  That  is  true. 

Mr.  Bbosius.  Then  it  follows  that  if  there  is  not  enough  demand 
for  bank  accommodations  to  justify  the  investment  of  capital  in  the 
banking  business,  banks  will  be  few? 

Mr.  Faibohild.  Yes,  sir. 
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Mr.  BBOSrus.  In  other  words,  where  there  is  a  dearth  of  capital  in 
a  community  there  is  likely  to  be  a  dearth  of  money  and  banking  ^sicil- 
ities,  and  the  interest  will  range  higher. 

Mr.  Faibohild.  Yes;  bat  I  should  say  that  yon  wonld  have  to 
assume  also  that  there  is  a  business.  A  region  in  which  there  is  no 
capital  might  have  no  business. 

Mr.  Bbosius.  Then  there  wonld  be  no  banks. 

Mr.  Faibohild.  No  banks,  but  there  would  be  no  rate  of  interest. 

Mr.  Bbosius.  If  there  was  no  money  loaned  there  would  be  no 
interest. 

Mr.  Faibohild.  No. 

Mr.  Bbosius.  I  am  not  assuming  such  a  condition  of  facts,  and  your 
answer  fully  covered  the  question.  There  must  be  some  banking  facili- 
ties, there  must  be  some  money  loaned  in  order  to  have  interest  at  all. 
Now,  then,  is  it  possible  to  provide  a  uniform  system  of  banking  that 
will  meet  equally  well  the  needs  of  all  sections  of  the  Union  or  of  sec- 
tions of  the  Union  which  show  a  marked  disparity  in  the  conditions 
which  underlie  and  precede  successful  banking? 

Mr.  Faibohild.  I  think  that  it  is  possible  to  provide  a  banking 
system  that  will  meet  the  needs  of  every  part  of  the  country,  whatever 
they  may  be. 

Mr.  Bbosius.  Equally  well! 

Mr.  Faibohild.  Equally  well. 

Mr.  Bbosius.  Then  I  will  follow  that  up  with  a  question  somewhat 
extended,  but  necessary.  In  your  mind,  Mr.  Fairchild,  please  divide 
this  country  into  two  sections,  with  conditions  indicated  by  the  dis- 
parity of  resources,  as  the  figures  that  I  am  about  to  read  will  show. 

In  one  section  there  is  36  per  cent  of  the  total  population,  in  the 
other  section  64  per  cent.  In  the  former  section — I  will  say  former 
section  because  the  first  figures  named  relate  to  a  section  in  which  dis- 
parity exists,  and  so  you  will  understand  it.  In  the  former  section  we 
will  say  that  the  total  expenditures  for  school  purposes  are  22  per  cent 
and  in  the  latter  section  78  per  cent.  In  the  former  section  the  per- 
sonal property  is  32  i)er  cent  of  the  total  and  in  the  latter  section  is  68  per 
cent  of  the  total.  The  real  property  in  the  former  section  is  24  per 
cent  of  the  total  and  in  the  latter  section  76  per  cent  of  the  total. 
The  value  of  farm  lands  in  the  former  section  is  29  per  cent  of  the 
total  and  in  the  latter  71  per  cent  of  the  total.  Of  farm  products 
the  former  has  40  per  cent  and  the  latter  has  60  per  cent.  Of  manu- 
factured products  the  former  section  has  13  per  cent  and  the  latter  87 
per  cent  of  the  total.  The  wages  paid  in  manufactures  in  the  former 
section  are  12  per  cent  of  the  total  and  in  the  latter  88  per  cent  of  the 
total.  Of  the  savings-banks  deposits  the  former  has  2  per  cent  and 
the  latter  98  per  cent  of  the  total.  Of  national  banks  the  former-has 
25  per  cent  and  the  latter  75  per  cent  of  the  total.  Of  capital  stock 
the  former  has  17  per  cent  and  the  latter  83  per  cent  of  the  total.  Of 
bonds  deposited  for  circulation  the  former  has  11  and  the  latter  89  per 
cent  of  the  total.  Of  the  bank-note  circulation  the  former  section  has  12 
per  cent  and  the  latter  88  per  cent  of  the  total.  Of  individual  depos- 
its the  former  has  15  per  cent  and  the  latter  85  per  cent  of  the  total. 
Of  loans  and  discounts  the  former  has  9  per  cent  and  the  latter  91  per 
cent  of  the  tot^  Of  stocks  and  securities  held  by  the  banks  the 
former  has  13  per  cent  and  the  latter  87  per  cent  of  the  total. 

Will  your  bill  equalize  banking  facilities  and  loanable  funds  and  inter- 
est rates  in  those  two  sections  of  the  country? 

Mr.  Faibohild.  It  will  not  equalize  them^  but  it  will  tend  to  equalize 
thenu 


238  CHANGES  IN  THB   CURRENCY   SYSTEM. 

Mr.  Bbositjs.  It  will  tend  to  equalize  them.  In  other  words,  one 
bankinfi:  system  may  be  better  than  another,  and  the  better  the  banking 
system  the  more  it  will  tend  to  the  equalization  to  which  yon  refert 

Mr.  Fairghild.  Yes,  sir. 

Mr.  Walker.  What  do  yon  mean  by  better? 

Mr.  Brosius.  There  are  good,  better,  and  best  banking  systems. 
There  are  some  banking  systems  better  than  others,  and  they  are  good 
in  proportion  as  they  accomplish  the  purpose  suggested — ^namely,  as  they 
tend  to  the  equalization  of  the  facilities  we  have  mentioned.  Is  not 
that  your  thought f 

Mr.  Faihghild.  That  is  correct. 

Mr.  Mitchell.  Mr.  Brosius,  will  you  be  kind  enough  to  ask  Mr. 
Fairchild  this  question :  Whether  he  can  devise  any  better  plan  of  tend- 
ing to  equalize  them? 

Mr.  Brosius.  I  suppose  that  naturally  they  put  forward  in  their  bill 
the  best  system  they  could  propose. 

COSTLESS  CURRENCY. 

Can  ansrthing  short  of  a  costless  currency  meet  the  needs  of  the  seo- 
tion  of  our  Union  which  suffers  the  disparity  of  resources  of  all  kind 
which  has  been  described  in  the  former  question  t 

Mr.  Fairohild.  There  is  no  such  thing  as  a  costless  currracy,  and 
there  can  not  be. 

Mr.  Brosius.  Practically  costless? 

The  Chairman.  What  do  you  mean  by  costless? 

Mr.  Brosius.  A  currency  that  costs  nothing  to  get. 

Mr.  Cox.  If  it  does  not  cost  anything  it  is  not  worth  anything. 

Mr.  Brosius.  What  does  currency  cost  if  it  is  issued  against  the 
assets  of  a  bank? 

Mr.  Fairchild.  It  costs  the  man  the  interest  that  he  pays  for  it 

Mr.  Brosius.  It  does  not  cost  the  bank  anything.  I  am  speaking 
of  the  banks;  I  am  not  speaking  of  the  patrons  of  the  banks.  I  am 
putting  it  in  apposition  to  a  bond-secured  currency. 

Mr.  Fairchild.  Yes.  A  bank  currency  costs  a  bank  its  capital;  all 
the  things  that  go  to  secure  it,  all  the  expenses  that  are  involved  in  cre- 
ating it,  in  printing  it,  and  all  of  the  means  that  are  taken  to  provide 
for  a  certain  redemption.  All  that  is  a  source  of  expense  to  the  issuing 
banks.  And  then  the  difference  between  that  and  the  wages,  the  hire 
it  gets  for  its  use,  is  the  proiit  it  makes. 

Mr.  Brosius.  Mr.  Fairchild,  in  comparison  with  a  secured  currency^ 
a  currency  issued  by  a  bank  against  its  assets  is  practically  costless,  is 
it  not? 

Mr.  Fairchild.  Not  at  all. 

Mr.  Brosius.  Then  financiers  and  writers  who  use  that  word  ^<  cost- 
less" currency  to  express  currency  issued  without  involving  the  capital 
and  without  costing  anything  excepting  incidental  expenses  which,  of 
course,  are  always  a  libability  against  even  that  kind  of  an  issue,  have 
misused  the  word? 

Mr«  Fairchild.  I  think  so. 

Mr.  Brosius.  Well,  in  the  sense  that  it  is  a  currency  issued  against 
assets  merely  and  not  against  capital,  that  currency  is  comparatively 
inexpensive,  as  compared  with  currency  issued  against  capital  or  against 
security? 

Mr.  Fairchild.  All  currency  under  our  present  system  is  of  course 
issued  against  the  assets  of  the  bank.    The  difference  is  merely  that  a 
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selected  x)ortion  of  those  assets  are  put  with  a  trustee  who  holds  them 
as  a  speci^c  trust  against  the  notes.    To  my  mind  that  is  the  distinction. 

Mr.  Brosius.  That  is  all  right,  but  that  distinction  is  not  important 
to  my  inquiry. 

Mr.  Fairohild.  Oiven  the  same  amount  of  money  and  the  same 
amount  of  capital,  the  difference  is  where  that  capitiEil  will  be  used. 
In  the  one  case  you  buy  bonds  with  the  capital  and  place  those  bonds 
with  a  trustee  against  the  notes.  In  the  other  case  you  buy  the  notes 
and  obligations  of  the  people  who  are  in  the  neighborhood  of  the  bank 
witli  capital  and  you  issue  the  notes  against  those  resources,  those 
obligations,  and  also  against  the  obligations  which  are  obtained  from 
the  loaning  of  those  notes  themselves.  The  same  investment  of  cap- 
ital takes  place  in  either  event,  but  it  is  invested  in  a  different  way  and 
handled  in  a  different  way.  So  it  does  not  seem  to  me  that  the  word 
'^costless'^  describes  the  situation.  It  seems  to  me  that  there  is  cost 
in  either  event;  neither  is  without  cost. 

Mr.  Bbosius.  Take  two  cases,  one  m  which  a  bank  is  permitted  to 
use  its  capital  only  in  circulation,  either  by  lending  its  capital  or  by 
investing  it  in  bonds  and  obtaining  from  the  Government  a  currency 
secured  on  the  bonds,  limited  to  the  amount  of  the  capital  stock,  and 
a  case  in  which  a  bank  is  permitted  to  invest  its  whole  capital  in  any  kind 
of  securities  that  are  remunerative  and  take  out  an  equal  amount  of 
currency  against  its  assets.  Is  not  the  latter  kind  much  less  expensive 
to  that  bank  than  the  former? 

Mr.  Fairchild.  The  same  amount  of  money  is  taken  in  either  case. 
The  same  amount  of  capital  is  invested  in  either  case;  but  in  one  case 
it  pays  the  bank  better  to  issue  notes  than  in  the  other,  because  it  can 
get  a  larger  return  for  so  doing.  I  think  that  is  the  difference.  The 
same  amount  of  money  is  involved  originally. 

Mr.  Bbositjs.  But  it  has  twice  as  much  currency  to  invest  in  its 
business. 

Mr.  Fairohild.  The  underlying  notion  in  this  bill,  in  Mr.  Walker's 
bill,  and  in  Mr.  Fowler's  bill,  I  take  it,  is  to  accomplish  exactly  that 
result — ^to  enable  the  banks  to  use  a  larger  amount  of  funds  in  the  kind 
of  business  that  a  bank  is  organized  to  do. 

Mr.  BBOSIX78.  Then  you  agree  with  me  that  your  currency  issued 
against  the  assets  of  a  bank  is  cheaper  than  currency  issued  against  the 
capital  of  a  bankt 

Mr.  Fairohild.  I  would  not  like  to  use  the  word  cheaper,  because 
that  gives  a  sort  of  prejudice  to  it.    I  do  not  think  that  is  fair. 

Mr.  Bbosius.  I  do  not  mean  cheap  in  the  sense  of  nasty;  I  mean 
cheap  in  the  sense  of  inexpensive.  I  will  try  to  make  my  meaning  a 
little  plainer.  If  you  issue  currency  against  your  capital,  every  dollar 
of  currency  costs  you  91,  does  it  nott 

Mr.  Fairohild.  Yes. 

Mr.  Bbosius.  If  you  issue  currency  against  your  assets,  what  does 
a  dollar  of  your  currency  cost  youT 

Mr.  Fairohild.  It  costs  me  one  dollar. 

Mr.  Brosius.  How  sot  It  does  not  cost  you  anything  except  the 
incidental  expense  of  running  your  business,  because  you  have  your 
dollar  of  capital  independent  of  the  dollar  against  your  assets.  You 
can  invest  that,  and  you  still  have  your  dollar;  but  the  dollar  of  your 
capital  costs  you  one  dollar  every  time.  Every  dollar  of  currency  issued 
afi^inst  the  assets  of  the  bank  costs  nothing  more  than  getting  out  the 
notes. 

Mr.  Fairohild.  When  I  buy  the  notes  of  my  neighbor  I  pay  for 
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them,  and  if  I  issue  notes  against  them,  those  notes  have  cost  me  what 
I  paid.  If  I  buy  bonds  of  the  Government  instead  of  the  notes  of  my 
neighbor,  my  notes  have  cost  me  what  I  paid  for  the  Govemmeut  bonds. 
In  either  case  they  have  cost  me  what  I  have  paid  for  the  assets  ou  which 
I  issued  them.  In  the  one  case  the  assets  return  me  more  than  they  do 
in  the  other  case,  but  in  either  case  they  have  cost  me  originally  the 
same  sum  of  money.  I  am  speaking  roughly  in  regard  to  the  cost;  of 
course,  in  practice  it  would  be  necessary  to  pay  a  premium  for  bonds. 

Mr.  Bbosius.  We  are  not  counting  that. 

Mr.  Faibohild.  No;  we  are  not  taking  that  into  consideration.  But 
I  can  say  that  in  either  case  they  cost  as  much  in  original  outlay,  be- 
cause the  distinction  is  that  if  you  -have  invested  your  capital  in  one 
kind  of  security  instead  of  another  at  the  outset,  and  that  security  is  the 
assets,  it  enables  you  to  go  on  to  the  next  step 

Mr.  Bbosius.  Then,  Mr.  Fairchild,  the  idea  of  the  twenty-five  or 
more  financiers  who  have  been  before  this  committee  from  time  to  time 
for  the  past  six  or  eight  years,  who  have  testified  in  favor  of  issuing 
currency  against  the  assets  on  the  ground  that  they  were  less  expensive, 
and  therefore  enabled  the  bank  to  hold  them  idle  awaiting  the  call  of 
some  need,  is  fallacious,  is  itf 

Mr.  Faibohild.  I  think  it  is  fallacious  in  the  way  you  put  it 

Mr.  Bbosius.  We  will  let  it  stand  that  way. 

USE  OF  SILVEB  UNDEB  THE  OOMHISSION  BILL. 

I  believe  the  commission  bill  regards  the  silver  dollar  as  a  demand 
obligation  of  the  Government. 

Mr.  Faibohild.  It  does. 

Mr.  Bbosius.  In  the  same  sense  as  the  greenback  or  paper  obligar 
tions  are  demand  obligations  of  the  Government t 

Mr.  Faibohild.  Practically  the  same. 

Mr.  Bbosius.  Is  there  any  difference  in  principle  between  issuing 
paper  obligations,  which  coat  a  trifle,  and  silver  dollars  at  a  greater 
cost,  both  being  demand  obligations  redeemable  in  gold? 

Mr.  Faibohild.  No;  I  can  not  say  that  there  is  any  difference  in 
principle. 

Mr.  Bbosius.  That  being  so,  is  it  not  a  corollary  that  there  would  be 
economy  upon  the  assumption  that  there  were  too  many  demand  obli- 
gations out  to  sell  the  silver  and  to  use  the  paper,  a  less  expensive 
obligation,  for  the  purpose  of  money  instead  of  the  silver? 

Mr.  Faibohild.  I  do  not  think  there  would  be  any  economy  in  it 
I  think  that  if  you  could  do  it  there  would  be;  but  when  you  began  to 
take  up  your  silver  and  issue  paper  demand  obligations  of  the  Govern- 
ment against  it,  whatever  the  difference  in  principle  might  be,  the  effect 
upon  the  public  mind  would  be  such  that  your  paper  obligations  would 
cause  you  a  great  deal  of  trouble. 

Mr.  Bbosius.  You  think  there  would  be  depreciation? 

Mr.  Faibohild.  I  think  there  would  be  a  great  demand  for  their 
redemption  on  the  part  of  the  Government,  and  that  would  depend  on 
the  activity  of  the  Government  in  retaining  them.  I  think  the  Govern- 
ment would  have  to  sell  a  large  number  of  bonds  in  order  to  do  it-.  I 
think  that  would  be  the  psychological  effect  of  it. 

Mr.  Bbosius.  If  that  silver  was  sold  for  gold  and  gold  placed  in  the 
reserve,  would  not  that  allay  the  trouble? 

Mr.  Faibohild.  That  would  help,  but  as  soon  as  you  attempted  to 
sell  the  (500,000,000  that  was  in  our  silver  dollars  I  think  you  would 
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have  such  a  depreciation  of  the  silver  market  that  you  would  fin4  it  a 
very  serious  and  important  item. 

Mr.  Brosius.  But  does  not  your  bill  provide  for  the  sale  of  silver 
bullion  T 

Mr.  Fairchild.  We  give  the  Secretary  of  the  Treasury  the  author- 
ity to  sell  that  silver  bullion  at  his  discretion  and  use  that  gold  as  a 
part  of  his  reserve.  We  do  that  because  it  is  a  comparatively  small 
amount,  and  we  assume  that  he  is  only  going  to  do  it  in  small  quanti- 
ties, when  the  opx>ortunity  should  ofi'er,  and  that  it  is  lying  there  per- 
forming no  function  whatever  that  is  particularly  valuable  at  the  pres- 
ent time.  Therefore,  we  thought  it  wise  to  give  him  the  discretion  to 
dispose  of  that  silver  bullion,  expecting  that  he  would  not  use  that  dis- 
cretion except  prudently  and  when  a  favorable  opportunity  presented 
itself* 

Mr.  Brosius.  Why  not,  then,  give  him  the  discretion  to  dispose  of, 
we  will  say,  (200,000,000  of  silver— not  the  whole  (500,000,000,  but 
(200,000,000,  to  the  same  amount  that  is  proposed  by  some  to  dispose 
of  the  greenbacks.  You  say  (200,000,000.  Do  you  think  that  that 
discretion,  even  if  exercised  and  the  sale  effected  and  the  proceeds 
tamed  into  the  gold  reserve,  would  disturb  the  public  mind  and  cause 
the  paper  obligations  to  be  presented  for  redemption? 

Mr.  Fairchild.  If  you  were  going  to  pay  tor  that  with  paper  obli- 
gations I  think  it  would. 

Mr.  Brosius.  No  ;  sell  the  silver  for  gold. 

Mr.  Fairchild.  Sell  the  silver  for  gold?  Oh,  no,  I  do  not  think 
that  would  disturb  the  public  minds  here;  but  we  calculated  that  it 
was  not  necessary,  under  the  figures  that  I  have  given  you. 

Mr.  Brosius.  Would  we  not  in  that  case  make  just  (100,000,000  in 
gold!    That  is,  as  over  and  against  the  taking  up  of  (200,000,000  of 

freenbacks,  which  we  will  say  cost  practically  nothing,  and  taking  up 
200,000,000  of  silver  for  which  we  could  get  (100,000,000  in  gold  and 
yet  have  the  same  amount  of  money.  Then  we  could  have  the  same 
dollars  if  we  chose  to  and  have  the  same  kind  of  money — that  is, 
demand  obligations  against  the  Qovernment — and  save  (100,000,000. 
Would  not  that  be  economy? 

Mr.  Fairchild.  Probably  it  would. 

Mr.  Gox«  Please  explain  that  a  little. 

Mr.  Brosius.  I  will  try  to  make  it  as  plain  as  I  can.  The  proposal 
of  some  is  to  take  up  (200,000,000  in  the  greenbacks,  upon  the  assump- 
tion that  our  difficulties  have  arisen  from  the  faet  that  we  have  too 
many  demand  obligations  out.  The  demand  obligations  embrace  not 
only  the  greenbacks,  but  the  silver  coin  and  the  silver  certificates,  and 
by  reducing  that  amount  (200,000,000  we  place  ourselves  upon  a  ground 
of  safety.  The  (200,000,000  of  greenbacks  practically  cost  us  nothing, 
I  mean. 

Mr.  Fairchild.  I  understand  that. 

Mr.  Brosius.  Of  course  we  give  full  value  for  them,  but  we  can  not 
sell  them  for  anything ;  but  it  is  admitted  that  the  silver  dollar  is  equally 
a  demand  obligation  against  the  Government  and  liable  to  be  redeemed 
in  gold.  Now,  we  want  to  reduce  the  aggregate  of  our  demand  liabili- 
ties. Shall  we  reduce  them  by  disposing  of  (200,000,000  of  paper 
demand  obligations  or  (200,000,000  of  silver  demand  obligations,  they 
being  treated  exactly  alike?  If  we  dispose  of  (200,000,000  of  paper 
demand  obligations,  we  dispose  of  them  for  nothing — we  get  nothing 
for  them;  but  if  we  dispose  of  (200,000,000  of  silver  demand  obliga- 
tions, we  get  (100,000,000  in  gold  for  them. 

OUR ^16 
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Mr.  Oox.  I  catch  your  point  now. 

Mr.  Brosius.  And  we  put  that  in  the  Treasory  to  leinforoe  oar 
reserve. 

Mr.  Fairchild.  That  goes  on  the  idea  that  it  is  better  to  take  np 
silver-demand  notes  than  it  is  the  greenbacks. 

Mr.  Brosius.  Instead  of  the  paper  notes,  because  we  can  sell  the 
silver  notes  and  we  can  not  sell  the  paper  notes. 

Mr.  Johnson.  And  when  yon  take  np  the  silver  yon  take  np  that 
which  is  worth  50  per  cent  of  its  face,  while  the  greenback  is  intrinsic- 
ally worth  nothing  of  its  face. 

Mr.  Bbosius.  But  this  silver  is  of  no  use.  It  costs  us  as  much  as  it 
does  to  redeem  a  greenback  note. 

Mr.  Johnson.  But  you  have  50  per  cent  of  value  in  that  silver. 

Mr.  Brosius.  That  silver  is  of  no  use  in  the  matter  of  redemption. 

BOND-SECURED  CURRENCY. 

Mr.  Brosius.  Mr.  Fairchild,  do  bond-secured  notes  diminish  the  loan- 
able funds  of  the  banks  T 

Mr.  Fairchild.  They  do. 

Mr.  Brosius.  Is  it  not  a  fact  that  all  the  banks  invest  a  large  per 
cent  of  their  capital  in  permanent  investments  f 

Mr.  Fairchild.  I  think  not. 

Mr.  Brosius.  You  think  nott 

Mr.  Fairchild.  I  think  not. 

Mr.  Brosius.  Bo  you  not  know  that  one  third  of  the  total  capital  of 
the  national  banks  in  the  United  States  is  invested  in  permanent 
securities? 

Mr.  Fairchild.  That  may  be.  I  was  thinking  of  all  their  resonioes, 
their  deposits  and  all. 

Mr.  Brosius.  I  was  speaking  of  their  capital. 

Mr.  Fairchild.  Yes;  that  is  right. 

Mr.  Brosius.  Do  you  not  know  it  is  impossible  for  national  banks  to 
use  their  capital  in  loans  and  discounts  and  that  they  have  to  invest  it 
in  permanent  securities  so  as  to  draw  interest  and  earn  money  on  it 

Mr.  Fairchild.  They  do  whichever  they  think  is  most  profitable  at 
the  time. 

Mr.  Brosius.  Yes.  By  way  of  preliminary  to  the  question,  let  me 
state  that  on  May  14, 1897,  the  national  banks  had  invested  in  bonds 
to  secure  cbrculation  $229,500,000,  to  secure  deposits  (16,500,000,  on 
hand  simply  as  investments  in  bonds  (50,858,000,  and  invested  in 
stocks  and  securities  (203,422,077;  making  a  total  permanent  invest- 
ment in  bonds  and  stocks  of  all  kinds  of  (465,264,377,  with  a  total 
capital  stock  paid  in  of  (637,000,000;  so  more  than  two-thirds  of  the 
capital  stock  of  the  banks  of  the  United  States  was  invested  in  perma- 
nent securities^  on  which  they  were  drawing  interest.  That  being  so, 
if  the  banks  did  not  invest  in  the  Oovemment  bonds,  would  they  not 
invest  in  some  other  kinds  of  bonds  in  order  to  secure  the  returns  which 
they  must  have  for  their  capital  in  order  to  continue  their  business! 

And  in  view  of  the  fact  that,  exclusive  of  Government  bonds,  they  have 
an  annual  investment,  a  permanent  investment,  of  over  (200,000,000, 
or  about  one-third  of  their  capital  stock  invested  in  common  securi- 
ties, drawing  from  4  to  5  and  5^  per  cent  interest,  is  it  correct  speak- 
ing to  say  that  the  investment  in  these  bonds  or  the  Government  to 
secure  their  currency  diminishes  their  capital  for  purposes  of  loans  and 
discounts? 

Mr.  Fairchild.  The  requirement  that  a  bank  can  only  issue  notes 
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against  a  deposit  of  Government  bonds  diminishes  the  amount  of  cap- 
ital that  a  bank  has  to  loan  to  the  customers  in  that  portion  of  the 
coQTitry  where  the  people  want  to  use  bank  notes. 

Mr.  Bbosius.  Do  yon  mean  in  those  portions  of  the  country  where 
the  banks  can  use  all  their  capital  in  the  accommodation  of  their 
patrons  f 

Mr.  Fairohhj).  Where  their  patrons  want  bank  notes  for  their 
accommodation.  It  is  the  way  banking  business  is  done.  In  those 
regions  everything  that  is  put  into  Government  bonds  diminishes  their 
facilities  for  loaning  to  the  people  in  that  neighborhood. 

Mr.  Bbosius.  If  they  get  back  from  the  Government  an  equal 
amoont  of  notes,  how  does  it  diminish  their  funds  for  loaning  purposes  T 
Mr.  Faibchild.  A  bank  has  $100,000  of  capital,  leaving  off  all  ques- 
tions of  premium.  That  bank  sends  up  (100,000  to  New  York  and 
receives  9100,000  in  notes.  It  loans  those  notes  to  the  customers  of 
the  banks.  Then  it  has  loaned  them  (100,000.  If  it  did  not  send  that 
money  to  New  York  to  buy  bonds  it  would  loan  the  $100,000  to  the 
people  in  the  neighborhood,  and  it  would  receive  this  $100,000  of  notes 
and  would  loan  those  to  the  people  in  the  neighborhood  the  same  as  it 
had  the  notes  against  the  bonds,  and  then  it  would  have  loaned  the 
people  in  the  neighborhood  $200,000  instead  of  $100,000. 

Mr.  Bbosius.  But  that  involves  the  assumption  that  you  can  issue 
against  your  assets  $100,000  in  addition  to  your  capital  T 
Mr.  Faibohild.  Yes. 

Mr.  Bbosius.  That  was  not  in  my  inquiry. 
The  Ghaibman.  It  is  involved  in  it,  however. 
Mr.  Bbosius.  No,  because  that  is  a  different  condition.    I  say  the 
currency  issued  against  the  assets  of  a  bank  is  a  totally  different  cur- 
rency.    A  bank  that  has  $100,000  in  capital  can  loan  that  much  to  its 
customers  if  they  need  that  much,  and  it  does  not  make  any  difference 
whether  they  loan  their  capital  in  the  form  in  which  it  is  subscribed  to 
the  concern  or  turn  it  over  to  the  Government  and  get  an  equal  amount 
of  other  kinds  of  money.    In  either  case  they  have  the  same  amount  to 
lend  to  their  customers,  do  they  not? 
Mr.  Faibchild.  No,  sir.    In  one  case  they  have  just  half  as  much. 
Mr.  Brosius.  That  answer  shows  that  you  have  in  your  mind  that 
the  bank  can  issue  $100,000  against  its  assets. 
Mr.  Faibchild.  No;  it  can  issue  only  to  the  amount  of  its  capital. 
Mr.  Bbosius.  The  capital  is  not  against  its  assets.    That  stands  for 
itself.    If  you  get  $100,000  more  than  the  capital,  you  have  issued  it 
against  the  assets.    Tlien  you  have  $100,000  of  capital  which  you  can 
issue  for  your  customers  and  you  have  another  $100,000  of  notes  issued 
against  your  assets.    That  makes  $200,000,  but  that  last  $100,000  is  not 
involved  in  my  inquiry.    I  am  not  supposing,  for  the  purpose  of  this 
inquiry,  that  $100,000  can  be  issued  against  it.    It  can  not  be  done  now 
under  our  banking  system.    The  point  of  my  inquiry  is  that  when  a 
bank  has  $100,000  of  capital  it  can  issue  that  to  its  customers,  it  can 
use  it  in  its  business  if  it  desires  to  do  so,  and  need  not  take  out  any 
circulation  at  all.    It  uses  that  and  its  deposits.    If  it  prefers  to  take 
oot,  to  buy  $100,000  of  bonds  and  invest  its  capital  in  that,  it  does  so 
and  it  receives  from  the  Government  $100,000,  so  it  has  the  same 
amount  of  money  to  accommodate  its  customers  that  it  had  in  the 
beginning.     That  is  clear. 
Mr.  Faibohild.  Yes;  that  is  clear. 

Mr.  Bbosius.  Then,  so  far  as  that  is  concerned  there  is  no  diminution 
of  capital,  is  there,  Mr.  Fairchild? 
Mr.  Faibohild.  None  but  whatever  incidental  expense  attaches. 
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Mr.  Bbosius.  Yes;  that  is  incidental  to  all  banking.  The  experience 
of  banks  has  been  and  is  that  nine  times  out  of  ten  the  bank  can  not 
safely  keep  all  its  capital  in  its  vault  to  be  used  in  loans  and  discoants, 
because  that  capital  is  expended.  It  costs  them  one  dollar  for  every 
dollar  they  have,  aTid  therefore,  to  avoid  the  loss  of  keeping  it  idle 
while  it  waits  a  call  of  some  nature,  they  invest  it  in  permanent  secu- 
rities and  get  their  interest  from  year  to  year;  and  that  is  the  reason 
that  one-third  of  the  total  capital  stock  of  the  national  banks  of  the 
United  States  is  thus  invested.  Now,  then,  how  does  the  taking  of 
bonds  in  that  case  diminish  the  stock  of  the  bank  that  it  would  nse  in 
the  banking  business f 

The  Chairman.  Do  you  meau  to  say  that  these  bonds  are  over  and 
above  what  is  necessary  to  get  out  the  circulation  that  they  have  gotf 

Mr.  Cox.  No, 

Mr.  Fowler.  Yes. 

The  Chairman.  Your  question  involved  this,  that  they  have  invested 
in  these  bonds  purely  as  a  matter  of  investment,  without  reference  to 
taking  out  currency  on  them. 

Mr.  Brosius.  Yes,  because  they  can  not  take  out  currency  on  secu- 
rities in  which  they  Invest  their  money,  but  only  on  the  bonds  which 
they  buy  from  the  Government  of  the  United  States.  One-third  of 
the  investments  of  the  banks  is  in  securities  outside  of  the  Govern- 
ment, investments  which  the  banks  have  to  make  to  make  as  much 
money  as  they  want. 

The  Chairman.  Does  not  that  show  that  there  is  more  banking 
capital  than  can  be  invested? 

Mr.  Brosius.  Yes,  certainly,  and  therefore  I  say  it  does  not  diminish 
the  use  of  capital  to  buy  United  States  bonds. 

The  Chaibman.  In  that  locality;  you  do  not  mean  all  over  the 
United  States! 

Mr.  Bbosius.  There  are  localities,  of  course,  where  Mr.  Fairchild's 
view  is  entirely  unobjectionable,  where  they  could  use  all  their  capital, 
and  therefore  by  buying  bonds  would  diminish  their  capital.  But  I  am 
speaking  of  the  other  case. 

aOLD  BESEBVE  FOB  BEBEMPTION. 

It  is  necessary  under  our  system,  is  it  not,  to  keep  somewhere  a  gold 
reserve  to  redeem  the  demand  obligations  of  the  Government? 

Mr.  Faibchild.  I  think  so. 

Mr.  Brosius.  Do  you  not  think  that  a  consolidated  gold  reserve  is 
preferable,  because  more  effective  and  useful  than  a  distributed  reserve 
of  gold! 

Mr.  Fairoheld.  I  do  not. 

Mr.  Brosius.  Let  me  be  a  little  clearer  on  that  point.  Do  you  not 
think,  supposing  that  it  would  take  (200,000,000  of  gold  as  a  reserve 
somewhere  to  meet  the  demand  obligations,  that  that  (200,000,000  wonld 
be  a  greater  security  and  be  more  elective  and  safe  if  it  was  all  in  one 
place  than  it  would  be  if  it  was  apportioned  among  5,000  banks  f 

Mr.  Fairohild.  No;  I  do  not. 

Mr.  Brosius.  John  Stuart  Mill — and  I  ask  this  question  particularly 
on  that  account — makes  a  strong  point  on  the  desirability  of  a  consoli* 
dated  in  preference  to  a  distributed  fund  for  the  purpose  of  reserve. 
In  your  clearing  houses  do  you  not  operate  upon  the  principle  that 
when  you  mass  the  resources  that  have  to  be  drawn  upon  they  are 
stronger  than  when  they  are  distributed t 
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Mr.  Faibohild.  You  mean  when  they  issue  clearinghonse  certifi- 
catest 

Mr.  Brosius.  Yes. 

Mr.  Faibchild.  It  is  not  that.  It  is  that  when  the  clearinghonse 
certificates  are  issued  it  enables  the  strong  banks  to  help  the  weak 
banks.  The  strong  banks  really  loan  to  the  weak  banks.  That  is 
what  the  clearinghouse  certificates  amount  to. 

Mr.  Brosius.  Is  not  that  the  principle  of  a  consolidated  reserve; 
that  all  the  strength  is  brought  to  one  point,  and  you  eliminate  the 
weak  banks  f  Every  bank  would  have  such  a  measure  of  this  reserve 
as  to  make  it  safe  under  all  circumstances. 

Mr.  Fairohild.  I  do  not  think  that  your  financial  condition  would 
be  so  strong,  if  you  mean  that  the  reserve  is  to  be  in  the  United  States 
Treasury;  for  instance,  as  if  it  were  distributed  among  the  banks  that 
had  the  obligations.  My  observation  of  the  operation  of  it  in  the  past 
few  years  would  lead  me  to  think  so.  The  gold  going  out  of  the  Treas- 
ury takes  a  great  deal  of  gold  with  it  that  would  not  go  out  if  it  were 
not  for  this  visible  large  depletion.  There  comes  in  a  moral  effect 
which  I  think  has  resulted  in  taking  a  great  deal  of  gold  that  otherwise 
would  not  have  gone. 

Mr.  Brosius.  Suppose  a  draft  comes  on  one  bank,  which  is  more 
than  it  can  stand.  It  refuses  gold.  It  suspends  gold  payment.  Does 
not  that  produce  alarm  in  the  next  bank,  anticipating  that  the  draft 
upon  the  former  bank  would  be  transferred  to  it;  and  will  it  not  take 
alarm  and  likely  suspend  also;  and  so  on  with  the  banks,  one  after 
another,  throughout  the  country,  in  the  case  of  a  large  draft? 

Mr.  Fairchuld.  That  would  be  produced  equally  either  when  the 
bank  was  unable  to  meet  its  obligations  in  gold,  or  unable  to  meet  its 
obligations  in  anything  else.  The  same  effect  would  be  produced  on 
credit  generally  and  on  other  banks.  If  the  bank  under  our  proposed 
system  could  pay  at  all  it  could  pay  in  gold.  The  banking  system  we 
propose  might  go  into  operation  perfectly  well  if  all  the  greenbacks 
were  preserved  and  the  silver  preserved.  I  think  if  a  bank  had  its 
reserves  in  greenbacks,  United  States  notes,  or  if  it  ought  to  have  its 
reserves  in  them  and  did  not  have  them,  and  was  not  in  a  condition  to 
meet  the  drafts  upon  it,  the  moral  effect  in  producing  a  curtailing  of 
credit  by  its  failure  to  redeem  in  greenbacks  would  be  as  great  as 
its  failure  to  redeem  in  gold.  I  think  the  moral  effect  in  the  one  case 
is  the  same  as  in  the  other. 

Mr.  Brosius.  Do  you  think  it  is  to  the  same  extentt 

Mr.  Fairohild.  Oh,  yes;  I  think  so. 

Mr.  Brosius.  Take  a  situation  similar  to  that  of  1893,  when  nearly 
$400,000,000  of  deposits  were  drawn  out  of  the  national  banks  in  a 
period  of  five  mouths,  curtailing  loans  and  discounts  to  the  amount  of 
between  $300,000,000  and  $400,000,000,  when  the  holders  of  gold  were 
hoarding  it,  as  was  testified  before  this  committee — ^in  one  instance  a 
man  had  $240,000  of  gold  put  in  a  safety  deposit  box,  and  in  another 
case  a  man  had  $50,000,  and  in  another  case  a  man  had  $40,000  in  a 
safety  dei)osit  box,  and  so  on;  when  people  were  keeping  their  gold  in 
safe  deposit  vaults  and  foreign  securities  were  coming  back  to  us  for 
liquidation.  Take  the  whole  situation  as  you  picture  it  in  your  mind, 
and  we  M  remember  it  distinctly,  and  state  whether  you  think  that 
your  banking  biU,  when  in  full  and  perfect  operation,  could  encounter 
such  a  situation  without  the  banks  closing  or  suspending  gold  pay- 
ments f 

Mr.  FAmOHiLP.  I  think  so.    If  you  will  allow  me  to  diverge,  I  think 
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tbe  carious  pheuomeDon  of  1893  was  that  the  people  hoarded  not  only 
gold,  bat  they  hoarded  bank  notes  and  silver  certificates  and  every  form 
of  money.    That  was  the  peculiar  feature  of  that  time. 

EXPANSION  OF  OUBBENOT. 

Mr.  Brositts.  Under  your  bill,  which  allows  the  issue  of  currency 
against  the  assets  of  a  bank  to  the  amount  of  the  unimpaired  capital, 
is  there  not  danger  at  times  of  unduly  extending  the  currency! 

Mr.  Faibchild.  None  whatever,  I  think. 

Mr.  Bbosius.  You  think  there  is  no  danger  j  but  upon  what  data, 
upon  what  principle,  did  you  reach  that  condusion  f 

Mr.  Faibchild.  The  expansion  that  takes  place  is  not  the  expansion 
in  the  use  of  bank  notes.  It  is,  in  the  first  place,  the  desire  of  people 
to  speculate.  They  begin  to  borrow  from  banks,  and  when  they  begin 
to  borrow  from  banks  they  begin  to  have  their  borrowings  put  to  their 
credit  in  banks.  That  is  the  rule.  That  increases  the  loanable  fands 
at  once,  not  credit  money  but  the  credit  facilities.  A  25  per  cent  bank 
will  have  three  or  four  times  its  capital,  and  a  15  x>er  cent  bank  will 
have  6§  times  its  capital  and  surplus,  and  so  on.  The  bank  note  is  only 
a  form  in  which  the  expansion  appears,  and  the  smallest  form,  becaase 
if  it  is  limited  to  its  capital  you  will  see  that  that  is  the  limit  of  tlie 
expansion,  and  it  is  merely  a  form  for  the  people  who  happen  to  want 
the  bank  notes  for  the  purposes  they  are  used  for — to  take  their  loans 
which  they  are  getting.  So,  compared  with  the  other,  it  is  a  little 
thing,  and  it  does  not  seem  to  me — and  we  considered  that  very  care- 
fully— that  there  is  any  danger  on  the  point — the  expansion  that  we 
hear  of.  The  danger  has  not  come  from  that.  They  may  fail  to  redeem 
their  bank  notes,  but  the  reason  they  fail  to  redeem  their  bank  notes  is 
not  because  of  the  quantity  of  the  bank  notes  but  because  the  quantity 
of  the  general  expansion  has  doubled  their  resources — by  making  bad 
loans,  for  instance.  The  bank-note  feature  is  a  small  element  in  it,  aud 
I  do  not  think  that  under  any  of  these  principles,  if  we  confine  it  to 
capital  or  within  the  region  of  capital,  we  have  any  reasonable  ground 
for  apprehension. 

The  Chaibman.  Is  it  not  a  fact  that  the  minute  a  bank  is  threatened 
all  the  business  community  rushes  to  increase  their  discounts  and  loans 
and  deposits,  and  that  that  is  what  intensifies  the  panics  so  much,  plas 
the  drawing  out  of  deposits? 

Mr.  Faibchild.  You  mean  it  tends  to  borrowing  of  more  money  t 

The  Chaibman.  Yes.   They  want  toincrease  their loansand discounts. 

Mr.  Faibchild.  Yes,  they  do  that. 

The  Ohaibman.  Banks  then  say:  <' We  can  not  increase  your  loans, 
but  we  will  take  care  of  you ; "  and  saying  that  all  over  the  country 
checks  the  panic.    That  is  true,  is  it  notf 

Mr.  Faibchild.  Yes. 

CUBBENCT  ISSUED  AOAINST  DEPOSITS. 

Mr.  Bbosius.  Do  you  think  it  desirable,  and  if  so,  on  what  principle? 
to  issue  currency  against  deposits  f 

Mr.  Faibchild.  I  have  never  gone  into  that  question  particularl}'. 
I  have  heard  gentlemen  talk  about  it,  and  advocate  it,  but  not  think- 
ing it  necessaiy  for  our  purposes  to  go  beyond  capital  I  have  not  given 
any  great  consideration  to  that  subject. 

Mr.  Bbosius.  You  do  not  catch  my  point.     I  say  issue  currency 
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against  deposits.  Your  bill  provides  for  issuing  currency  against  the 
assets  of  tlie  banks.  Of  coarse,  you  understand  that  the  deposits  are 
a  part  of  the  assets. 

Mr.  Faibohild.  Oh. 

Mr.  Fowlbb.  The  deposits  are  not  assets. 

Mr.  Bbosius.  Yes,  they  are. 

Mr.  FowLEB.  They  are  liabilities. 

Mr.  Bbosius.  Take  all  your  deposits.  Your  currency  is  the  first  lien 
upon  all  the  assets  of  the  banks. 

Mr.  Faibohild.  You  mean  the  reverse.  The  deposits  are  a  liability. 
The  deposits  are  a  lien  upon  the  assets. 

Mr.  Bbosius.  I  do  not  care  about  the  use  of  technical  words.  The 
point  is,  that  when  you  issue  the  currency  against  the  assets  of  a  bank 
and  make  those  notes  the  first  lien  upon  the  assets  that  act  covers  the 
deposits  and  the  depositor  loses  his  money  just  in  proportion  as  his 
money  is  taken  to  make  good  the  notes.  Do  you  think  it  desirable,  on 
general  principles,  to  issue  currency  against  assets  and  make  that  cur- 
rency the  first  lien  upon  the  depositor's  money  in  the  vaults  of  that 
bankt 

Mr.  Faibohild.  I  do. 

Mr.  Bbosius.  Upon  what  principle  can  you  justify  itt 

Mr.  Faibohild.  A  depositor  need  not  put  his  money  there  unless  he 
wants  to.  He  knows  what  the  arrangement  of  the  bank  is.  That  is 
true  to-day. 

Mr.  Bbosius.  You  say  that  is  exactly  what  you  do  to-day  t 

Mr.  Faibohild.  Yes. 

Mr.  Bbosius.  On  the  contrary,  the  way  it  is  now  is  this:  The  bank 
has  placed  in  the  custody  of  the  Government  property  enough  to  cover 
its  notes,  and  of  course  you  may  say  that  bonds  are  a  part  of  the  capital 
in  the  bank.  At  the  same  time  the  bank  can  never  get  away  with  those 
bonds,  because  they  are  in  the  hands  of  a  trustee;  but  in  your  system 
yon  propose  to  keep  the  property  of  the  bank  in  the  hands  of  the  bank 
and  make  the  currency  the  first  lien  on  the  assets  of  the  bank.  If  the 
assets  have  been  disposed  of,  that  is  true;  that  is,  if  they  have  taken 
feet  and  walked  away  or  taken  wings  and  flown  away  you  do  not  get 
them;  and  the  depositors  have  to  lose  as  much  of  that  money  as  was 
taken  to  make  good  those  notes. 

Mr.  Faibohild.  That  is  true. 

Mr.  Bbosius.  That  is  under  the  present  system.  Now,  is  it  a  suita- 
ble business  for  the  Government  to  engage  in  to  authorize  a  bank  to  be 
established  and  invite  the  deposits  of  the  people  and  authorize  the  bank 
to  issue  over  and  above  ito  capital  an  equal  amount  of  currency  against 
its  assets  and  make  that  a  first  lien  on  these  deposite  of  the  people T 

Mr.  Faibohild.  I  think  that  is  eminently  proper. 

The  Ohaibmak.  Is  not  that  done  in  every  business! 

Mr.  Bbosius.  Ko. 

Mr.  Faibohild.  Let  me  show  you  how  this  thing  can  work  under 
present  arrangements.  You  know  a  bank  is  not  obliged  to  issue  notes. 
The  requirement  is  only  (50,000  in  United  States  bonds.  That  bank 
may  advertise  that  it  holds  (1,000,000  of  capital  and  has  no  United 
States  notes  out  at  all.  Therefore  ite  million  dollars  of  capitsJ  is 
security  for  all  of  the  deposits.  Tomorrow  it  can  invest  its  million 
dollars  of  capital  in  United  States  bonds  and  take  out  notes  against  it 
and  make  those  notes  a  prior  lien  on  all  its  assets,  not  only  by  buying 
bonds  in  that  way,  but  in  the  law  itself  every  note  is  a  prior  Uen  upon 
all  the  assete  of  tiie  bank.    We  studied  that  very  careMly.    The  very 
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I>oint  yon  make  we  considered  carefully  and  objections  were  made  to  it 
Bankers  said,  <'Our  depositors  will  be  afraid  if  it  can  be  said,  'The 
notes  have  a  prior  lien  npon  our  assets.'"  When  we  came  to  look  into 
it  to  see  how  little  difference  there  was  as  to  how  they  might  do  now, 
and  what  they  could  do  under  the  plan  proposed,  while  some  weight  is 
to  be  attached  to  your  point — that  I  concede — I  do  not  think  it  is  so  great 
as  you  attach  to  it.  We  found  that  apparently  dei)ositors  did  not  select 
their  banks  because  of  their  capital  and  surplus,  but  went  where  the 
biggest  deposits  were,  or,  in  other  words,  the  biggest  liabilities,  and 
therefore  we  felt  that  while  there  is  a  little  something  in  it,  it  is  not  a 
serious  consideration.  Then  we  said  ''If  any  bank  feels  that  it  can 
benefit  itself  and  secure  deposits  by  putting  a  portion  of  its  assets, 
wherever  it  chooses,  in  the  hands  of  a  ^stee  as  against  its  circulating 
notes,  and  then  advertise  to  keep  with  that  trustee  a  certain  portion  of 
its  assets  for  this  purpose,  and  that  therefore  people  would  be  safe  in 
depositing  with  them,  there  is  nothing  in  the  law  to  prevent  them  from 
doing  that."  Depositors  would  deal  with  them  in  either  event  with  a 
full  knowledge  of  the  case. 

Mr.  Brosius.  You  do  not  suggest  that  as  a  feasible  proposition- 
that  the  banks  would  voluntarily  put  their  funds  in  trastf 

Mr.  Fairchild.  It  might  be. 

Mr.  Brosius.  Do  you  not  know  that  no  bank  would  ever  do  thatf 

Mr.  Fairohild.  Then  they  would  not  do  it  because  it  would  not  pay 
them  to  do  it. 

Mr.  Brosius.  It  pays  them  to  keep  their  own  funds  in  their  own 
hands.  But  take  the  case  of  a  bank  in  which  there  is  improper  man- 
agement, fraud,  or  even  crime,  and  the  assets  disappear.  As  much  of 
their  assets  as  are  in  the  hands  of  a  trustee  are  saved.  The  note  hold- 
ers and  the  depositors  save  that  much. 

Mr.  Fairchild.  But  if  yon  are  going  to  have  fraud  and  mismanage- 
ment— criminal  management — of  a  bank,  I  do  not  believe  under  either 
system  the  depositor  will  get  much. 

Mr.  Brosius.  There  might  be  a  case  in  which  he  would  not,  but  we 
must  consider  the  question  on  the  average  cases. 

Mr.  Fairchild.  I  think  what  you  must  take  is  the  average  of  mis- 
fortune, incompetency,  and  so  on.  I  think  we  must  leave  i¥and  out  of 
the  question,  because  I  think  that  will  be  so  small  in  a  great  business 
community  such  as  ours  that  it  is  almost  a  negligible  quantity.  When 
you  take  the  experience  of  the  past  you  will  find  that  the  statistics  of 
our  national  banking  system,  and  of  the  banks,  and  what  has  been  col- 
lected out  of  their  assets  from  the  beginning,  and  all  that,  show  that 
these  questions  which  arise  in  your  mind,  and  which  will  arise  to 
others — and  we  went  all  through  with  them — are  not  necessary  to  take 
into  consideration,  except  to  investigate  and  see  how  small  a  thing  it 
would  be  in  the  whole  of  this  great  business.  Therefore,  we  ought  not 
to  hamper  a  system  because  of  the  possibilities  that  may  arise,  any 
more  than  we  would  stop  doing  any  business  because  we  might  have 
dishonest  clerks.  We  have  got  to  take  this  law  of  averages  into  con- 
sideration in  a  thing  of  that  sort. 

Mr.  Brosius.  You  are  viewing  it  in  the  aggregate  when  you  say  it  is 
small  f 

Mr.  Fairohild.  Yes. 

Mr.  Brosius.  Take  a  bank  of  $100,000  capital  which  invests  $50,000 
in  bonds  and  places  them  in  the  hands  of  the  Government.  That  is 
$50,000.  Is  that  a  mere  bagatelle  to  the  depositors  when  they  come  to 
lose  their  money  f 
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Mr.  Fairchild.  I  am  afraid  it  is  not  in  the  cases  where  banks  are 
frandulently  managed.  I  am  afraid  that  is  all  there  is  in  those  cases. 
In  a  case  of  fraud — ^in  a  case  of  absolute  dishonesty — a  man  will  take 
whatever  his  opportunities  give  him.  Therefore  the  depositor  is  in  the 
same  position. 

Mr.  Brosius.  The  note  holder  is  secured  at  the  expense  of  the 
de)>ositort 

Mr.  Fairchild.  In  the  present  system  he  is.  Now,  in  the  case  of 
fraud  you  speak  of,  very  probably  the  assets  of  that  bank,  so  far  as 
the  note  holder  and  the  depositors  both  were  concerned,  would  have 
disappeared;  but  we  have  provided  against  that  by  our  guaranty 
fund.  So,  that  being  a  strong  reason  for  giving  the  notes  a  higher 
position  than  the  deposits 

Mr.  Brosius.  But  you  fall  back  upon  the  assets  of  the  bankf 

Mr.  Fairchild.  For  what  they  are  worth. 

Mr.  Brosius.  Yes;  because  you  make  your  fund  good  out  of  the 
assets  of  that  bank. 

Mr.  Faibchild.  Yes. 

Mr.  Brosius.  And  in  doing  that  yoif  take  that  much  money  away 
from  the  depositors? 

Mr.  Faibchild.  Yes. 

Mr.  Brosius.  So  in  any  event  the  loss  falls  upon  the  depositors  f 

Mr.  Fajbohild.  It  always  does. 

Mr.  Brosius.  Is  it  not  fair  to  assume  that  in  cases  of  fr'aud  such  as 
you  suggest,  where  the  capital  of  a  bank  is  simply  gobbled  up,  if  they 
had  not  deposited  a  certain  amount  of  capital  in  place  of  the  bonds, 
they  would  have  stolen  that  alsof  And  is  it  not  a  clear  question  of 
saving  whatever  amount  of  bonds  they  deposit? 

Mr.  Faibchild.  They  would  have  stolen  that  also. 

Mr.  Brosius.  They  can  not  steal  bonds,  you  know. 

Mr.  Faibchild.  They  have  stolen  the  whole  business  in  the  same 
way.  The  net  result  in  dollars  and  cents  to  the  stockholders  of  that 
bank  is  the  same.  Of  course  when  they  have  invested  in  common 
bonds,  they  have  their  notes  banked,  because  they  have  run  away,  and 
have  done  the  same  thing  with  the  deposits.  The  notes  stand  there 
to  get  the  United  States  bonds,  but  the  capital  and  the  stock  and 
everything  is  gone. 

Mr.  Bbosius.  No;  but  the  bonder  are  not  gone,  Mr.  Fairchild,  and 
therefore  the  note  holder  is  made  whole. 

Mr.  Faibchild.  That  I  admit — ^that  the  note  holder  is  made  whole; 
but  every  dollar  that  was  put  into  that  bank  is  gone. 

Mr.  Bbosius.  I  do  not  see  it  in  that  way,  because  the  bonds  were 
paid  for  by  a  part  of  the  capital,  and  that  portion  could  not  be  gotten 
away. 

Mr.  Faibchild.  The  only  thing  that  remains  at  present  is  the  differ- 
ence between  the  premium  on  bonds  and  the  amount  of  notes  that 
they  got. 

Mr.  Bbosius.  Whatever  remains  goes  to  the  note  holders  to  pay  the 
notes  f 

Mr.  Faibchild.  Yes. 

Mr.  Bbosius.  The  point  that  I  make  is,  that  if  a  portion  of  that  capi- 
tal had  not  been  invested  in  the  bonds  the  whole  thing  would  have 
been  stolen,  and  neither  note  holder  nor  depositor  would  have  gotten 
anything. 

Mr.  Faibchild.  As  far  as  the  note  holder  is  concerned,  we  have  pro- 
vided for  taking  care  of  him  as  securely  as  he  is  taken  care  of  now. 
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Mr.  Brosius.  I  anderstand  that. 

Mr.  Fairoheld.  Now,  there  is  no  way  that  I  know  of  to  protect  the 
stockholders  and  depositors  except  by  greater  vigilance  in  your  examioa- 
tions  and  that  sort  of  thing. 

Mr.  Fowler.  By  an  insurance  fundf 

Mr.  Fairchild.  Yes ;  an  insurance  fiind,  such  as  Mr.  Fowler  speaks 
of,  would  be  something.  But  I  know  no  way,  unless  you  stop  the  bank- 
ing business  altogether,  to  guard  against  the  things  you  are  considering. 

PROPOSED  SYSTEM  W0X7LD  BE  POPULAR  WITH  BANKS. 

Mr.  Brosius.  That  leads  us  to  another  inquiry  that  you  suggested. 
What  is  your  opinion  on  the  subject  of  the  acceptability  of  this  guar- 
anty principle  to  the  banks  of  the  country  t 

Mr.  Fairchild.  I  think  they  would  all  accept  it  in  a  very  short 
time;  and  I  think  if  100  banks  would  accept  this  plan  that  the  whole 
of  them  would  accept  it  in  a  short  time.  I  was  thinking  as  I  came  up 
here  that  the  apprehension  that  Secretary  Gage  expressed  about  some 
banks  not  going  into  it  in  soilTe  respects  is  not  well  founded.  I  tfaiok 
that  it  is  reasonable  to  anticipate  that  they  would  go  in;  that  they 
would  be  satisfied  that  their  risk  was  so  small,  as  distinguished  from 
the  advantages  to  them,  tliat  they  would  practically  all  accept  it  I  do 
not  have  any  apprehension  on  that  point.  If  I  was  the  owner  of  a 
large  bank  I  would  not  have  the  slightest  hesitation  in  going  into  it 

Mr.  Brosius.  That,  I  suppose,  was  the  consensus  of  opinion  of  the 
Gommissionersf 

Mr.  Fairchild.  Tes,  after  very  carefully  considering  that  point 

Mr.  Brosius.  Did  you  have  any  very  considerable  oommunication 
with  bankers  upon  the  subject  t 

Mr.  Fairchild.  Yes,  sir;  we  did. 

Mr.  Brosius.  That  is  the  basis  of  your  opinion? 

Mr.  Fairchild.  Yes. 

Mr. Brosius.  I  ask  because  I  have  heard  some  adverse  opinions. 

Mr.  Fairchild.  That,  of  course,  is  the  first  and  obvious  view  of  ft 
banker.  But  when  you  look  at  the  statistics  and  see,  as  I  have  said, 
that  if  our  system  had  been  in  operation  since  the  beginning  of  the 
national  banking  system,  and  they  had  all  had  80  per  cent  of  their 
capital  out,  the  assessment  on  all  would  have  been  only  one-fortieth  of 
1  per  cent  per  annum  of  that  80  per  cent  to  make  up  the  loss  which 
would  have  taken  place  had  the  same  failures  occurred.  It  is  redaoed 
to  so  small  a  sum  that  I  was  convinced  that  there  was  no  danger. 

Mr.  Brosius.  That  is  proceeding  upon  the  assumption  that  the  ratio 
of  losses  would  be  the  same  under  your  system  as  it  was  under  the 
present  system  f 

Mr.  Fairchild.  Yes.  I  could  not  see  where  they  would  be  any 
larger. 

Mr.  Brosius.  I  want  to  inquire  whether  you  think  that  is  valid 
reasoning  or  notf 

Mr.  Fairchild.  I  think  so. 

Mr.  Brosius.  Is  it  valid  reasoning  to  estimate  the  losses  under  the 
system  which  you  propose,  in  which  there  is  no  security,  upon  the 
losses  which  Jiave  occurred  under  the  present  system  f 

Mr.  Fairchild.  Yes,  1  think  it  is  absolutely  correct 

Mr.  Brosius.  I  have  heard  financiers  say  that  is  not  valid  reasoning, 
and  I  am  of  their  opinion.  It  is  a  little  like  a  town  that  has  a  police 
force.    If  you  are  going  to  pay  for  all  the  property  that  is  stolen,  and 


^r4 


OHANGBS   IN  THE   CURRENCY   SYSTEM.  251 

you  have  had  an  efficient  police  force,  it  would  not  do  to  infer  from 
losses  under  that  system  what  amount  would  be  necessary  to  pay  for 
stolen  property  in  the  next  ten^ears,  if  the  police  force  is  abolished. 

Mr.  EowIjER  (To  Mr.  Fairchild).  You  expect  to  increase  your  police 
force,  do  you  notf 

Mr.  Brosius.  No,  because  you  dispose  of  your  security. 

Mr.  Fairchild.  That  element  does  not  enter  into  it. 

Mr.  Brosius.  You  think  that  is  not  a  fair  illustration  f 

Mr.  Fairchild.  Not  a  fair  illustration ;  and  the  question  of  the 
security  in  this  calculation  is  quite  aside  from  that. 

Mr.  Fowler.  I  want  to  ask  Mr.  Fairchild  whether,  in  the  commis- 
sion's report,  they  do  not  propose  to  increase  the  police  force  in  the 
examination  and  supervision  of  banks f 

Mr.  Fairchild.  Yes;  we  would  recommend  that  everything  should 
be  done  in  that  direction  which  it  is  possible  to  do. 

Mr.  Van  Yoorhis.  I  have  been  absent,  and  no  doubt  this  question 
has  been  gone  over  time  and  time  again,  but  I  want  to  inquire  from 
Mr.  Fairchild  whether  he  thinks  our  present  stock  of  money  is  suffi- 
cient for  the  transaction  of  our  business! 

Mr.  Fairchild.  I  can  not  say.  I  have  no  opinion  on  that  subject. 
I  might  say,  if  you  will  allow  me,  that  it  is  not  a  subject  that  it  is  worth 
while  to  have  any  opinion  on,  as  in  my  judgment  there  is  nothing  on 
earth  we  could  do  about  it  in  the  way  of  legislation  if  we  thought  there 
was  not  enough.  The  stock  of  money  is  not  a  thing  the  Government 
can  do  anything  about. 

Mr.  Van  Voorhis.  Your  proposition  here  is  not  with  a  view  of  direct- 
ing or  extending  the  currency,  but  putting  it  on  a  better  basis  f 

Mr.  Fairchild.  That  is  all.    The  money  will  take  care  of  itself  t 

Mr.  Van  Voorhis.  Do  you  not  think  we  could  retire  a  portion  of  the 
obligations  of  the  Government,  and  by  retiring  the  small  notes  and 
refunding  the  bonds  that  are  now  outstanding,  on  a  2^  per  cent  basis, 
I>erhaps,  do  you  not  think  we  could  have  a  secured  currency  f 

Mr.  Fairchild.  That  would  not  be  sufficient.  We  could  have  secured 
currency,  but  I  do  not  think  that  a  secured  bank-note  currency  at  all 
answers  the  purposes  of  a  community  in  its  true  sense  of  a  bank  cur- 
rency. 

The  Ohairman.  What  do  you  mean  by  ^' secured  t" 

Mr.  Van  Voorhis.  Secured  by  bonds. 

Mr.  Fairchild.  Of  course,  it  is  aU  secured,  but  it  is  the  method  of 
securing  it. 

Mr.  VAN  Voorhis.  I  have  questioned  all  the  way  through  the  pro- 
priety of  issuing  this  credit  currency;  unless  we  could  have  a  secured 
currency  based  on  the  bonds  of  the  Government.  I  believe  that  would 
be  better. 

Mr.  Fairchild.  You  can  not  have  a  currency  based  on  the  deposited 
bonds  of  the  Government  that  is  any  more  secure  than  the  currency  we 
offer  here.    It  is  not  a  bit  more  secure  and  not  nearly  so  useful. 

Mr.  Van  Voorhis.  Then  you  think  the  only  remedy  is  a  credit 
currency  f 

Mr.  Fairchild.  That  is  the  kind  of  currency  we  provide  here. 

Mr.  Mitchell.  Mr.  Fairchild,  I  find  in  the  magazine  published  in 
N^ew  York,  known  as  the  Commercial  and  Financial  Ghronicle,  under 
date  of  January  15,  an  allusion  to  your  bill,  which  I  will  read  to  you, 
and  then  I  wiU  give  you  the  article  itself,  in  order  to  ask  you  to  kindly 
give  again  your  explanation  of  the  criticism  which  was  made  here  on 
the  sabject  of  your  bilL 
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The  article  is  as  follows: 

Wc  uotice  that  Mr.  Faircbild,  at  a  hearing  before  the  Bauking  and  Cnrrency  Com- 
mittee on  Thursday;  in  answer  to  a  question  iTy  Mr.  Cox,  of  Tennessee,  stated  that, 
under  the  bill  of  the  Monetary  Commission,  if  a  bank  elects  to  redeem  its  notes  in  silver 
it  can  do  so,  although  the  note  holder  requires  and  demands  gold.  Assuming  that  the 
press  report  of  Mr.  Fairohild's  answer  is  correct,  we  doubt  the  wisdom  of  the  proposed 
measure.  Domestic  currency  is  not  the  world's  money,  l>ut  a  mere  substitute  for  it. 
We  give  the  bank  the  privilege  of  Issuing  that  substitute  because  it  is  in  closest  touch 
with  commerce,  and  on  the  supposition  that  nothing  but  commerce  will  affect  its  free 
and  absolute  interchangeability  into  the  money  of  commerce.  Give  the  bank  a  statu- 
tory license  to  redeem  its  promise,  at  its  option,  with  45  cents'  worth  (commercial 
value)  of  silver,  and  at  once  a  disorganizing  force  is  introduced,  causing,  as  some 
would  claim,  a  worse,  because  a  less  facile,  state  of  things  than  now  exists.  In  such 
a  case  the  burden,  whenever  it  becomes  a  burden,  of  getting  gold  to  redeem  the  bank's 
promise,  is  put  on  the  merchant  holder  of  that  promise.  To  do  that  he  must  draw 
silver,  carry  it  to  the  Treasury,  wait  to  get  it  counted,  and  risk,  in  any  serious  crisis, 
a  Treasury  default.  But  even  this  friction  reveals  by  no  means  the  most  serious 
defect.  The  strain  to  pay  the  note  and  Bustain  its  convertibility  should  rest  wholly 
on  the  bank,  or  the  currency  can  not  be  free  from  seriously  disturbing  influences.  If 
that  is  not  the  legal  arrangement,  the  tendency  of  the  notes  will  be  to  drive  out  ^old, 
keep  the  accumulations  of  that  metal  in  this  country  at  a  mlninmm,  make  bnsmess 
susceptible  to  wide  disturbances  firom  slight  causes,  while  otherwise  impairing  free 
automatic  curative  action,  which  attends  and  is  the  reason  for  enforcing  perfect 
redemption  by  the  issuer. 

Mr.  Faiechild.  Of  course  I  have  great  respect  for  what  the  Finan- 
cial Chronicle  says,  bat  they  do  not  comprehend  the  conditions  in 
regard  to  the  matter  at  all.  The  bank  notes  can  be  redeemed  in  the 
lawful  money  of  the  Government,  and  if  there  is  any  trouble  about  it 
it  comes  from  the  jcondition  of  lawful  money  of  the  Government  In 
my  judgment  you  can  not  wisely  exclude  from  the  function  of  redeem- 
ing the  bank  notes  any  of  the  things  that  the  Government  makes  law- 
ful money.  Otherwise  you  discredit  that  lawful  money  and  force  it 
back  upon  the  Government  in  larger  sums  than  would  go  there  other- 
wise, because  you  cut  off  one  very  large  use.  I  do  not  think  any  law  can 
wisely  discriminate  against  any  money  of  the  Government.  So  far  as  the 
question  of  the  silver  is  concerned,  I  have  explained  that  making  that 
silver  specifically  redeemable  in  gold,  without  going  through  circuitous 
payments — making  it  directly  payable,  redeemable — in  my  judgment, 
simply  prevents  less  of  it  being  paid  into  the  Government  in  its  revenues 
than  otherwise  would  be  paid,  because  people  who  have  it  do  not  pay 
it  into  the  Government  in  anticipation  of  a  future  need  of  gold.  Know- 
ing that  it  is  gold,  potentially,  at  all  times,  they  will  not  try  to  get  the 
gold  upon  it  in  any  form  until  they  actually  need  the  gold.  Therefore 
the  Treasury  will  be  burdened  with  less  of  those  funds,  with  less  silver— 
if  it  is  a  burden  to-day — by  directly  caring  for  it  than  it  will  by  caring 
for  it  in  this  circuitous  manner.  Then  we  have  provided  that  all  notes 
below  110  shall  be  retired,  that  there  shall  be  no  notes  below  $10  except 
the  silver,  and  therefore  the  silver  must  fill  the  vacuum  in  the  com- 
munity; and  no  bank  in  practice  would  redeem  any  considerable  por- 
tion of  its  notes  in  silver,  because  it  would  be  obliged  to  keep  the  silver 
on  hand  to  meet  the  wants  of  the  customers  who  wanted  silver. 

It  would  have  to  keep  the  silver  to  meet  the  demands  of  the  people 
who  wanted  to  pay  wages  and  all  that  sort  of  thing,  and  therefore  I 
think  that  practically,  the  soundness  of  it  all  being  assured,  the  bank 
notes  would  not  be  redeemed  in  silver,  unless  fears  came,  by  reason  of  an 
approaching  election  or  something  of  that  kind,  that  the  Government 
was  not  going  to  keep  its  promise  in  regard  to  it,  and  might  change  its 
laws.  In  that  event,  of  course,  the  Treasury  would  get  plenty  of  silver, 
and  everybody  would  be  hurrying  to  get  rid  of  it.  But  under  the  con- 
ditions of  our  bill,  or  any  of  these  other  bills  provided  here,  they 
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becoming  law,  and  the  world  being  quite  assured  that  they  would  con- 
tinue  as  the  law,  being  fixed,  there  would  be  no  trouble  ou  any  of  these 
points;  that  once  established,  greenbacks  would  not  be  presented  in 
any  considerable  sum  to  the  Government  for  redemption,  and  I  may  say 
I  apprehend  that  under  our  bill  those  greenbacks,  or  a  large  portion  of 
them  at  any  rate,  would  be  in  existence  a  great  many  years,  until  long 
aiter  the  life  of  the  youngest  of  us  here. 

Mr.  FowiiER.  On  this  point  I  will  ask  you,  do  not  you  believe  that  if  the 
silver  was  in  circulation  instead  of  certificates,  less  of  the  silver  would 
be  shipped  in  for  redemption  than  of  the  certificates,  which  would  be 
gathered  up  so  much  more  easily  and  shipped  at  so  much  less  costf 

Mr.  Fairchild.  If  the  silver  was  in  actual  circulation  f 

Mr.  FowLBR.  Yes. 

Mr.  Fairchild.  No. 

Mr.  FowxER.  Yon  think  the  silver  would  be  shipped  in  more  readily 
than  the  certificates  t 

Mr.  Fairchild.  I  think  more  silver  will  remain  in  circulation  in 
this  country  if  we  permit  this  circulation  to  be  in  certificates  rather 
than  in  actual  coin.  I  may  be  wrong  about  that,  but  I  base  my 
opinion  on  my  experience  in  the  Treasury,  where  I  tried  the  experiment 
and  saw  what  the  result  was.  T  think  that  our  people  have  the  habit 
of  carrying  paper  money  in  their  pockets,  and  where  they  would  carry 
950  in  silver  in  the  form  of  certificates,  they  would  not  carry  $10  in 
coin. 

Mr.  Fowler.  When  a  man  carries  $50  he  doesn't  carry  it  in  ones, 
twos,  and  fives,  but  he  carries  it  in  tens  and  twenties. 

Mr.  Fairchild.  Ko;  I  have  $50  in  my  pocket  now  in  5  dollar  bills. 

Mr.  Fowler.  That  is  unusual. 

Mr.  Fairchild.  No;  I  never  get  any  thing  but  that — $50  in  that,  and 
every  dollar  in  that  is  silver,  too.  I  could  not  have  that  amount  if  it 
was  in  silver  dollars. 

Mr.  Fowler.  But  you  would  have  it  if  we  had  the  silver  up  to  $10 
in  coin  and  above  that  in  bills.  It  would  be  less  bulky  than  that.  Why 
couldn't  you  carry  five  tens  instead  of  ten  fives  t 

Mr.  Fairchild.  Simply  because  when  you  begin  to  get  it  above  $10 
it  is  lying  in  the  vaults  of  banks  and  is  in  a  position  to  draw  gold  from 
the  Treasury  or  to  be  paid  into  the  Treasury.  When  it  is  in  this  form, 
such  as  I  have,  it  is  in  a  convenient  form. 

experience  with  the  SHERMAN  NOTES. 

We  had  that  experience  with  the  Sherman-law  notes.  When  they 
were  first  issued  at  the  custom-house  in  New  York  there  were  about  95 
per  cent  of  the  receipts  in  gold.  Those  Sherman  notes  were  paid  out 
in  the  city  of  New  York  to  pay  for  the  silver  bullion.  They  were  in 
denominations  of  not  less  than  $100,  owing  to  the  lack  of  facilities  in 
the  Bureau  of  Engraving  and  Printing,  and  for  some  time  they  paid  them 
all  in  denominations  of  not  less  than  $100.  Of  course  they  all  went  into 
the  banks.  The  banks  could  not  use  100-dollar  notes  with  many  of 
their  customers,  and  so  they  were  turned  over  to  the  importers  who 
wanted  to  pay  duties,  and  went  straight  back  into  the  custom-houses. 
You  will  find  from  day  to  day  a  diminution  in  the  revenues  of  the  Gov- 
ernment in  gold,  its  place  almost  to  a  fraction  of  1  per  cent  being  taken 
by  these  large  Sherman  notes.  When  they  began  to  issue  them  in  small 
denominations  the  receipt  of  the  Sherman  notes  began  diminishing 
again,  carrying  out  my  theory  that  they  went  into  the  pockets  of  the 
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people,  and  were  not  turned  back  on  the  Oovernroent  as  they  were 
when  in  big  denominations.  Therefore  I  advocate  silver  in  small 
denominations  for  the  purpose  of  keeping  it  in  the  pockets  of  the  people, 
not  causing  an  undue  demand  on  the  Government  for  its  redemptioa 
or  an  undue  payment  to  the  Government  of  it.  I  have  based  that  on 
the  experience  I  have  had* 

Furthermore,  in  1885,  when  I  was  in  the  Treasury,  we  had  aboot 
$94,000,000  free  silver  that  belonged  to  the  Government,  against  which 
there  were  no  certificates  outstanding.  The  country  would  not  absorb 
it.  Kearly  all  our  principal  funds  were  in  the  form  of  silver,  and  we 
were  afraid  we  would  not  be  able  to  give  the  people  the  choice  as  to 
what  money  they  should  take^  that  we  would  have  to  give  them  silver, 
and  that  it  would  go  to  a  discount.  So  Mr.  Manning,  the  Secretary, 
ceased  reissuing  one  and  two  dollar  greenbacks,  and  people  had  to  use 
the  silver  dollars  for  ones  and  twos. 

Mr.  FowLBB.  That  worked,  did  it  notf 

Mr.  Faibohild.  We  found  the  silver  diminishing  under  that,  but  we 
were  making  $2,000,000  a  month  of  it  under  the  Bland  Act  We 
seemed  after  a  time  to  reach  the  limit,  and  our  stock  began  to  accu- 
mulate again,  and  then — I  was  Acting  Secretary  of  the  Treasury  then— 
I  got  Congress  to  permit  the  issuance  of  silver  certificates  in  denomina- 
tions of  less  than  $10.  The  law  before  that  did  not  permit  silver  cer- 
tificates to  be  issued  in  denominations  less  than  $10,  so  I  issued  $5  and 
$2  and  $1  silver  certificates.  Almost  immediately  our  stock  of  silver 
began  to  diminish,  showing  that  the  people  would  carry  them  in  the  cer- 
tificate form  when  they  could  not  carry  them  in  the  coin  form^  and  from 
that  time  forth  to  the  end  of  the  Bland  Act  the  whole  amount  of  coinage 
appeared  in  the  form  of  less  than  $10  notes,  and  a  large  portion  of  the 
certificates  above  $10  that  had  been  in  the  Treasury  was  reduced,  and 
the  condition  of  things  came  about  where  the  Treasury  owned  very  little 
silver.  So  this  plan  was  based  on  these  experiences  within  my  own 
knowledge. 

Mr.  Spalding.  I  made  a  statement  here,  if  I  remember  rightly,  that 
the  national  banks  had  no  power  to  purchase  notes.  [See  page  233.] 
That  statement  seems  to  have  been  questioned,  so  I  went  to  the  law 
library,  and  I  will  introduce  Fifty-second  Maryland,  1879,  one  of  the 
leading  cases  on  that  question.    I  will  read  only  the  syllabus: 

A  natioDal  bank  has  no  authority  nnder  the  banking  act  to  iiisae  its  funds  in  poi- 
chasing  notes,  and  can  acquire  no  title  thereto. 

Mr.  Johnson.  I  want  to  add  that  there  are  a  couple  of  Minnesota 
cases  which  decide  the  same  way,  and  also  one  case  which  decides 
directly  the  opposite.  Those  are  set  out  in  the  report  of  the  Comptroller 
of  the  Currency  for  this  year  in  his  digest  of  national-bank  decisions. 
The  national-bank  act  itself  confers  the  power  on  national  banks  to 
discount  paper. 

OHEAP  OUBBENOT. 

Mr.  Fowler.  Mr.  Fairchild,  Mr.  Brosius  questioned  you  in  regard  to 
the  cost  of  currency  to  a  bank.  Is  it  not  true  that  that  currency  secured 
by  Government  bonds  is  paid  for  in  advance,  while  the  other  currency 
is  paid  for  when  it  is  returned  for  redemption.  Both  are  paid  for  in  the 
same  way.    That  is  the  only  difference,  is  it  nott 

Mr.  Fairohild.  I  think  so. 

Mr.  FowLEB.  Two  per  cent  bonds  as  a  basis,  with  no  tax  on  cur- 
rency, is  cheaper  currency  than  capital  without  bonds,  is  it  notf 

Mr.  Faibohild.  Where  they  get  2  per  ceutt 
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Mr.  FowuBB.  Yes;  get  an  equal  amount.  It  is  cheai>er  currency 
than  currency  without  the  bonds  f 

Mr.  Faibgheld.  It  is  more  profitable. 

Mr.  FowXiEE.  The  rates  of  interest  in  Canada  range  only  from  5 
to  7  per  cent  between  its  cities  and  country  districts,  where  the  dis- 
pari^  in  the  conditions  is  as  great  as  here.  Is  it  not  clear,  then,  that 
the  Canadian  system  has  equalized  rates  o£  interest  throughout  the 
Dominion  f 

Mr.  Bbosius.  Has  tended  to  do  so,  you  mean. 

Mr.  FowLEB.  Practically  equalized  the  rates  of  interest  throughout 
Canada f 

Mr.  Faxbohild.  We  all  believe  that  they  have  tended  to  do  so. 

Mr.  FowLEB.  Is  it  not  a  fact  that  the  rates  of  interest  in  the  United 
States  range  all  the  way  from  1  per  cent  on  call  in  New  York  to  36  per 
cent  in  some  of  our  most  distant  districts f 

Mr.  Faibohild.  I  believe  they  do. 

Mr.  FowiiEB.  I  mean  in  different  parts  of  the  country. 

Mr.  Spalding.  All  other  things  being  equal  f  No;  they  do  not  differ 
that  much. 

Mr.  Bbositjs.  Some  pawnbrokers  charge  2  per  cent  a  week. 

Mr.  FowLEB.  I  am  speaking  of  bank  loans. 

Mr.  Hill.  I  do  not  believe  a  bank  ever  loans  at  30  per  cent  in  any 
part  of  the  country. 

Mr.  FowLEB.  The  cost  of  secured  currency  depends  upon  the  pre- 
mium and  the  tax  upon  circulation,  does  it  not! 

Mr.  FAmcHiLD.  Certainly. 

Mr.  Johnson.  Under  what  system  f 

Mr.  FowLEB.  Under  any  system.  The  cost  of  the  bond-secured  cur- 
rency depends  upon  the  cost  of  bonds,  or  the  difference  between  the 
amount  issued  and  the  premium.  That  would  be  between  90  and  the 
present  value  of  the  bonds  and  the  tax  that  the  currency  bears,  would 
it  notf    That  would  be  the  cost  of  that  currency,  would  it  nott 

Mr.  Faibohild.  I  think  so. 

Mr.  FowLEB.  A  tax  on  credit  currency  or  a  currency  based  on  assets 
may  be  high  enough  to  make  it  more  expensive  than  our  present  system, 
may  it  notf 

Mr.  Faibohild.  Yes,  sir. 

Mr.  Fowleb.  So  costless  currency  is  a  mere  myth! 

The  Ghaibman.  Do  you  assent  to  thatf 

Mr.  Faibohild.  I  do  not. 

Mr.  Fowx^b.  Mr.  Walker's  hypothesis  in  regard  to  what  currency 
might  cost  or  might  not  cost  is  based,  is  it  not,  upon  whatever  margins 
of  security  are  required  by  law  and  whatever  taxes  are  imposed  on  the 
circulation  f 

Mr.  Faibohild.  Why  not  ask  Mr.  Walker! 

Mr.  Fowleb.  The  cost  of  any  currency  depends  entirely,  does  it  not, 
upon  the  burdens  that  are  thrown  upon  the  capital  in  some  form  or 
other,  and  the  cost  of  currency  of  any  bank  is  based  entirely  upon 
whatever  burdens  are  thrown  on  the  capital  of  that  bankf 

Mr.  Faibohild.  I  should  think  so. 

Mr.  Fowleb.  Bonds  at  2  per  cent  would  hardly  be  at  a  premium ; 
would  they! 

Mr.  Faibohild.  They  are  not  now. 

Mr.  Fowleb.  They  would  hardly  be  at  a  premium  at  any  future 
time,  would  theyf 

Mr.  Faibohild.  Oh,  I  do  not  know.    I  can  not  guess  about  that. 
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Mr.  Fowler.  They  would  not  if  they  were  subject  to  call  by  the 
Government? 

Mr.  Fairohild.  It  would  depend  upon  the  condition  of  premium  of 
Government  resources. 

Mr.  Fowler,  If  they  were  subject  to  call  the  probability  is  that  a 
bond  would  not  be  at  a  premium  at  2  per  centf 

Mr.  Fairchild.  The  probability  is  that  it  would  not. 

Mr,  Fowler.  'J'he  Comptroller  of  the  Currency  to  day  is  virtually 
the  sole  arbiter  of  the  banking  situation,  so  far  as  banks  may  be  started 
or  rules  may  be  established  for  the  control  of  banking,  is  he  notf 

Mr,  Fairchild.  I  believe  so. 

Mr.  Fowler.  If  your  bill  should  become  a  law,  is  it  your  belief  that 
practically  all  State  banks  will  avail  themselves  of  its  privileges? 

Mr.  Fairchild.  That  was  the  belief  of  some  of  those  who  are  familiar 
with  State  banks — ^that  a  large  number  of  them  would  avail  themselves 
of  it. 

Mr.  FovTLER.  If  they  should,  there  would  be  under  the  control  of  the 
Comptroller  8,000  banks,  approximately? 

Mr.  Fairchild.  Yes. 

BRANCH  BANES. 

Mr.  Fowler.  With  present  assets  amounting  to  about  $7,000,000,000? 
You  remarked  yesterday  that  you  thought  a  branch  should  not  be 
started  unless  a  certain  addition  was  made  to  the  capital,  stating  that 
it  ought  to  be  the  same  amount  that  would  be  necessary  to  start  an 
independent  bank  in  the  place  where  the  proposed  branch  was  to  be 
established. 

Mr.  Fairchild.  That  is  a  mere  suggestion  of  mine,  that  they  shonld 
have  no  more  branches  than  their  capital  would  suffice  to  start  baukB 
in  the  places  where  they  proposed  to  start  branches. 

Mr.  Fowler.  If  they  were  independent  banks? 

Mr.  Fairchild.  If  they  were  independent  banks;  yes. 

Mr.  Fowler.  But  do  you  not  know  that  it  is  generally  considered 
that  the  increase  of  the  capital  of  the  larger  banks  need  not  be  over 
one-half  that  amount,  and  usually  not  more  than  one-third  of  what  it 
would  have? 

Mr.  Fairchild.  Your  last  question  is  based  on  a  misunderstanding 
of  my  answer  to  your  first  one.  I  did  not  speak  of  the  increase.  A 
bank  with  a  million  dollars  in  capital  under  this  bill  might  have  25 
branches  on  the  $25,000  plan. 

Mr.  Fowler.  i3ut,  as  I  understood  your  proposition  yesterday,  yon 
do  not  believe  that  it  is  wise  to  have  a  branch  started  by  the  large 
bank  unless  the  capital  of  that  bank  is  increased  by  as  much  as  it 
would  really  make 

Mr.  Fairchild.  That  was  not  what  I  said.  Your  question  sho^s 
there  was  a  misapprehension  of  my  answer. 

GOLD  REDEMPTION. 

Mr.  Fowler.  The  purpose  of  your  bill  is  to  secure  gold  redemption 
of  all  the  notes  passing  throngh  the  Government,  is  it  not? 

Mr.  Fairchild.  That  is  one  of  the  pur|K)ses. 

Mr.  Fowler.  That  is  the  theory  of  it— that  that  is  gold  redemption, 
I  mean. 

Mr.  Fairchild,  Yes. 

Mr.  Fowler.  But,  as  was  stated  here  this  morning  by  Mr.  Mitchell^ 
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in  reading  from  the  Ohronicle,  no  private  individaal  can  demand  gold, 
can  he,  upon  presenting  a  note  to  the  bank? 

Mr.  Faibohild.  He  can  demand  lawM  money. 

Mr.  FowLEB.  And  that  may  be  silver,  or  it  might  be  a  certificate  or 
a  greenback,  or  it  might  be  a  Treasury  note  or  subsidiary  silver,  and 
they  could  pay  him  what  they  pleased? 

Mr.  Faibohild.  They  could  not  pay  him  subsidiary  coin. 

Mr.  Fowlbb.  Except  within  the  limit  Do  you  not  think  that  such 
a  discrimination  against  the  private  citizen  would  be  resented  by  the 
people,  and  the  measure  repudiated  by  them  because  of  such  dis- 
crimination? 

Mr.  Faibohild.  I  do  not. 

Mr.  FowLEB.  Your  bill  provides,  does  it  not,  that  all  primary  and 
current  redemption  shall  be  through  the  United  States  Treasury  and 
subtreasuries? 

Mr.  Faibohild.  And  at  the  banks. 

Mr.  FowLEB.  Yes;  and  at  the  banks.  Is  not  one  of  the  great  evils 
against  which  we  are  now  trying  to  legislate,  the  congesting  of  money 
at  the  centers? 

The  Ohaibman.  Paper  money. 

Mr.  FowLEB.  Is  not  that  correct?  Is  not  that  one  of  the  great  evils 
to-day,  the  drifting  of  money  from  the  outlying  districts  to  the  centers, 
and  the  congestion  there  inducing  speculation? 

Mr.  Faibohild.  Well,  I  do  not  think  that  we  are  trying  to  legislate 
in  regard  to  that.  In  our  bill  we  are  l^ing  to  give  more  natural  condi- 
tions, and  possibly  the  outcome  of  that  will  be,  as  we  believe,  a  better 
distribution  of  the  loanable  capital. 

Mr.  FowLBB.  Do  you  not  think  that  the  tendency  after  including 
the  credit  currency,  and  still  having  it  redeemed  through  the  United 
States  Treasury,  would  be  to  aggravate  the  present  situation? 

Mr.  Faibohild.  I  do  not. 

Mr.  FowLEB.  You  do  not  think,  then,  that  this  bill  aggravates  that 
condition — makes  the  condition  worse? 

Mr.  Faibohild.  No;  I  think  it  makes  it. better. 

Mr.  FowLEB.  National  banks  generally  have  a  reserve  largely  in 
excess  of  the  requirements,  do  they  not? 

Mr.  Faibohild.  No. 

Mr.  FowLEB.  Is  not  that  true  to-day? 

Mr.  Faibohild.  Ny ;  not  much.  It  is  a  little  larger  than  required, 
but  very  little. 

Mr.  FowLEB.  I  will  reserve  the  right  to  insert  the  amount. 

Mr.  Faibohild.  It  is  a  very  slight  thing. 

Mr.  FowLEB.  Then  they  might  hold  a  large  amount  of  these,  or  such 
an  amount  as  exceeded  their  reserves? 

Mr.  Faibohild.  They  can  not  hold  them  in  their  reserves. 

Mr.  Fowlbb.  By  so  much  as  they  exceeded  their  reserves  they  could 
hold  them  in  these  notes  and  present  them  in  any  given  quantity  at  any 
time  to  the  Oovernment? 

Mr.  Faibohild.  Yes. 

Mr.  Fowlbb.  Then  do  you  not  think  those  wanting  gold  would 
largely  provide  themselves  through  the  use  of  these  notes? 

Mr.  Faibohild.  No;  I  do  not  think  they  would.  I  think  that  when 
auybody  wanted  gold  he  would  make  people  pay  their  debts.  If  it  was 
a  bank  that  he  had  a  deiK>sit  in,  he  would  draw  on  that  deposit.  That 
would  be  payment  of  that  debt,  and  he  would  get  whatever  that 
bank  paid  him  or  chose  to  pay  him.    Under  our  system,  if  that  was  in 
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operatiou,  it  would  pay  bim  gold  if  he  wanted  gold  for  exportation 
every  time.  If  he  wanted  gold  they  would  not  give  him  greenbacks, 
and  they  would  not  give  him  silver  or  anything  else,  but  would  give 
him  gold. 

The  Ohajbman.  Do  they  not  do  that  tb-dayl 

Mr.  Faibchild.  No:  they  give  him  greenbacks  very  often. 

Mr.  FowLBB.  Mr.  Fairchild,  if  there  was  a  pressure  on  and  the 
banks  were  nursing  their  gold  reserves,  and  they  should  get  hold  of 
these  notes,  would  they  not  then  do  what  you  say  they  now  do— give 
these  or  greenb^icks  instead  of  goldf 

Mr.  Faibchild.  Of  course,  if  they  had  to  give  gold,  they  would  use 
the  things  in  their  possession  that  called  for  gold,  and  you  can  not  get 
away  from  the  position  that  if  the  banks  issue  notes  payable  in  gold, 
tUey  have  to  redeem  those  notes  in  gold,  and  there  is  no  getting  away 
irom  that.  There  is  no  way  that  you  can  regulate  this  gold  by  any 
legerdemain.  There  is  no  need  for  considering  it,  in  my  judgment.  It 
will  take  care  of  itself! 

Mr.  FowLEB.  But  have  you  not  said,  and  otliers  of  your  commission 
said,  that  the  city  banks  would  issue  little  or  no  currency  under  your 
bill! 

Mr.  Faibchild.  I  believe  the  city  banks  would  issue  more  than  tliey 
do  now,  but  of  course,  not  so  much  as  the  country  banks,  because  the 
customers  of  the  city  banks  do  not  call  for  notes. 

Mr.  FowLEB.  You  have  also  said,  have  you  not,  that  the  currency 
would  be  iSv««ued  by  the  country  banks  almost  entirely! 

Mr.  Faibchild.  I  think  a  very  large  percentage  of  it  would  bo  issued 
by  the  country  banks  as  now. 

Mr.  FowLEB.  Then  under  a  pressure,  the  burden  of  supplying  the 
gold  would  fall  on  the  country  banks,  would  it  not! 

Mr.  I^'aibchild.  I  do  not  think  it  would. 

Mr.  FowLBB.  Do  you  not  think  it  ought  to  fall  directly  on  the  great 
commercial  centers  of  the  country! 

Mr.  Faibchild.  No;  I  think  the  burden  would  fall  on  anyone  who 
owed,  and  you  can  not  heli)  it.  You  can  not  put  the  burden  on  the 
great  city  banks,  or  the  country  banks,  or  anything  else,  and  the  bur- 
den on  the  country  banks  for  gold  through  their  notes  will  be  a  very 
small  thing.  The  relations  of  the  country  banks  with  the  city  banks 
would  be  probably  far  more  in  the  way  of  loans  to  them  (the  country 
banks)  and  things  of  that  kind,  discounts  and  accommodations,  than 
would  come  through  the  collection  of  debts.  The  bank  note  is  not 
the  thing  that  will  draw  the  gold,  or  have  the  great  call  upon  it  in 
this  question  of  exportation  of  gold.  It  is  the  deposits  in  those  banks. 
Of  course,  when  you  come  to  the  last  resort,  everybody  who  owes  gold 
has  got  to  pay  it;  but  you  will  find  that  all  things  balance  themselves. 

Mr.  Fowleb.  Do  you  not  think  that  the  result  of  equalizing  the 
burdens  over  the  entire  field  and  bringing  the  greatest  demand  on  the 
center,  where  it  ought  to  be,  would  be  better  conserved  by  decentral- 
izing the  currency  and  having  redemption  districts  than  by  having  it 
all  tend  to  New  York  ! 

Mr.  Faibchild.  It  would  all  tend  to  New  York.  You  can  not  help 
bank  currency  tending  to  New  York  to  a  considerable  extent.  You 
can  not  help  it  as  long  as  New  York  is  the  financial  center  of  the  coun- 
try. People  are  going  to  be  transmitting  funds  there,  and  will  do  it  in 
the  most  convenient  way,  and  if  bank  notes  are  most  convenient,  they 
will  transmit  bank  notes.  So,  today,  bank  notes  come  to  New  York 
under  a  perfectly  natural  condition,  and  1  do  not  believe  by  any  device  of 
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legislation  yoa  can  cure  that,  or  ought  to  attempt  to  cure  it.  I  believe 
you  will  only  make  disturbance. 

Mr.  FowLSR.  What  does  the  present  annual  redemption  of  bank 
notes  amount  to? 

Mr.  Fairohild.  We  had  it  here  the  other  day. 

Mr.  Fowler.  $70,000,000. 

current  redemption. 

Do  you  not  think  that  credit  currency  would  be  returned  more 
frequently  to  the  bank  of  issue  than  silver  currency  t 

Mr.  Fairohild.  No. 

Mr.  Fowler.  You  do  not  think  it  ought  to  go  around  any  more 
i-apidly  t 

Mr.  Fairohild.  I  do  not  think  that  is  a  thing  we  have  anything  to 
do  with. 

Mr.  Fowler.  Mr.  Fairchild,  what  is  the  average  life  of  a  Scotch  note! 

Mr.  Fairohild.  Two  or  three  months,  I  think. 

Mr.  Fowler.  Nine  days,  is  it  not  I 

Mr.  Fairohild.  I  do  not  know. 

Mr.  Fowler.  What  was  the  life  of  a  note  under  the  Suffolk  system  f 

Mr.  Fairchild.  I  do  not  know.  I  do  not  remember.  We  have  had 
all  that  stated  here. 

Mr.  Fowler.  About  ten  times  a  year,  was  it  not,  or  36  days! 

Mr.  Fairchild.  I  think  so. 

Mr.  Fowler.  That  would  make  thirty-six  days.  Have  you  studied 
the  Imperial  Bank  system  on  this  question  f 

Mr.  Fairchild.  I  know  the  redemptions  are  more  frequent  than 
with  us. 

Mr.  Fowler.  I  have  a  chart  here  showing  the  movement  of  currency 
in  the  Imperial  system.  It  starts  with  one  hundred,  and  I  think  their 
limit  is  less  than  one  hundrecl  millions,  and  it  varies  from  30  to  about 
35  per  cent.  On  that  basis  they  would  have  a  life  of  about  ninety  days. 
jyo  yon  not  think  the  counterpart  of  a  sound  system  of  credit  currency 
is  the  constant  return  of  those  notes  to  the  bank  of  issue  for  their 
X>ayment  and  reissue  or  retirement? 

Mr.  Fairchild.  I  do.  I  think  every  facility  ought  to  be  offered 
tiiat  would  return  them  when  anybody  wanted  them. 

Mr.  Fowler.  The  present  national  and  State  bank  capital  amounts 
to  about  $800,000,000.  If  credit  currency  to  this  amount  should  be 
circulated,  and  the  circulation  should  be  as  often  as  the  Impeiial  notes, 
there  would  be  $3,000,000,000  go  into  the  United  States  Treasury  every 
year,  would  there  not? 

Mr.  Fairchild.  I  should  suppose  so. 

Mr.  Fowler.  So  you  think  it  is  advisable  to  have  such  redemptions 
going  through  the  United  States  Treasury  instead  of  in  the  localities 
where  the  notes  are  created? 

Mr.  Fairchild.  I  do  not  think  th^e  is  any  objection  to  that. 

Mr.  Fowler.  It  is  not  your  opinion,  then,  that  this  vast  amount  ot 
corrency  issued  by  the  banks,  leaving  the  territory  where  it  originates 
and  going  through  the  United  States,  would  tend  to  congest  currency 
in  New  York,  where  the  redemption  would  take  place,  and  denude  the 
territory  from  which  the  notes  come? 

Mr.  Fairchild.  I  think  not.  We  had  in  our  minds  that  there  should 
be  the  greatest  possible  amount  of  redemption,  and  after  consulting 
the  Treasury  people,  it  seemed  to  us  at  the  outset,  after  the  redemp- 
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tion  took  place  at  the  Treasury  and  at  the  snbtreasuries,  that  it  prob- 
ably woald  be  sufficient.  I  thought  that  it  would  be  well  to  have 
redemptions  at  the  banks  in  various  cities,  but  on  consultation  with  the 
Treasury  people  it  did  not  seem  quite  practicable  to  start  that  at  tbe 
outset;  it  seemed  that  it  would  be  too  much  of  a  change  from  the  habit 
that  the  people  now  had,  and  would  not  be  accepted. 

Another  question  considered  was  whether  we  would  permit  banks  to 
pay  out  any  bank  notes  but  their  own  over  their  own  counters.  I 
myself  was  in  favor  of  not  permitting  them  to  pay  out  any  notes  bat 
their  own.  Then  that  would  tend  to  a  most  rapid  redemption  of  any- 
thing else. 

Mr.  FowLBR.  It  is  a  question  whether  that  would  not  be  too  rapid. 

Mr.  Fairchild  having  concluded  his  statement,  upon  motion  of  Mr. 
Brosius,  a  vote  of  thanks  was  unanimously  extended  to  him  for  his 
courtesy  in  coming  before  the  committee  and  for  the  information  which 
he  had  fornished  the  committee. 

[Thereupon,  at  1.10  p.  m.,  the  committee  took  a  recess  until  2  p.  m. 

The  committee  having  reassembled,  Hon.  Lyman  J.  Gage,  Secretary 
of  the  Treasury,  appeared  before  the  committee.] 

STATEMEBT    OF    HON.    LYKAN   J.    GAGE,    SECRETAET  OF  THB 

TSEA8UET— Ckmtinned. 

The  Ghaibman.  A  question  was  raised  as  to  the  form  of  your  state- 
ment, Mr.  Secretary,  as  to  the  exchange  of  bonds,  and  if  you  would 
like  to  make  the  form  any  clearer  we  would  be  pleased  to  have  you  do  so. 

Secretary  Oagb.  I  think  I  can  make  the  answer  sufficiently  explicit. 
I  made  a  reply  to  a  question  that  was  asked  some  time  since  in  which 
I  said  that  the  dollars  and  cen^  paid  out  by  a  government  for  principal 
and  interest  in  the  exchange  of  2^  per  cent  b[>nds  proposed  for  the  4 
per  cent  bonds  outstanding  are  exactly  the  same,  meaning  by  this  that 
there  would  be  neither  loss  nor  gain  to  the  Government  in  the  exchange, 
nor  to  the  holders  of  the  4  per  cent  bonds. 

The  chairman  calls  my  attention  to  the  fact  that  there  might  be  a  little 
variation,  and  so  for  the  literal  accuracy  of  my  statement  perhaps  I 
should  amend  it  by  saying  now  that  the  exchange  of  the  proposed 
bonds  for  the  present  bonds,  as  shown  in  the  table  which  is  herewith 
submitted,  is  made  upon  such  a  basis  that  there  will  be  neither  gain 
nor  loss  on  either  side,  time,  interest,  and  length  of  periods  of  bonds 
being  taken  into  the  question.  It  is  true  that  the  aggregate  amount 
of  interest  and  principal  paid  will  not  be  the  same  in  every  case,  bat 
allowance  being  made  for  tbe  difference  in  annual  interest  charges, 
interest  on  interest,  and  the  time  the  bonds  have  to  run,  there  will  no 
choice  between  the  two,  the  exchange  being  considered  as  an  invest- 
ment operation. 

PARITY  OF  THE  METALS. 

Mr.  Newlands.  Mr.  Secretary,  if  we  should  retire  all  the  silver 
which  is  now  in  circulation  and  double  the  amount  of  silver  in  the  sil- 
ver dollar,  so  that  in  place  of  about  $500,000,000  of  silver  we  would 
have  $250,000,000  only,  each  dollar  composed  of  double  the  weight  in 
silver,  would  that  be  a  short  way  of  restoring  the  parity  t 

Secretary  Gage.  Of  restoring  f 

Mr.  Nbwlands.  Kot  of  restoring,  but  creating  a  parity  between  gold 
and  silver? 
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Secretary  Gage.  Yes;  it  would  go  far  toward  it. 

Mr.  Nbwlands.  What  would  be  the  result  of  doing  tliatf 

Secretary  Gage.  Well,  I  think  yon  would  want  a  little  something 
else.  Perhaps,  with  such  a  state  of  affairs,  this  kind  of  an  influence 
that  you  look  to  here  would  be  sufficient,  or  the  (xovernment  guaranty, 
but  some  influence  that  would  give  substantial  surety  that  if  fluctua- 
tion continued  the  parity  would  still  be  protected. 

Mr.  I^BWLANDS.  You  think  some  protection  would  have  to  be  pro- 
vided against  a  further  fall  in  the  market  value  of  silver? 

Secretary  Gage.  I  think  so. 

Mr.  Nbwlands.  What  efifect  would  it  have  upon  the  general  busi- 
ness of  the  country  if  $500,000,000  of  silver  were  retir^  gradually, 
and  $250,000,000  of  double  the  weight  in  metal  were  put  in  circulation 
in  their  place  f 

Secretary  Gage.  I  think  that,  in  connection  with  some  system  of 
banking,  where  paper  currency  could  be  made  to  All  up  the  difference, 
there  would  be  no  harm  done. 

Mr.  Newlands.  In  your  judgment  it  would  be  necessary  to  provide 
some  kind  of  currency  to  make  up  the  difference  in  the  number  of 
dollars  f 

Secretary  Gage.    I  think  it  would  be  necessary. 

Mr.  Newlands.  And  you  think  that  could  be  accomplished  through 
a  bank  currency  f 

Secretary  Gagb.  I  do. 

Mr.  Nbwlands.  Do  you  think  that  this  question,  as  to  the  rela- 
tive quantities  of  silver  and  gold,  the  relative  production  of  silver 
and  gold,  and  the  probabilities  in  the  future  of  increased  production 
of  silver  as  compared  with  gold,  has  been  sufficiently  studied  by  any 
organized  body  of  men  in  this  country  during  the  last  three  or  four 
years! 

Secretary  Gagb.  No  ;  I  do  not  think  those  questions  have  been 
studied  as  much  as  they  ought  to  have  been. 

Mr.  Nbwlands.  Do  you  not  t^iink  that  it  would  be  a  wise  thing 
to  have  a  commission  that  would  look  into  that  question,  contempora- 
neomsly  at  least,  with  a  commission  to  look  into  the  question  of  increased 
banking  facilities  f 

Secretary  Gage.  I  think  that  might  be  advisable;  but  what  we  burn 
for  most  is  that  in  the  waiting  process  and  looking  around  process  we 
do  not  tumble  off  the  platform  on  which  we  are  now  conducting  all  our 
eommercial  and  industrial  operations  on  to  another  platform  lower  down 
wbicli  involves,  in  my  belief  and  in  the  belief  of  so  many  people,  and 
la  certainly,  therefore,  worthy  of  some  consideration — a  fall  which  would ' 
produce  a  shock  that  would  break  the  financial  bones  of  all  those  now 
engaged  in  great  commercial  business. 

Mr.  NBWLAin>s.  Mr.  Secretary,  I  And  but  few  men  among  all  the 
intelligent  advocates  of  silver  or  bimetallism  who  are  not  as  anxious  as 
yoa  are  to  maintain  the  parity  between  the  two  metals.  They  differ  as 
to  the  methods.  They  insist  that  its  increased  use  will  insure  values, 
so  that  the  market  value  of  the  silver  dollar  will  be  equal  to  the  coinage 
valae.  You  fear  that  can  not  be  accomplished,  owing  to  the  increased 
production  and  dimished  use  of  silver  by  the  civilized  world.  Now,  the 
common  purpose  being  to  establish  a  parity,  and  while  it  is  impossible, 
apparently,  to  settle  the  questions  that  are  now  disturbing  us  as  to  a 
maintenance  of  that  parity  by  a  redemption  in  gold,  would  it  not  be  a 
wise  tbing  to  have  some  organized  body  of  intelligent  men  who  would 
consider  this  other  question  contemporaneously  as  to  how  the  compar- 
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ative  market  value  with  coinage  value  can  be  asBerted  and  maintained; 
whether  at  the  existing  ratio  or  a  lower  ratio. 

Secretary  Gage.  I  Uiink  so;  yes,  sir. 

Mr.  Nbwlands.  Would  that  not  solve  a  good  many  difficulties  that 
are  distracting  us  all  now?  Might  not  sadi  a  body  of  men— patriotic 
men — shape  some  solution  that  would  avoid  all  the  distraetiQnB  of  the 
present  discussion  t 

Secretary  Gage.  I  think  it  is  worth  trying.  I  think  it  is  a  most 
important  thing  to  give  in  the  meantime  assurance,  as  I  have  said,  that 
while  we  wait  we  do  not  go  to  ruin. 

[Therepon,  the  hearing  having  been  concluded,  the  committe  ad- 
journed.] 

FIRST  DAY,  JANUARY  12,  1898. 

[In  order  that  Mr.  Fairchild's  statement  may  be  presented  in  con- 
tinuity, statements  of  other  gentlemen  are  made  to  follow  the  close  of 
Mr.  Fairchild's  remarks  on  January  20. 

Mr.  Fairchild  suspended  his  statement  to  allow  Mr.  Bush  to  be  heard.] 

STATEMENT  OF  MB.  T.  G.  BUSH,  OF  ALABAMA,  A  MEMBEB  OF  THE 

MONETABY  COMMISSION. 

Mr.  Bush  said: 

Mr.  Chairman  and  gentlemen  of  the  committee,  in  accordance  with 
the  suggestion  of  the  chairman,  I  would  state  first  that  my  home  is 
in  Anniston,  Ala.  If  it  would  give  me  any  better  standing  before  the 
committee  I  would  first  say  that  I  am  a  farmer,  and  to  some  others 
I  would  say  that  I  am  a  merchant,  and,  to  suit  others,  that  I  am  a 
nianufacturer,  and  to  others — ^if  it  would  not  create  a  too  great  preju- 
dice in  their  minds — that  1  am  manager  of  a  railroad.  But  I  hope  I 
can  commend  myself  by  saying  that  the  portion  of  the  State  in  which  I 
live  borders  close  on  the  district  of  my  friend  from  Tennessee,  Mr.  Cox. 
I  had  hoped  to  relieve  you  of  the  burden,  Mr.  Chairman,  of  any  remarks 
from  me  on  this  subject.  I  tried  most  earnestly  by  wire  to  get  our  dis- 
tinguished chairman  to  excuse  me,  but  he  declined  to  do  so. 

I  would  not  undertake,  of  course,  to  go  into  any  detailed  discussion 
of  this  subject  from  the  beginning.  If  you  desire  me  to  do  so,  I  would 
say  that  the  gentlemen  who  have  preceded  me  have  spoken  my  speech 
on  that  subject,  although  I  do  not  say  that  I  prepared  their  remarks 
for  them. 

I  accepted  service  on  this  so-called  Monetary  Commission  because  I 
was  persuaded  to  believe  that  I  could  in  some  sense  do  a  public  duty 
and  might  be  of  some  benefit  to  the  people  among  whom  it  is  my  pleasure 
to  live. 

I  was  convinced  by  the  origin  of  the  convention  which  created  this 
commission  that  some  action  looking  toward  remedying  the  tro.ubles 
and  evils  that  attend  our  finances  is  a  necessity — a  public  necessity— 
and  I  am  convinced  that  it  is  a  popular  movement,  because  I  have  seen 
it  stated  that  each  member  of  this  committee  has  a  bill  of  his  own  on 
this  subject.  Consequently  I  feel  that  the  commission  is  not  alone  in 
pressing  this  on  the  public  mind,  and  if  I  mistake  not  there  is  a  grow- 
ing sentiment  which  demands  that  something  shall  be  done. 

I  was  a  little  discouraged  when  I  first  came  to  Washington  to  attend 
the  first  meeting  of  the  commission,  because  I  heard  that  a  distinguished 
gentleman  of  large  experience  in  Congress  and  in  public  matters  had 
said  that  the  average  Congressman  dislikes  very  much  to  tackle  anew 
subject-,  that  he  prefers  lor  safety  to  thrash  out  the  old  ones.    But  I 
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am  convinced  that  there  has  been  a  reformation  in  that  respect,  and  I 
am  convinced  that  there  is  a  growing  sentiment,  even  in  Congress,  that 
something  should  be  done. 

Now,  considering  the  fact  that  there  are  so  many  bills  to  be  consid- 
ered or  to  be  presented  to  this  committee  on  this  subject,  while  the  spirit 
of  arbitration  and  compromise  is  abroad  in  the  laud,  my  suggestion 
wonld  be  to  abandon  all  others  and  accept  that  on  the  line  proposed 
by  the  commission. 

In  all  seriousness,  gentlemen,  I  believe  this — that  the  time  has  come 
when  the  constituents  of  the  members  of  Congress,  and  of  this  Congress 
particularly,  should  rise  to  that  plane  of  patriotism  that  is  above  the 
mere  matter  of  consideration  of  party  interest,  and  the  looking  forward 
to  the  next  election  and  the  mailing  of  seeds  and  so  on,  and  give  their 
attention  honestly  and  fairly  to  what  seems  to  be  the  popular  need.  I 
am  no  prophet  and  I  am  no  politician,  but  I  do  not  hesitate  to  prophesy 
this,  that  it  will  not  bo  to  the  credit  and  the  future  benefit  of  a  political 
party  in  this  Congress,  which  has  the  power  to  pass  measures  to  give 
relief  to  the  financial  interests  of  this  country,  to  fail  to  use  its  utmost 
ability  to  do  so,  and  I  will  also  say  it  will  not  be  to  the  credit  of  any 
party  that  is  in  the  minority  to  put  every  kind  of  obstacle  in  the  way  of 
such  legislation. 

I  believe  that  there  is  a  need;  and  why  do  I  say  that?  It  is  because 
of  the  mere  fact  of  distrust,  the  timidity  of  capital.  Some  one  has 
wisely  said  that  there  is  but  one  thing  more  timid  than  $1,000,000, 
and  that  is  $2,000,000.  I  say  it  is  this  widespread  distrust  that  has 
retarded  our  restoration  to  prosperity  and  retarded  the  development  of 
our  country,  industrially  and  otherwise.  A  very  prominent  business 
man  in  New  York,  a  friend  of  mine,  a  man  of  very  large  means,  said  to 
me  not  long  since,  ^'  I  am  very  sorry  that  you  have  had  anything  to  do 
with  that  commission."  I  said,  "Why!"  He  said,  "You  do  not  want 
to  be  bothered  with  it,  and  besides  that  there  is  no  necessity  of  doing 
anything." 

Now,  that  has  been  one  of  the  troubles.  It  is  going  to  be  one  of  the 
very  troubles  in  this  Congress,  and  if  you  will  pardon  me  for  speaking 
plainly  in  this  matter  there  are  people  to-day^  there  are  men  who  are 
such  great  advocates  of  the  tariff  that  they  want  to  convince  the  world, 
perhaps,  that  there  was  nothing  the  matter  with  the  country  except 
the  tariff,  and  that  if  you  put  on  a  tariff  high  enough  that  will  settle 
everything.  I  do  not  propose  to  discuss  that,  but  whatever  good  it  is 
going  to  do,  it  is  not  going  to  satisfy  the  country  on  this  measure,  just 
because  we  are  living  under  a  system  of  finance  that  is  unsafe,  and  we 
are  treading  constantly  upon  a  volcano. 

This  policy  of  being  indisposed  to  cover  the  roof  of  the  house  when 
the  sun  is  shining  is  all  wrong  in  theory  and  in  practice,  and  you 
gentlemen  that  are  to-day  voting  for  appropriations  for  battle  ships  and 
armored  cruisers  and  torpedo  boats  are  simply  in  time  of  peace  pre- 
paring for  war,  or  adopting  measures  to  avert  war  by  being  strong 
enough  to  protect  the  honor  and  interests  of  this  country.  Conse- 
quently, it  is  proper,  it  is  right,  that  now,  when  matters  are  quiet,  when 
the  sea  is  placid,  that  we  should  arrange  matters  to  enable  us  to 
weather  the  storm. 

It  is  useless  to  discuss  the  question  of  standard  further  than  what 
Las  been  said  about  it,  simply  because  it  is  a  law  to-day  and  will  be  a 
law  until  a  majority  of  the  people  of  this  country  choose  to  make  it 
otherwise.  The  difficulty  I  find  in  discussing  this  subject  with  business 
men  and  others  is  that  they  are  disposed  to  look  at  the  question  of 
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banking  as  entirely  different  from  any  other  business  propositioD.  In 
other  words,  they  are  not  willing  to  apply  to  banking  business  princi- 
ples that  obtain  in  every  other  transaction  of  life. 

Consequently^  they  set  it  off  as  something  by  itself,  to  be  dealt  with 
separately,  to  be  suspicious  of,  and  we  have  finally  come  to  the  position 
where  a  great  many  people  think  that  the  bankers  are  a  class  of  men 
who  are  conspiring  against  the  interests  of  those  who  have  not  money, 
and  that  they  are  trying  to  ruin  the  country.  Now,  let  me  say,  before 
I  go  further  on  that,  that  I  am  not  a  banker,  and  I  do  not  own  any 
bank  stock,  and  right  now,  while  I  am  up  here,  at  least,  I  do  not  want 
to  borrow  any  money  from  any  bank;  so  what  I  shall  say  in  regard  to 
that  is  simply  from  a  plain  business  standpoint. 

FUNCTIONS  OP  GOYERNMBNT. 

Mr.  Fairchild  stated  a  proposition  which  has  long  been  fixed  in  my 
mind,  and  that  is  that  the  people  have  a  wrong  conception  of  the  object 
of  the  Oovernment  in  authorizing  banks  and  issuing  charters.  I  find 
down  in  my  own  State  that  there  is  the  same  opposition  to  the  creation 
of  corporations  of  one  kind  and  another  as  there  is  to  banks.  They 
think  that  the  bank  is  a  little  the  worst,  because  the  banks  have  a  little 
more  money,  perhaps.  The  truth  and  essence  of  the  matter  is  simply 
this,  that  the  people  of  this  country,  assembled  in  their  respective 
legislatures  of  the  various  States,  would  not  make  laws  solely  for  the 
benefit  of  the  capitalists  and  of  the  men  who  have  money  to  invest: 
but  on  the  contrary,  the  result  is  that  by  these  laws  men  of  small 
means  can  get  together  and  combine  their  capital  and  compete  with 
the  man  who  has  large  means. 

As  a  matter  of  fact,  barring  perhaps  some  of  the  large  banks  in 
large  citicB,  the  banks  are  made  up  of  stockholders  of  small  means,  and 
these  banks  are  to- day  far  more  essential  and  more  necessary  for  the 
men  who  want  to  do  business  than  for  the  men  who  establish  the  banks, 
because  a  man  who  has  capital  to  establish  a  bank  can  use  it  otherwise 
and  still  make  as  much  profit,  but  the  man  of  small  means,  who  wants 
to  merchandise  or  engage  in  manufacturing,  must  have  the  benefit  of 
this  accumulated  capital,  which  can  only  be  done  by  the  organization 
of  bulks. 

BANKma  NOT  PROFITABLE. 

As  a  matter  of  fact,  banking  business  has  not  been  profitable.  I 
believe  that  is  one  of  the  reasons  why  I  do  not  want  any  interest  in 
banks  just  now.  The  national  banks  in  this  country,  particularly  in 
the  last  few  years,  barring  a  few  large  banks  with  immense  deposits, 
have  proven  unprofitable.  They  have  barely  made  both  ends  meet. 
I  know  in  my  own  country  banks  have  not  made  any  money,  with  an 
exception  only  here  and  there,  and  the  statistics  show,  which  the  Sec- 
retary of  the  Treasury  presented  in  his  report,  and  which  the  Comp- 
troller of  the  Currency  shows,  that  out  of  the  5,000  national  banks 
organized  under  the  present  laws  about  1,400  of  them  have  gone  oat 
of  business,  between  three  and  four  hundred  of  them  into  involuntaiy 
liquidation,  and  the  others  into  voluntary  liquidation.  Consequently,  it 
can  not  be  very  profitable  to  the  men  engaged  in  the  banking  business. 

There  is  another  thing  that  our  friends  and  the  people  you  represent 
forget,  and  that  is  that  this  is  a  free  country,  and  if  it  is  such  a  profit- 
able thing  to  go  into  the  banking  business,  then  everybody  has  that 
privilege  who  has  any  money. 
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NEEDS  OP  THE  SOUTHERN  STATES. 

I  want  to  state  to  yoa  more  particularly  the  needs  of  that  section  of 
the  oonutry  that  I  have  the  honor  to  represent  on  this  commission,  and 
I  suppose  my  own  State  is  a  fair  criterion  of  most  of  the  other  Southern 
States  as  to  their  needs,  and  also  some  of  the  Western  States.  Our 
people  may  think  I  am  conceited  when  I  say  that  they  do  not  need 
every  time  what  they  want.  Now,  I  think  I  know  what  they  need,  and 
I  think  I  know  what  they  want;  but  I  think  their  method  of  arriving 
at  it  is  not  the  best  method  of  accomplishing  it  and  obtaining  it.  The 
people  in  my  section  of  the  country  think  there  is  not  enough  money 
there.  I  think  so,  too,  and  I  would  like  to  see  a  great  deal  more.  But 
I  have  never  yet  been  able  to  see  how  something  could  be  obtained  for 
nothing.  I  do  believe  that  is  one  of  our  troubles,  and  that  can  be 
remedied,  and  I  will  suggest  in  all  modesty  that  this  bill  in  a  great 
degree  provides  for  them  in  that  respect.  I  believe  there  is  a  lack  of 
proi)er  distribution  of  capital  in  this  country,  and  I  believe  that  the 
facilities  for  banking  are  not  such  as  to  offer  inducements  to  men  to 
take  their  means  out  of  other  investments  and  in  the  smaller  commu- 
nities enter  into  the  banking  business. 

We  want  to  do  this.  I  want  to  see  the  business  of  banking  encour- 
aged, but  on  a  safe  basis.  I  want  to  see  it  made  more  attractivn  to 
capital,  so  that  more  capital  will  be  invested  and  so  that  there  will  be 
more  profit  in  that  business.  For  that  reason  I  not  only  joined  my 
colleagues  in  advocating  that  the  minimum  capitalization  be  $25,000  in 
towns  of  4,000  inhabitants  and  less,  but  I  joined  them  in  the  advocacy 
of  branch  banks,  under  proper  restrictions  and  under  the  direction  of 
the  Secretary  of  the  Treasury  and  the  Oomptroller  of  the  Ourrenay,  in 
order  that  the  communities  that  are  not  able  to  organize  banks  them- 
selves might  receive  these  advantages  through  branch  banks,  and  that 
there  might  be  more  competition  where  banks  exist. 

If  the  people  in  my  section  of  the  country  and  other  sections  where 
they  need  them  can  enjoy  these  facilities,  and  can  obtain  loans  commen- 
surate with  the  proper  security  they  can  offer,  I  believe  they  will  be 
satisfied,  and  I  believe  it  will  solve  this  question  as  to  a  demand  for 
more  money. 

SUFFICIENT  MONEY  IN  EXISTENCE. 

Understand,  please,  that  I  discriminate  between  the  proportion  of 
capital  invested  in  banks  and  the  amount  of  money  or  currency  in  cir- 
culation. I  do  not  believe  that  there  is  a  man  living  to-day  who  can 
say  i>ositively  that  there  is  not  enough  money  to  do  the  business  of 
this  country  and  enough  money  in  existence  in  free  circulation,  amount- 
ing, according  to  the  Secretary's  report,  on  the  1st  of  December  to 
about  $1,700,000,000.    Am  I  not  right  f 

ScMsretary  Gaoe.  Substantially. 

Mr.  Bush.  I  say  no  one  can  say  that,  because,  if  you  will  pardon 
me,  I  think  when  we  make  comparisons  you  will  find  from  the  Sec- 
retary's report,  made  about  the  30th  of  December,  that  he  reported 
something  over  $23  per  capita  in  circulation,  and  if  you  will  refer  back 
to  a  date  that  sometimes  has  been  mentioned  in  public  discussions, 
1873,  if  you  please,  yon  will  find  it  was  a  fraction  over  $18— a  date 
when,  in  the  minds  of  some  of  our  friends,  our  calamities  began.  As  I 
say,  it  is  not,  as  far  as  I  can  judge  from  the  demands  of  the  people  in 
the  South,  more  circulating  mediums  in  the  country  that  is  desired,  but 
better  distribution  of  capital  and  an  equalization  of  interest.  That  is 
what  they  want;  that  is  what  they  need. 
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As  to  the  features  of  this  report  that  propose  to  meet  these  demands, 
I  can  hardly  say  any  more  than  has  been  said^  because  1  believe,  like  the 
gentlemen  who  have  preceded  me,  that  when  you  thoroughly  study  and 
investigate  the  subject,  you  will  find  that  we  must  come  to  the  position 
some  day  when  we  must  abandon  banking  on  the  indebtedness  of  our 
Government.  We  might  be  willing  to  tread  in  the  ways  of  other  coun- 
tries that  are  in  a  measure  similarly  situated  and  feel  safe  in  this. 
There  is  no  transaction  that  you  will  have  among  each  other,  or  that 
any  man  in  this  country  will  have,  where  he  is  disposed  to  demand 
hardly  one  fourth  of  the  security  that  this  system  furnishes  the  note 
holder. 

I  do  not  believe  and  I  did  not  believe,  as  my  colleague  did  not 
believe,  that  it  was  safe  or  prudent  or  best  to  provide  a  measure  In 
this  bill  for  the  protection  of  the  depositor.  I  think  to  go  into  that 
would  estrange  banks  and  keep  them  from  entering  heartily  into  this 
plan. 

INDIFFBBENOE  OF  NEW  TOBK  BANKERS. 

In  my  interviews  with  those  who  conduct  some  (^the  larger  banks 
in  New  York,  which  I  have  had  frequently  from  time  to  time  since  this 
matter  has  been  under  discussion,  I  find  they  are  very  indifferent  about 
this  matter,  because  they  are  doing  business  to-day  upon  a  deposit  cur- 
rency, and  they  care  nothing  at  all  about  the  facilities  or  the  privileges 
of.issning  notes  under  present  conditions. 

I  remember  that  two  or  three  months  ago  I  stepped  into  the  Bank  of 
Kew  York,  the  president  of  which  I  know  well,  and  I  said  to  him, 
"  You  have  $2,000,000  of  capital  in  this  bank  !"  "  Yes,"  said  he.  '^And 
you  have  got  about  $10,000,000  of  deposits?"  "  Yes,"  said  he.  I  said, 
"What  are  your  note  issues!"  He  said,  "$45,000."  "Why,"  said  I, 
"no  more!"  "Well,"  said  he,  "that  is  all  they  require  me  to  have 
to-day.    We  do  not  want  any  bank-note  circulation." 

I  stepped  over  across  the  street  to  see  another  friend  of  mine,  the 
president  of  the  Mechanics'  National  Bank,  a  very  large  bank,  as  you 
know.  I  knew  his  capital  and  deposits,  and  I  said,  "  How  many  notes 
have  you  out!"  "  Kot  one,"  said  he.  "  How  is  that!  The  law  compels 
you  to  have  out  notes."  "Oh,  no,"  he  replied,  "the  law  compels  me  to 
put  up  bonds.  I  have  the  bonds,  but  no  notes."  "  Why  not!  "  I  asked 
him.  He  said  he  didn't  want  them;  that  he  did  not  have  use  for  them. 
"  They  would  be  piling  in  on  me  every  morning  to  be  redeemed,"  said  he. 

OOUNTEY  BANKS  NEED  NOTE-ISSUINa  FACILITIES. 

I  mention  this  for  the  reason  that  it  is  a  common  thing  for  the  people 
in  what  we  call  the  country  districts,  or  the  sections  where  the  country 
banks  are  located,  to  be  prejudiced  against  the  larger  banks,  believing 
that  they  are  controlling  this  whole  matter. 

Mr.  Fairchild  called  your  attention  to  the  small  per  cent  of  notes  out 
under  the  present  law  that  are  issued  by  the  banks  in  the  larger  com- 
munities. I  say  that  the  necessity  for  this  improved  liberal  system  of 
banking  is  really  for  the  country  bank,  because  that  bank  lias  not  the 
deposits  of  currency  to  operate  on,  and  it  must  have  more  liberal  pro- 
visions that  will  help  those  communities  in  which  those  banks  are 
situated. 

I  noticed  in  the  Secretary's  annual  report,  or  some  other  statement, 
that  he  called  attention  to  the  fact  that  the  South  alone  requires  in  the 
busy  sciison,  when  cotton  is  moving,  the  movement  of  about  $13,000,000 
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from  the  Northern  banks  to  the  South  to  move  the  cotton  crop.  Kot 
only  does  the  interest  on  that  have  to  be  paid  by  the  banks — and  the 
banks  charge  their  customers  more  if  it  costs  more  than  if  they  fur- 
nished it  themselves — but  there  are  express  charges  and  expenses 
necessary  to  be  incurred  in  the  movement. 

CONDITIONS  IN  THE  WEST. 

It  is  the  same  way  with  the  banks  in  the  West  in  moving  the  grain, 
corresponding  to  the  movement  of  the  cotton  crop.  With  better  facil- 
ities given  them  to  furnish  a  medium  of  exchange  to  their  own  com- 
munities, they  would  be  relieved  of  that  burden.  And  so  I  plead 
for  them.  T  plead  for  the  people  who  need  the  help,  and  I  plead  for 
the  people  who,  for  some  reason,  feel  they  are  being  wronged  and  do 
not  know  just  what  the  matter  is.  That,  gentlemen,  keeps  up  this 
political  excitement;  that  keeps  up  this  disturbance;  that  keeps  up 
this  feeling  of  distrust,  and  it  is  keeping  back  the  development  of  our 
industrial  and  commercial  interests. 

Mr.  Johnson.  And  also  keeping  up  the  demand  for  the  tree  coinage 
of  silver  at  the  ratio  of  16  to  1  f 

THE  MASSACHUSETTS  OF  THE  SOUTH. 

Mr.  Bush.  Of  course  it  does.  In  the  country  where  I  live,  in  the 
principal  sections  of  Alabama — and  if  the  chairman  had  not  come  in  I 
would  have  said  that  Alabama  is  the  most  prosperous  and  progressive 
State  in  the  Union.  I  will  not  say  it  in  his  presence,  because  he  might 
think  I  was  a  little  cheeky  in  it 

Mr.  Johnson.  You  might  speak  of  Alabama  as  the  Massachusetts 
of  the  South. 

Mr.  Bush.  Yes.  I  am  not  here  to  advertise  Alabama.  It  is  already 
advertised  sufficiently,  because  it  produces  iron  cheaper  than  anywhere 
else  in  the  world,  and  there  were  shipped  in  the  past  18  months  to 
Italy,  Oermauy,  Japan,  and  other  countries  about  300,000  tons  of  iron. 
We  do  not  need  any  tariff  on  that  part  of  it.  But  we  are  trying  to 
develop  that  State  both  agriculturally  and  industrially.  The  interest 
that  the  people  feel  is  suffering  most,  and  the  largest,  is  our  agricultural 
iuterest.  It  supersedes  the  other,  although  the  other  is  very  large. 
Along  the  district  represented  by  our  distinguished  friend  from  Tennes- 
see, southern-middle  Tennessee  and  northern  Alabama  especially,  the 
industrial  development  and  possibilities  are  marvelous,  and  those  indus- 
trial developments  are  being  retarded  because  of  the  timidity  of  capital. 
Whether  they  should  go  faster,  whether  it  is  best  or  not,  I  do  not 
know,  but  it  is  having  that  effect,  and  so  we  do  want  something  to 
remove  this  trouble,  to  remove  this  distrust. 

I  do  not  plead  for  something  applicable  to  my  section  of  the  country 
which  is  not  good  for  others.  I  would  not  be  so  narrow  as  that,  to 
advocate  any  doctrine  that  was  not  good  for  the  whole,  but  a  sound 
system  of  finance,  an  unmistakable  and  well  defined  measure  of  value; 
a  proper  protection  thrown  about  the  note  holders  that  may  hold  the 
notes  of  these  banks  is  essential  to  every  nook  and  corner  of  this 
country  that  wants  to  prosper.  And  so  without  this  principle,  as  broad 
as  this  land,  we  can  not  prosper.  Our  very  lifeblood  is  in  a  sound  sys- 
tem of  finance.  That,  in  my  judgment,  should  come  first.  The  other 
things  will  naturally  follow. 
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GONaRESS  SHOULD  ACT. 

I  know  the  difficnlties  that  attend  legislation  of  this  kind.  I  know 
that  there  are  different  sections  which  feel  that  their  interests  are  differ- 
ent; I  know  th^t  there  are  men  who  have  decided  views  on  this  sub* 
ject,  and  perhaps  are  not  willing  to  subordinate  them  to  the  views  of 
others.  But  I  do  believe  that  &  this  present  Oongress  fails  to  give 
some  relief— and  I  will  take  back  what  I  said,  and  say  that  yon  are  not 
obliged  to  take  this  bill,  although  you  can  not  give  very  much  relief 
until  you  at  least  take  the  main  principles  of  this  bill,  for  it  does  not 
so  much  matter  about  the  details  if  the  principles  are  sound— that  if 
Oongress  fails  to  give  some  relief  of  this  kind  you  simply  will  be  the 
means  of  retarding  the  progress  of  this  country;  you  will  be  the  means 
of  continuing  revolutions  and  disturbances  that  ought  not  to  exist 

I  do  not  say  that  I  am  altogether  nonpartisan.  I  have  my  views 
about  things  and  my  political  opinions,  but  it  is  hard  in  these  days  to 
tell  which  side  everybody  is  on.  I  know  this,  that  there  is  a  principle 
in  politics  that  I  have  not  been  able  to  exactly  take  in,  and  that  is,  to 
always  despise  what  your  political  opponents  commend  and  approve. 
That  is  not  common  sense  and  sound  judgment,  and  that  kind  of  ooarse 
is  not  to  the  interest  of  the  country.  Now,  if  I  wanted  to  make  the  Demo- 
crats abandon  a  plan,  I  would  put  the  Republicans  on  that  side,  or  vice 
versa,  because  they  will  not  stand  on  the  same  platform.  That  is  all 
riglit;  think  as  yon  may  on  subjects  that  are  strictly  political  We  are 
very  much  afraid  sometimes  of  imitating  other  countries,  and  if  yon 
say  anything  about  what  England  has  done  you  are  called  an  Anglo- 
maniac,  and  you  belong  to  that  class  over  there  who  are  robbing  and 
raining  the  world,  and  people  couple  such  charges  with  ^<  Wall  street 
wreckers,''  and  such  nonsense  as  that.  But  there  is  one  thing,  gentle- 
men, that  the  English  people  have  found  out  long  ago,  and  that  we 
ought  to  have  found  out  by  this  time,  and  that  is  to  put  its  financial 
questions  and  its  economic  questions  above  party,  and  get  them  sound, 
and  stand  on  them,  and  then  fight  political  battles  on  other  subjects, 
but  not  on  those  subjects. 

CONTENTION  FOB   FBSB-SILVBB  COINAGE  DUB  TO  MISINFOBMATION. 

I  digress  that  much  from  what  I  have  been  saying  because  I^  as  a 
business  man,  and  not  as  a  politician,  am  pleading  for  tiie  business  inter- 
ests of  this  countiy.  I  am  not  very  particular  about  whether  this  party 
or  that  part^  carries  its  views  on  most  questions,  but  I  do  not  want  to 
witness  again  what  I  have  witnessed  in  my  own  country. '  My  people, 
a  minority  of  them,  x>erhaps,  do  not  agree  with  me  about  this  mattiur  of 
finance.  That  is,  they  do  not  agree  with  me  as  to  the  best  methods  of 
obtaining  what  we  want.  They  have  been  induced  to  believe,  or  many 
of  them  have  been  so  induced,  that  our  only  salvation  is  in  giving  them 
the  unlimited  coinage  of  silver  at  16  to  1.  I  do  not  &11  out  with  them 
about  that.  I  attribute  it  to  misinformation  in  many  instances  and  to 
political  leaders  in  some  cases.  I  do  not  say  the  political  leaders  who 
teach  them  are  dishonest,  but  I  think  they  are  in  error.  I  am  opposed 
to  violent  changes;  I  have  opposed  violent  changes  in  our  tariff  laws, 
where  business  in  terests  have  been  built  up  on  them  for  a  number  of 
years;  just  so  I  am  opposed  to  violent  changes  in  financial  questions,  to 
which  it  would  be  so  difficult  to  at  once  adjust  ourselves  without  serious 
losses. 

Just  for  that  reason  I  advocate  a  gradual  process  fix>m  the  present 
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syBtem  of  requiring  a  d^>08it  of  bonds  as  security  for  the  general 
resources  of  the  banks  as  the  basis  of  the  issae  of  its  notes.  If  I  had 
it  left  to  me,  with  the  confidence  I  have  in  the  principles  of  that  kind 
of  banking,  I  would  change  it  to-morrow.  But  everybody  does  not  think 
as  1  do,  and  therefore  they  would  become  alarmed,  become  disturbed. 
I  am  not  wiUing  to  hazard  the  interests  of  so  many  people  holding 
bonds  of  the  Government  by  making  the  change  so  sudden.  That 
would  throw  a  large  amount  of  bonds  on  the  market  and  it  might  dis> 
credit  or  cause  decline  in  the  securities  of  our  Government. 

The  Chairman.  How  can  it  throw  bonds  on  the  marketf 

Mr.  Bush.  Because  if  we  required  no  bonds  at  all  for  collateral  the 
large  number  of  bonds  now  being  held  by  banks  would  be  for  sale. 

The  Chairman.  Why  f  If  they  can  get  their  currency  for  nothing, 
how  would  that  make  them  sell  the  bonds! 

Mr.  B0BH.  It  is  a  question  of  the  use  of  their  capital.  They  might 
and  they  might  not. 

The  Chairman.  If  the  banks  got  $100,000  currency  and  $100,000  in 
bonds,  and  had  the  privilege  of  issuing  that  currency  for  nothing,  how 
does  that  affect  the  question  of  its  bonds  t    It  is  a  matter  of  choice. 

Mr.  Bush.  Yes;  it  is  a  matter  of  choice. 

The  Chairman.  They  would  not  sacrifice  their  bonds,  would  they  f 

Mr.  Bush.  I  think  not;  possibly  not;  but  it  would  be  possible  for 
the  result  I  have  described  to  obtain. 

The  Chairman.  Howl 

Mr.  Bush.  For  the  reason  I  have  stated,  that  there  might  be  a  very 
large  number  who  would  want  to  convert  their  bonds  into  money. 

The  Chairman.  For  what  purpose— to  loanl 

Mr.  Bush.  Yes,  if  it  was  to  their  interest  to  loan. 

The  Chairman.  And  they  could  get  more  currency  if  they  could 
issue  ap  to  par  for  their  capital  and  let  their  bonds  alone  than  tiiey  are 
now  getting  with  their  bonds. 

Mr.  Bush.  That  would  be  true  with  the  present  low  rate  of  interest. 
With  that  rate  of  interest  they  could  retain  their  bonds,  but  I  am  talk- 
ing about  providing  against  the  possibility. 

aRADUAL  RBTIRXMBNT  OF  GOVERNMENT  NOTES. 

The  same  principle  obtains  with  reference  to  the  gradual  retirement 
of  the  €k>vemment  notes.  Now,  whatever  may  be  the  views  of  people 
in  our  country,  they  generally  obtain,  I  think,  in  other  sections;  they 
believe  that  the  present  condition  of  our  Gx>vernment  notes  is  a  menace 
to  the  business  interest  of  the  country,  and  yet  people  will  turn  right 
around  and  speak  of  them  as  something  sacred,  something  that  must 
not  be  touched.  Some  people  almost  faU  down  and  worship  the  notes, 
as  mnoh  as  Aaron  did  tiie  golden  calf.  It  is  just  the  idea  of  getting 
used  to  the  thing.  It  is  a  sentiment  nothing  more  and  nothing  less. 
And  as  to  those  greenbacks,  those  United  States  notes  and  Treasury 
notes,  which  should  have  been  retired — by  this  gradual  process  it  may 
not  come  in  ten  years — after  they  shall  have  been  retired  the  people 
who  have  been  worshipping  them  will  care  nothing  more  about  them. 

Mr.  Johnson.  They  will  claim  in  less  than  five  years  aftcor  the  bill 
passes  that  they  are  the  very  ones  who  advocated  their  retirement. 

Mr.  Bush.  Certainly  they  will,  and  consequently  it  will  not  aflfect 
them  at  all. 

Mr.  MiTOHBLL.  Do  you  consider  making  the  greenback  practically  a 
gold  certificate  robs  it  of  its  virtue  1    That  statement  was  made  by  a 
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gentleman  from  the  Soath  the  other  day,  and  that  is  why  I  ask  you  the 
question. 

Mr.  Bush.  Eedeeming  it  in  gold! 

Mr.  Mitchell.  Yes. 

Mr.  Bush.  I  thought  that  there  was  where  the  virtue  lay. 

Mr.  Mitchell.  He  is  a  member  of  Congress,  and  I  think  he  needs 
some  edncation  on  that  line. 

Mr.  Bush.  There  is  one  point  about  that  which  is  human  nature.  I 
see  your  disposition,  perhaps,  gentlemen,  to  draw  out  thewitnesseB; 
yon  ask  a  good  many  hypothetical  questions.  You  can  destroy  any 
system  of  any  kind  hypothetically,  because  you  can  imagine  things 
tiiat  will  never  take  place,  and  you  can  lay  down  premises  that  arc 
false  and  not  true.  Human  nature  is  the  same  as  it  always  has  been; 
and  when  we  were  discussing  the  retirement  of  those  greenbacks  we 
concluded  that  there  would  be  difficulty  in  getting  them  in.  The 
holders  would  be  like  the  Frenchman :  "If  you  have  got  it,  I  don^  want 
it;  and  if  you  haven't  got  it,  I  do  want  if 

Mr.  Cox.  In  regard  to  the  greenback  question,  which  is  attracting  so 
much  attention,  and  the  retiring  of  the  greenbacks,  and  all  that  about 
which  we  have  heard  so  much :  Put  all  these  notes  in  the  same  class 
and  call  them  greenbacks — ^Treasury  notes  and  the  others.  They  are 
obligations  of  the  Government;  they  are  the  Government's  notes  pay- 
able on  demand.  They  are  presented  to  the  Treasurer  of  the  United 
States.  And  here  is  the  Secretary  of  the  Treasury  and  an  ex- Secretary 
of  tbe  Treasury  of  the  United  States,  and  they  both  assume,  and  we 
will  assume  that,  and  I  make  it  a  point,  that  they  regard  it  their  duty 
under  the  law  to  redeem  them  in  gold.  J^ow,  then,  who  has  lost  any- 
thing by  that  transaction? 

Mr.  Bush.  By  the  redemption  in  gold? 

Mr.  Cox,  Yes,  sir. 

Mr.  Bush.  Until  you  redeem  to  the  extent  where  you  reduce  the 
gold  reserve  down  to  a  point  where  the  country  becomes  alarmed  lest 
the  Government  will  not  be  able  to  maintain  its  credit,  nobody  has  lost 
anything. 

Mr.  Cox.  The  Treasury  redeems  today  in  gold  and  it  pays  out 
to-morrow  on  the  obligations  of  the  Government.  Is  the  Treasury 
hurt? 

Mr.  Bush.  No,  sir. 

Mr.  Oox.  Has  any  injury  resulted  to  anybody? 

Mr.  Bush.  Not  that  far. 

Mr.  Cox.  Where  does  the  harm  come  in? 

Mr.  Bush.  We  have  seen  the  harm,  Mr.  Oox,  in  the  past,  and  we 
have  seen  the  harm  when  we  have  seen  that  reserve  reduced  down  to 
less  than  $50,000,000  and  when  the  people  of  this  country  believed  the 
Government  would  not  be  able  to  maintain  its  credit,  and  that  was 
supposed  to  destroy  credit  generally. 

Mr.  Cox.  As  a  matter  of  fact,  when  those  notes  were  redeemed  in 
gold  by  Mr.  Carlisle  and  the  bonds  were  issued,  was  not  the  greenback 
almost  entirely  used  to  pay  the  obligations  of  the  Government? 

Mr.  Bush.  Yes,  sir. 

Mr.  Cox.  They  are  simply,  then,  borrowing  money  to  pay  the  obliga- 
tions of  the  Government. 

Mr.  Bush.  Yes,  sir.  But  of  course  there  are  conditions  at  present 
by  which  a  certain  amount  of  those  greenbacks  can  be  retained  in  the 
Treasury,  but  not  so  long  as  the  Government  requirements  are  such  as 
to  necessitate  their  being  paid  out.    If  you  want  to  lessen  the  strin* 
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gency  and  the  caases  of  distarbance,  yoa  must  make  this  Government 
live  within  its  income^  and  when  you  have  done  that  you  lessen  the 
danger,  but  do  not  entirely  remove  the  cause,  because  the  same  things 
that  have  happened  can  happen  again.  I  do  not  know  but  one  way  for 
a  man  to  live  within  his  income,  and  that  is  to  spend  less  or  else  make 
more.  It  seems  to  me  it  would  be  a  wise  thing  for  somebody  to  con- 
sider that  question. 

AMOUNT  OF  BANK  CAPITAL  IN  SOUTHERN  STATES, 

Mr.  Hill.  I  notice  from  the  statements  of  the  bank  capital  of  the 
various  States  that  Alabama  has  $7.37  per  capita  f 

Mr.  Bush.  Yes.    That  is  not  all  national-bank  notes;  is  itf 

Mr.  Hill.  Substantially  all.  About  $6— $6.25.  Florida,  alongside 
of  you,  has  $16.63,  and  Louisiana  $29.61.  Mr.  Cox's  ^tate,  Tennessee, 
has  $19.31.  Please  tell  us  what,  in  your  judgment,  is  the  cause  of  that 
diflerence. 

Mr.  Bush.  The  cause  of  the  difference  in  Louisiana  is  that  it  has  a 
very  large  center  of  business,  Kew  Orleans,  in  which  so  much  capital 
is  concentrated,  and  because  they  have  a  larger  capital;  and  Florida  is, 
of  course,  a  State  sparsely  populated,  and  money  is  there  in  the  larger 
centers.  There  are  some  large  interests,  at  Jacksonville  and  elsewhere, 
that  create  a  greater  average  of  money  per  capita. 

Mr.  Hill.  Then,  it  is  the  difference  in  the  character  of  the  community  1 

Mr.  Bush.  1  think  so;  yes,  sir. 

Mr.  Hill.  Please  tell  me  what  there  is  in  this  bill  that  will  induce 
banks  to  go  into  these  communities  where  they  are  now  so  scarce, 
without  the  character  of  the  community  being  changed. 

Mr.  Bush.  Simply  the  greater  profit  that  will  be  promised  to  the 
banker  under  more  liberal  laws. 

Mr.  Hill.  Has  the  commission  figured  the  profit  on  banking  under 
this  bill  as  proposed  f 

Mr.  Bush.  Yes,  sir. 

Mr.  Hill.  Are  they  prepared  to  submit  itf 

Mr.  Bush.  Yes,  sir.  I  have  forgotten  just  what  it  was.  I  think  Mr. 
Fries,  of  Korth  Oarolina,  can  answer  that  question  better  than  I  can. 
I  have  forgotten  just  what  it  was,  but  that  was  all  figured  out,  and  we 
had  it  in  view  that  the  change  must  be  made  so  as  to  make  banking 
more  profitable,  to  make  more  inducements  for  men  to  go  into  banking 
in  these  sections  of  the  country. 

Mr.  Hill.  The  reason  I  ask  the  question  is,  because,  as  I  have  figured 
it,  the  difi'erence  in  the  profits  to  the  banker  between  the  present 
system  and  this  prox)osed  system  is  very  trifling  indeed. 

Mr.  Bush.  I  think  you  will  find,  on  close  figuring,  that  it  is  a  good 
deal. 

Mr.  Hill.  Then,  do  you  think  there  would  be  more  banks  established 
because  the  system  would  be  more  profitable  f 

Mr.  Bush.  Yes,  sir. 

Mr.  Hill.  Do  you  think  the  amount  of  business  that  would  be 
brought  to  the  banks  would  be  changed  unless  the  character  of  the 
community  was  changed! 

Mr.  Bush.  I  do  not  know  so  much  about  that.  What  we  need  there 
is  this:  Here  is  a  man  who  goes  and  buys  100  head  of  beef  cattle.  He 
wants  to  feed  them  for  three  or  four  months.  He  comes  to  a  local  bank, 
and  the  man  being  reliable  and  having  this  collateral,  he  can  make  paper 
that  will  be  acceptable.    And  so  in  the  growing  of  crops  a  man  can  go 
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to  his  neighbor,  a  few  months  before  his  cotton  is  to  be  marketed,  and 
with  his  endorsement  he  can  get  help.  If  he  does  not  want  to  sell  his 
cotton,  the  price  not  being  satisfactory,  there  is  more  money  to  be 
loaTied  on  the  same  when  ready  for  market. 

Mr.  Hill.  More  credit,  yon  meauf 

Mr.  Bush.  Tes;  I  should  have  said  so. 

Mr.'HiLL.  That  is  the  i>oint  I  want  to  get  at.  You  spoke  a  moment 
ago  about  the  banker  in  New  York  who  declined  to  issue  circulation  on 
account  of  the  responsibility  in  redemption. 

Mr.  Bush.  That  responsibility  and  the  fact  that  he  could  not  keep 
his  own  bills  out  long  enough  to  do  him  any  good. 

Mr.  Hill.  Do  you  believe  it  possible  in  ^abama^  which  now  main- 
tains less  of  banking  capital  than  any  other  State  in  the  Union,  in  a 
strictly  agricultural  community  like  that  outside  of  Birmingbam  and 
Anniston,  for  instance,  to  maintain  a  bank  of  issue,  exchanging  demand 
obligations  for  long-time  obligations  such  as  would  be  necessary  in  an 
agricultural  community,  and  maintain  redemption  t 

Mr.  Bush.  Well,  I  think  it  would,  sir.  I  think  that  those  bills  would 
gradually  get  fokv  enough  away  from  home  not  to  immediately  be  pre- 
sented for  payment.  In  the  first  place,  the  communities  there  will  have 
payments  to  make  at  a  distance,  perhaps,  in  other  part  of  the  State  or 
in  other  States,  and  those  bills  will  gradually  get  out,  perhaps  not 
rapidly  at  first,  but  in  the  course  of  time,  I  think,  they  would  get  oat 
and  relieve  the  people  very  much. 

Mr.  Hill.  Then  the  cry  for  more  money  would  not  be  stopped, 
because  the  bills  would  be  sent  to  a  distance! 

Mr.  Bubh.  They  would  get  the  benefit  of  them.  The  men  would  get 
the  bills  to  pay  their  debts  with.  '  I  believe  that  in  my  own  State  the 
State  banks  would  become  national  banks  under  a  law  like  this,  and 
that  would  give  great  relief,  and  of  course  through  the  entire  country 
would  add  very  much  to  the  increase  of  current  bank  notes. 

Mr.  MoOleaby.  My  Iriend,  Mr.  Hill,  asks  whether,  the  practice 
remaining  the  same  in  Alabama,  there  would  not  be  more  n^  for 
capital.    Would  not  the  practice  itself  change! 

Mr.  Bush.  I  think  it  would. 

Mr.  MoOleaby.  It  is  the  practice  now  for  a  farmer  to  run  a  bill  aU 
through  the  year.    Would  not  that  practice  changel 

Mr.  Bush.  I  think  it  would. 

OUBBENT  BEDEMPTION. 

Mr.  Gapbon.  You  say  this  bill  would  promote  a  proper  distribution 
throughout  the  country  of  the  currency  issues,  and  it  occurred  to  me  to 
ask  you  if  you  thonght  a  centralizing  of  redemption  in  the  large  com- 
mercial cities  of  the  country  would  promote  that  as  well  as  it  would  be 
promoted  under  some  other  systems,  with  which,  no  doubt,  you  are 
familiar,  of  having  redemption  cities  in  localities  distributed  through- 
out the  country,  as  proposed  by  some  of  the  other  biUs. 

Mr.  Bush.  We  discussed  that,  and  we  found  if  you  name  a  small  bank, 
with  only  one,  two,  or  three  hundred  thousand  dollars  capital,  and  a 
dozen  places  where  they  would  have  to  provide  for  their  redemption,  it 
would  consume  nearly  all  their  capital,  and  therefore  that  was  not  wise- 
that  is,  if  they  have  to  provide  the  fund.  The  present  law  requires  the 
bank  to  redeem  its  notes  over  its  counters,  and  they  are  also  redeemed 
at  Washington;  and  this  bill  provides  they  shall  be  redeemed  at  any 


CHANGES   IN   THE   CURRENCY   SYSTEM.  273 

of  the  snbtreasaries,  and  in  that  way  the  redemption,  it  seems  to  me, 
would  be  rapid  enoagh. 

Mr.  Capron.  The  only  trouble  I  foresaw  in  that  was  that  the  credit 
notes  might  not  have  the  tendency  to  go  back  home,  and  so  get  into  cir- 
culation and  give  the  country  community  the  privileges  which  they 
would  have  by  redemption  nearer  home. 

Mr.  Bush.  It  was  not  the  purpose  of  this  commission  to  suggest  any 
plan  that  would  retard  redemption,  because  one  of  the  safeties  of  the 
state  is  quick  redemption. 

Mr.  Fowler.  If  the  notes  came  back  into  the  community  wlience 
they  emanated,  they  would  be  regarded  as  good,  would  they  not? 

Mr.  Bush.  Yea,  sir. 

Mr.  Fowler.  If  they  were,  the  people  in  the  immediate  vicinity 
would  no  more  present  the  notes  than  a  man  would  try  to  check  for 
money  he  did  not  wantf 

Mr.  Bush.  No. 

Mr.  FoWLSR.  That  is  the  point  with  regard  to  whether  the  notes 
would  be  retired  simply  because  they  return  to  the  place  of  issue. 

Mr.  Bush.  I  do  not  think  they  would. 

Mr.  Fowler.  Now,  coming  to  the  point  to  which  Mr.  Oaprou  qalled 
your  attention,  as  to  whether  these  notes  should  not  be  redeemed  at 
redemption  citied  whose  character  was  determined  by  natural  commerce, 
for  instance,  taking  your  own  State  as  an  illustration,  would  it  not  be 
far  better  for  all  of  the  banks  that  naturally  clear  at  Birmingham  to 
pay  their  own  notes  first  over  their  own  counters  and  at  the  city  where 
they  kept  their  current  account? 

Mr.  Bush.  Yes,  sir. 

Mr.  FowLBR.  So  that  if  any  of  the  notes  of  Alabama  should  go  to 
Tennessee,  the  Tennessee  people  would  send  them  back  to  Alabama, 
and  if  they  got  to  Georgia  or  Mississippi  the  tendency  would  be  to  send 
home  the  notes  and  keep  all  the  notes  that  were  created  in  Alabama 
circulating  in  Alabama,  rather  than  to  have  the  notes  going  away  from 
Alabama  and  being  redeemed  in  New  York  City,  producing  a  conges- 
tion such  as  we  have  now? 

Mr.  Bush.  I  think  one  of  the  channels  for  redemption  would  be 
through  New  York,  from  the  fact  that  so  many  banks  would  send  them 
to  the  center  where  they  do  their  business.  For  instance,  the  relations 
of  banks  in  Tennessee  are  much  closer  to  New  York,  in  some  cases, 
than  their  relations  with  banks  in  Alabama. 

Mr.  Fowler.  But  is  not  that  the  curse  of  the  present  situation  that 
the  money  leaves  the  country  and  goes  to  the  great  centers? 

Mr.  Bush.  But  it  wiU  come  back  to  be  redeemed  over  the  bank  coun- 
ters there. 

Mr.  Fowler.  But  the  curse  to-day  is  that  the  money  leaves  the 
country  and  congests  at  the  center  in  New  York.  Now,  ought  we  not 
to  give  these  notes  a  homing  tendency  and  decentralize  the  mass  of  the 
money  that  the  people  use  and  keep  the  notes  as  far  as  possible  in  the 
localities  whence  they  emanate? 

3Ir.  Bush.  I  think  so. 

Mr.  Fowler.  You  made  a  remark  that  led  me  to  suppose  you  thought 
if  a  bank  was  going  to  redeem  its  notes  through  a  redemption  city  it 
possibly  would  have  to  maintain  a  redemption  fund  at  four  or  five 
points.  That  is  not  true.  For  instance,  a  bank  in  Alabama  that  was 
keeping  an  account  at  Birmingham  would  only  have  to  redeem  at  its 
own  counters  and  at  Birmingham. 

Mr.  Bush.  Did  you  make  that  a  principal  place  of  redemption  ? 
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Mr.  Fowler.  That  is  all. 

Mr.  Bush.  Yes;  yoa  can  do  that. 

Mr.  FowiiBR.  You  would  approve  thati 

Mr.  Bush.  Oh,  yes;  that  seems  to  be  practicable. 

Mr.  Fowler.  Do  you  not  think  that  is  really  one  of  the  greatest  ben- 
efits that  is  being  sought  by  you  and  all  of  the  people  that  live  in  tbe 
country  districts  t 

Mr.  Bush.  Yes,  sir;  to  keep  the  money  at  home  as  much  as  possible. 

Mr.  Fowler.  Do  you  not  believe  that  kind  of  a  system  ^1  more 
successfully  keep  the  money  circulating  than  the  system  of  a  national 
centralized  redemption  system  f 

Mr.  Bush.  Well,  I  can  not  think  that  you  could  very  well  adapt  it 
to  special  communities,  becaase  the  relation  between  banks  is  so  varied. 
At  home,  apparently,  their  relations  are  very  limited  iudeed,  and  macb 
more  with  banks  far  away  with  which  they  do  business,  and  we  dis- 
cussed at  one  time  the  question  of  even  having  a  section  in  the  bill  to 
make  banks  responsible  first  by  groups  for  their  issue,  and  we  fonnd 
that  was  impracticable.  As  to  what  you  suggest  as  being  desirable 
and  what  the  state-bank  advocates  claim,  that  their  money  could  not 
get  away  from  home,  I  would  say  we  do  not  want  money  that  is  not 
good  away  from  home.  If  it  wants  to  go,  let  it  go.  So,  while  I  believe 
no  political  party  has  recently  advocate  the  removal  of  the  10  per  cent 
tax,  yet  there  are  many  people  who  insist  upon  having  State  banks.  I 
think  that  would  be  unfortunate,  not  only  because  it  would  be  a  retro- 
gression, but  I  believe  the  spirit  of  the  legislators  in  some  States  to^lay 
in  the  South  and  West  is  sach  that  they  would  not  grant  as  Ub^ral  char- 
ters as  to  issuing  notes  as  provided  in  this  bill. 

I  am  exceedingly  grateful  for  the  kind  and  courteous  heading  that  the 
committee  has  given  me,  and  I  feel  a  deep  interest  in  this  matter,  and 
I  think  I  can  say  this,  that  if  you  gentlemen  can  bring  about  legislation 
that  will  give  the  proper  relief,  by  this  bill  or  some  other  bill,  some  day 
you  will  be  represented  in  statuary  hall. 

[Thereupon  at  4  o'clock  p.  m..the  committee  adjourned  until  the  fol- 
lowing day,  January  13, 1898,  at  10.30  o'clock  a.  m.] 


GOlOnTTEE   ON   BANEINa  AND  OUBBENOY, 

Washingtonj  D.  0.y  January  13^  1898. 

SECOND  DAT. 

The  committee  met  at  10.30  o'clock  a.  m.  in  the  room  of  the  Commit- 
tee on  Interstate  and  Foreign  Commerce,  Hon.  Joseph  H.  Walker  in 
the  chair. 

Present :  Messrs.  Walker,  Brosius,  Johnson,  McCleary,  Fowler,  Spald- 
ing, Hill,  Prince,  Mitchell,  Capron,  Cox,  Newlands,  Ermentrout,  and 
Maddox. 

Mr.  Bush,  of  Alabama,  continued  his  statement  begun  on  the  pre- 
ceding day. 

8TATEHEVT  OF  T.  G.  BTOH,  OF  ALABAMA,  A  MEMBEB  OF  THI 

MOHETABT  C0MHI88I0V— Continued. 

Mr.  Bush.  I  was  going  to  say,  Mr.  Chairman,  that  in  my  own  mind 
there  was  only  one  point  under  discussion  that  perhaps  I  did  not  make 
perfectly  clear  in  my  remarks  yesterday — at  least  perfectly  dear  to 
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myself.  That  was  with  reference  to  some  questions  asked  by  Mr. 
Fowler  in  regard  to  having  a  comparatively  near-by  place  for  redemp- 
tion, for  the  pnrpose  of  making  the  issue  of  these  banks  under  this  pro- 
posed bill  perform  a  service  near  at  home.  I  do  not  think  that  that  is 
a  matter  of  very  great  importance.  I  am  satisfied  that  thesis  bills  that 
may  be  issued  by  the  small  banks  will  take  their  place  in  the  commu- 
nities rather  slowly  at  first.  The  bankers  who  issue  them  will  have, 
perhaps,  business  sagacity  enough  to  find  methods  of  getting  them  out 
and  keeping  them  out.  The  natural  inclination  of  the  banker  would  be 
to  get  them  away  from  home  for  awhile,  and  if  they  did  so,  something 
else  would  take  their  place,  but  they  would  have  performed  service  as 
instruments  of  credit,  at  least  in  the  beginning. 

I  have  been  an  advociite  of  quick  redemption  in  order  to  make  the 
plan  a  safe  one  and  in  order  to  prevent  bankers  from  taking  too  many 
chances  and  perhaps  having  a  default — ^not  haying  their  bills  paid  when 
demanded  either  over  their  counters  or  at  other  places  designated  hy 
the  Oovernment  where  they  are  to  be  redeemed. 

I  must  say  that  I  do  not  claim  to  be  an  expert.  I  have  had  some 
experience  in  banking,  and  have  bad  a  little  general  experience  in  busi- 
ness of  difierent  kinds,  perhaps  without  any  great  success;  but  still  I 
have  my  opinion  about  these  things,  formed  from  my  experience  and 
observation,  and,  as  I  said  yesterday,  I  believe  very  strongly*  in  the 
objects  of  the  bill.  No  two  men  look  at  things  exactly  alike  or  express 
themselves  in  exactly  the  same  manner,  although  they  may  be  endeavor- 
ing to  arrive  at  the  same  x>oint.  So  I  think  it  is  with  the  other  members 
of  the  commission  as  well  as  myself.  I  think  there  is  no  probability 
of  this  bill  being  adopted  as  a  whole,  but  there  is  some  hope  that  its 
main  objects  will  find  their  way  into  such  a  bill  as  you  may  see  fit  to 
prepare* 

I  am  perfectly  sincere  in  my  statement  that  it  is  my  belief  that  the 
people  of  this  coufitry  expect  this  committee  and  the  members  of  Con- 
gress to  treat  the  subject  more  seriously  than  they  ever  have  in  the 
past,  owing  to  the  exigencies  of  the  case  and  the  demands  that  have 
been  made  upon  them. 

With  that  I  have  nothing  further  to  say,  unless  some  gentleman 
desires  to  question  me. 

CURRENCY  IN  THE  SOUTH. 

Mr.  Brosius.  I  did  not  have  the  good  fortune  to  hear  you  yesterday, 
and  I  am  much  interested  in  the  Southern  aspect  of  the  question, 
because  really  that  section  presents  the  most  difficulty  in  Congress. 

With  the  bank  notes  issued  under  the  bill  before  us  and  being  guar- 
anteed as  the  bill  contemplates,  and  all  bank  currency  being  of  equal 
value  in  all  parts  of  the  Union,  would  the  currency  issued  in  your 
country  stay  with  you  as  you  desire,  or  would  it  congest  in  the  great 
cities  of  the  North,  as  it  does  nowt 

Mr.  Bush.  I  will  answer  that  in  this  way.  There  are  laws  of  trade 
and  business  controUing  these  matters  that  no  statutory  laws  can  over- 
reach, and  the  money  will  flow  if  it  is  current,  and  there  is  plenty  to  do 
the  business  of  the  country,  to  the  places  where  it  is  most  needed.  The 
Rouble  is  not  so  much  that  this  currency  issued  in  the  South  may  find 
its  way  in  seasons  of  idleness  to  sections  where  it  may  be  used  to  small 
advantage  or  small  interest  gained  upon  it,  but  it  is  a  question  of  the 
ability  of  these  communities  to  furnish  the  currency  when  it  is  most 
needed,  the  time  when  a  movement  of  the  crops  takes  place. 

Ordinarily,  in  our  country,  at  the  time  of  the  cultivation  of  the  crops. 
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the  cotton  crop  especially,  mrhich  is  a  very  long  period,  there  is  very 
little  activity  in  business  except  in  the  line  of  credit.  The  farmers  get 
from  their  respective  merchants  accommodations  in  the  way  of  sapplies 
and  various  other  things,  and  there  is  no  real  use  for  the  medium  of 
exchange  that  we  use  ordinarily  and  call  money.  There  will  be  a  tend- 
ency, I  am  sure,  from  the  effect  of  this  bill,  or  something  similar  to 
provide  money  in  times  of  need,  and  furthermore  to  cheapen  the 
interest.  To  my  mind,  it  is  not  so  much  the  mere  fact  of  the  increase  of 
the  medium  of  exchange,  because  I  believe  there  is  enough  money 
current  in  this  country  today  to  do  the  business,  but  it  will  secure  a 
better  distribution  of  the  capital  of  the  country  seeking  to  be  used. 

It  is  true  that  there  are  a  good  many  people  in  our  country,  and  all 
over  the  Sonth  and  the  West,  who  are  complaining  because  there  are 
not  facilities  furnished  them  when  they  want  to  come  in  and  mortgage 
their  horse  or  cow,  or  a^  piece  of  land,  or  anything.  Whenever  they 
wftnt  to  do  that,  they  have  a  mistaken  idea.  In  the  first  place,  no  busi- 
ness man,  or  a  man  who  has  money  to  deposit,  would  do  business  with 
a  bank  that  lends  money  on  security  of  that  kind.  It  might  make  a 
foreclosure  at  any  time,  and  the  property  it  would  take  as  the  result  of 
the  foreclosure  would  be  of  the  nature  I  have  stated,  which  would  not 
be  desirable.  Therefore,  I  think  our  present  banking  laws  prohibiting 
the  use  of  real  estate  for  collateral  for  borrowing  money  are  wise. 
Those  people  who  seek  money  in  that  way,  who  want  to  borrow  money 
on  such  property,  can  do  so  through  trust  companies  and  savings  banks. 

PEW  SAVINGS  BANKS  IN  THE  SOUTH. 

We  have  not  in  our  country,  I  am  sorry  to  say,  savings  banks  to  the 
same  extent  that  there  are  in  the  North,  particularly  in  New  England. 
They  will  come  some  day,  I  hope,  and  accommodate  the  people  in  tlie 
way  that  they  want  to  be  accommodated.  But,  as'  a  matter  of  fact, 
credit  in  our  country  and  In  the  West  has  been  too  cheap.  It  has  been 
a  misfortune  that  people  have  been  able  to  mortgage  their  property  too 
much  and  secure  assistance  in  that  way  without  working  out  their 
salvation  by  main  force,  and  I,  for  one,  never  wish  to  see  any  means  hy 
which  it  will  be  made  easier  to  do  it.  I  have  pleaded  with  my  people, 
begging  them  under  no  conditions,  except  it  be  a  question  of  life  and 
death,  to  mortgage  their  homes  and  their  property.  There  will  be  a 
class  that  never  will  be  satisfied  with  any  proper  banking  system, 
because  it  will  not  give  them  those  facilities  to  which  they  are  not 
entitled,  but  I  do  believe  that  these  smaller  banks  will  be  organized, 
and  I  do  believe  that  they  will  be  an  education  to  our  people;  that  they 
will  be  very  helpful  indeed. 

You  know  human  nature  is  the  same  all  over  the  world.  You  can 
excite  a  man's  pride  and  ambition,  and  there  are  a  great  many  men  that 
would  like  to  have  a  little  bank  account  who  could  be  induced  to  start 
it  if  they  had  the  opportunity.  It  would  become  a  man's  education,  and 
induce  those  people  to  save  and  be  very  helpful  to  them  indeed, 

QUICK  REDEMPTION. 

Mr.  Bbosius.  The  reason  I  asked  the  question  was  that  some  promi- 
nent gentleman  in  the  South  who  testified  before  this  committee  madd 
the  statement  that  the  only  way  to  secure  an  adequate  supply  of  cur- 
rency in  that  section  of  the  country  was  to  have  banks  issue  currency 
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that  would  be  at  a  discoant  away  from  home,  and  woald  therefore  remain 
where  it  was  needed.    You  do  not  agree  with  that,  I  take  itt 

Mr.  Bush.  No,  sir;  I  think  those  gentlemen  in  eomiug  to  Washing- 
ton ought  to  have  taken  the  stagecoach  instead  of  the  railroad  train. 
That  would  have  been  more  in  keeping  with  their  views. 

I  mean  to  say  this,  that  it  would  be  a  retrogression,  and  I  do  not 
believe  the  country  is  prepared  for  it,  and  I  do  not  believe  our  people 
would  ever  consent  to  it,  because  they  do  want  to  carry  in  their  pockets 
a  good  dollar,  no  matter  where  they  go. 

Mr.  Fowler.  You  do  not  think  it  is  necessary  to  have  bad  money  in 
order  to  have  good  money  t 

Mr.  Bush.  No,  sir. 

Mr.  Fowler.  On  that  point  of  securing  the  highest  degree  of  homing 
quality  in  this  credit  currency,  would  not  the  tendency  be  in  a  currency 
that  was  equally  good  everywhere  and  recognized  everywhere — a  green- 
back or  a  national-bank  note  are  practically  the  same,  for  no  one  looks 
to  see  which  he  has — would  not  the  tendency  be  not  only  to  take  it  from 
the  distiict  from  which  it  emanated,  but  to  keep  it  away  from  that  dis- 
trict? I  believe  that  we  can  have  too  much  currency,  as  well  as  not 
enough;  and,  therefore,  to  regulate  it,  always  keeping  it  in  perfect  har- 
mony with  the  work  to  be  done,  it  is  highly  essential  that  the  notes 
shall  return  to  the  place  of  issue  at  an  early  time,  and  if  the  banker, 
perchance,  still  desires  to  use  them,  he  again  issues  the  same  notes. 

Mr.  Bush.  Certainly.  Of  course,  in  having  a  speedy  redemption  I 
do  not  mean  to  say  that  it  must  be  too  much  so,  just  for  the  reason  that 
the  banks  in  New  York  would  say,  "I  do  not  want  to  issue  this  currency, 
because  it  will  come  back  to  me — because  it  will  come  back  to  my 
counters  to-morrow,"  unless  they  have  the  means  of  getting  it  out 
further;  and  yet,  as  I  say,  while  1  believe  eventually  the  provision  for 
the  issue  of  this  currency  is  going  to  be  most  beneficial,  I  lay  more 
stress  upon  the  other  point  as  to  the  benefits  to  be  derived  by  the 
smaller  banks,  and  the  currency  will  remain  at  home  long  enough  to  do 
the  proper  service. 

interest  on  deposits. 

I  want  to  say  this,  as  regards  preventing  national  banks  paying 
interest  on  the  deposits  of  other  national  banks.  It  was  suggested  to 
Diy  mind,  because  the  president  of  a  prominent  bank  in  ^ew  York 
urged  me  that  it  be  done.  When  we  came  to  consider  it  we  might  say, 
^*  Yes,  Oongress  may  pass  a  law  to  that  efl'ect,  that  if  a  banker  has  a 
certain  amount  of  money  he  does  not  want  to  use  he  wants  to  put  it 
somewhere  and  earn  something  on  it.  If  he  is  not  permitted  to  deposit 
it  in  a  bank  he  will  invest  it  for  the  time  being  in  2^  or  3  per  cent 
bonds,  so  as  to  make  that  small  interest,  awaiting  a  better  opportunity 
to  use  the  money.  It  is  not  reasonable  to  suppose  that  a  banker  in  the 
South  will  send  his  money  on  to  New  York  to  get  an  interest  of  2  per 
cent,  and  sometimes  only  1  per  cent.  And  so  it  is  imi)ossible  to  regu- 
late a  matter  of  that  kind  by  law.  All  the  great  money  centers,  London 
and  Paris,  and  others,  pay  interest  on  deposits,  and  I  do  not  see  how 
you  can  prevent  it.    It  is  difficult  to  control  by  statutory  law. 

Mr.  Fowler.  In  regard  to  the  advantages  of  banks  in  tho^^e  sections 
of  the  country  where  you  do  not  want  money  all  the  year  round,  but  in 
certain  months  of  the  year  you  need  a  great  deal,  do  you  not  think  it 
would  serve  the  interests  of  the  people  better  if  they  should  establish 
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branches  in  those  localities,  and  not  go  to  the  expense  of  organiring 
complete  oafitst 

Mr.  Bush.  I  think  so;  I  advocate  that,  and  I  think  brandies  may 
bring  about  competition  and  reduce  interest.  Of  course  it  is  an  expense 
to  run  banks. 

[At  this  point  Hon.  Oharles  S.  Fairchild  resumed  his  statement  began 
on  the  preceding  day.  His  remarks  will  be  found  complete  under  one 
title. 

Hon.  Bobert  S.  Taylor  was  preceded,  before  recess,  on  January  13,  by 
Mr.  Fairchild,  whose  remarks  are  presented  in  continuity  elsewhere. 

After  recess,  the  committee  having  reassembled,  the  chairman  intro- 
duced to  the  committee  Hon.  Eobert  S.  Taylor,  of  Indiana.] 

STATEMEHT  OF  HOH.  ROBERT  S.  TAYLOR,  OP  IHDIAir A,  A  MEMBES 

OP  THE  MOHETARY  COMMISSIOH. 

Mr.  Taylob  said :  Mr.  Chairman  and  gentlemen  of  the  committee, 
I  am  from  Fort  Wayne,  Ind.,  and  a  lawyer  by  profession. 

After  what  has  been  said,  I  should  feel  that  there  was  a  manifest 
impropriety  in  my  continuing  any  further  the  discussion  of  this  bill 
if  it  were  not  for  the  sole  fact,  with  which  we  are  familiar,  that  twelve 
jurors  frequently  agree  upon  a  verdict  for  twelve  different  reasons,  and 
in  order  to  get  the  full  apprehension  of  the  correctness  of  the  verdict, 
it  may  be  worth  while  to  hear  from  the  jurors. 

We  all  see  these  things  through  our  own  eyes.  I  have  come  to  look 
ui)on  them  not  with  the  eyes  of  an  expert,  but  with  the  eyes  of  an 
ordinary  citizen,  not  having  in  his  lifetime  any  active  connection  with 
banking  or  finance. 

THE  GOLD  STANDARD. 

The  bill  before  you,  Mr.  Chairman,  proceeds  ni>on  the  assumption 
that  by  the  laws  of  the  United  States,  and  the  habits  of  its  people, 
gold  is  the  standard.  It  proposes  a  plan  of  currency  reform  based 
upon  that  assumption,  the  first  requisite  of  which  shall  be  the  distinct 
definition  and  sure  maintenance  of  the  standard. 

In  setting  about  its  work  the  commission  was  instructed  by  those  by 
whom  it  was  appointed  to  prepare  the  very  best  plan  it  could  think  of, 
without  reference  t/O  the  question  of  its  probable  passage  into  a  law;  to 
formulate  what  they  would  conceive  to  be  the  most  desirable  system 
of  currency  whieh  could  be  devised,  having  reference  not  only  to 
considerations  of  ideal  perfection,  but  to  its  adaptability  to  conditions 
existing  in  this  country. 

The  first  section  of  the  bill  contains  a  definition  of  the  standard,  and 
I  think  it  will  not  be  amiss  if  I  add  something  to  what  has  been  said 
on  that  subject. 

There  is  one  circumstance  which  had  weight  in  the  minds  of  the 
members  of  the  commission  which  has  not  been  alluded  to  so  far.  By 
the  law  of  1873  it  is  provided  that  one  gold  coin  of  the  United  States 
shall  be  a  $1  piece,  which  at  the  standard  weight  of  25.8  grains  shall 
be  the  unit  of  value,  and  it  then  goes  on  to  provide  that  there  shall 
also  be  coined  quarter-eagles,  half-eagles,  and  eagles,  giving  the  weight 
of  each  in  grains. 
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By  the  act  of  September  26, 1890,  it  was  provided  <<The  coinage  of 
the  three  dollar  gold  piece,  the  one  dollar  gold  piece,  and  the  five-cent 
nickel  are  hereby  prohibited."    And  that  is  all  it  says. 

Congress  has  therefore  prohibited  the  coinage  of  the  coin  which  by 
the  law  of  1873  was  declared  to  be  the  unit  of  value.  We  therefore 
have  a  currency  system  in  which  there  is  no  coin  representing  the  unit 
of  value  and  no  declaration  of  what  the  unit  of  value  shiJl  be,  except 
by  reference  to  that  coin. 

By  the  act  of  1878  it  is  provided  that  silver  doUars  of  a  given  weight 
and  fineness  shall  be  coined,  and  shall  be  legiJ  tender.  There  is  thus 
left  oi>en  to  imaginable  dispute  the  question  as  to  what  a  dollar  is  in 
the  United  States.  Is  it  412  grains  of  standard  silver,  or  is  it  25.8 
grains  of  standard  gold  ?  This  does  not,  to  my  mind,  present  any  actual 
confusion.  I  think  the  law  is  perfectly  clear,  and  for  two  reasons.  In 
the  first  place,  it  is  an  easy  arithmetical  calculation  to  ascertain  what 
a  dollar  in  gola  is,  because  the  quarter  eagles  and  half  eagles  and  eagles 
are  defined  as  consisting  or  being  equivalent  to  so  many  doUars,  and 
the  weight  of  each  of  those  is  declared  in  the  statute.  It  is  therefore 
easy  to  ascertain  how  many  grains  of  gold  shall  constitute  a  dollar. 
In  the  next  place,  the  gold  dollars  which  continue  to  circulate  are  still 
gold  dollars  under  the  law  of  1873,  and  they  are  still  the  unit  of  value, 
and  we  would  have  the  unit  and  a  standard,  by  the  law  of  1873,  as  long 
as  even  one  of  them  continued  to  exist.  If  they  were  all  gone  but  one, 
that  one,  by  the  law  of  1873,  would  continue  to  be  the  unit  and  standard 
of  value  in  the  United  States. 

One  may  say,  further,  that  it  is  not  at  all  necessary  to  the  monetary 
system  that  there  shall  be  any  coin  representing  the  unit  of  value. 
There  are  systems  in  which  there  is  no  coin  representing  the  unit  of 
value.  There  is  no  pound  sterling  in  England,  and  yet  that  is  the 
standard  of  value.  But  taking  the  three  statutes  together,  the  law  is 
in  a  confbsed  and  awkward  condition.  That  is  the  most  you  can  say. 
It  is  not  uncertain  to  my  mind ;  I  think  it  is  clear  beyond  any  question ; 
but  yet  it  is  not  creditable  to  the  Government  to  have  its  laws  in  the 
shape  they  are  in.  I  have  heard  in  the  last  five  years  controversies 
over  matters  very  much  less  plausible  than  a  controversy  would  be  as 
to  what  is  now  our  legal  standard  under  the  law.  It  was  from  these 
considerations  that  the  suggestion  was  made  which  is  embodied  in  the 
first  section  of  the  bill. 

After  that  the  first  important  provision  of  the  bill  is  intended  to 
dear  up  an  existing  ambiguity  in  the  law  as  to  the  obligations  of  the 
United  States.  These  obligations  are  expressed  simply  in  dollars,  or 
in  the  word  <'coin;"  that  is,  the  obligations  payable  in  money.  By  the 
terms  of  the  law  gold  coins  and  silver  dollars  are  alike  legal  tender. 
By  another  part  of  the  law  the  Gt)vemment  has  declared  ito  policy  to 
maintain  the  parity  of  the  silver  dollars  and  gold  coin.  By  one  part 
of  the  law,  therefore,  the  disbursing  officers  of  the  United  States  are 
expressly  authorized  to  pay  its  obUgations  in  silver  dollars.  By  so 
paying  them  they  would  be  within  the  very  letter  of  the  law.  By 
another  part  of  the  law  the  Government  has  declared  its  general 
I>olicy  to  be  to  maintain  the  parity  between  the  silver  dollars  and  its 
gold  coins.  Of  course  that  parity  would  be  immediately  destroyed  if 
the  Government  should  attempt  to  force  its  silver  dollars  upon  its  cred- 
itors against  their  will.  So  the  question  arises.  What  is,  under  these 
two  contradictory  provisions  of  law,  the  legal  duty  of  the  disbursing 
ofiicers  of  the  Government?  And  upon  that  the  people  of  the  United 
States  differ. 
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There  are  many  citizens  who  hold  that  it  is  the  daty  of  the  Secretary 
of  the  Treasury  to  take  advantage  of  the  hiw,  by  which  he  may  legally 
pay  the  obligations  of  the  Government  in  silver.  On  the  other  hand, 
it  has  been  regarded  by  the  execative  department  of  the  Government 
as  its  duty,  as  its  iirst  duty,  its  paramount  duty,  to  adhere  to  the  gen- 
eral policy  declared  in  the  other  part  of  the  statute.  It  is  impossible 
for  the  citizens  or  for  the  world  to  know  what  will  be  the  continued 
view  of  the  executive  officers  of  the  Gk)vemment  on  that  subject  The 
President  and  the  Secretary  of  the  Treasury  could  direct  the  sub- 
treasurer  at  New  York  to-night  to  pay  greenbacks  in  silver  dollars,  and 
by  giving  that  direction  they  would  be  within  the  letter  of  the  law. 

Now,  it  is  not  possible  that  there  can  be  a  stable  monetary  system 
resting  u}K>n  a  standard  in  respect  to  which  there  are  these  contradic- 
tory provisions  of  law.  The  standard  rests  in  such  a  case  not  upon  the 
law,  but  upon  the  anticipated  conduct  of  the  executive  department  of 
the  Government.  The  whole  duty  of  maintaining  the  standard  is  laid 
on  the  shoulders  of  one  man.  We  can  form  such  judgment  as  we  may 
of  what  he  will  do,  and  upon  that  alone  confidence  must  rest. 

Now,  it  was  the  belief  of  the  commission  that  this  is  by  all  odds  the 
most  serious  defect  of  our  present  monetary  system.  The  commission 
thought  that  this  possible  threatened  degradation  of  the  standard  was 
far  above  other  things  the  most  serious  element  of  the  situation  and 
that  the  first  duty  of  Congress  was  to  fortify  the  standard.  That  is  to 
be  done  by  correcting  this  ambiguous  condition  of  the  law,  and  that  can 
be  done  by  simply  declaring  in  the  law  that  all  the  obligations  of  the 
United  States,  those  past  and  those  hereafter  to  be  contracted,  shall  be 
payable  in  gold.  That,  then,  makes  gold  the  standard,  by  the  law,  of 
the  obligations  of  the  Government. 

GOLD  REDEMPTION. 

The  next  principal  feature  of  the  bill  is  one  which  has  for  its  primary 
object  the  same  general  end,  which  is  to  fortify  the  standard  beyond 
all  possibility  of  doubt.  The  suggestion  in  those  provisions  is  that 
there  shall  be  created  in  the  Treasury  Department  a  division  charged 
with  the  express  duty  of  issuing  and  redeeming  jiotes;  that  there  shall 
be  placed  in  that  division  an  ample  reserve  fund  in  gold;  that  that 
fund  shall  be  maintained  from  sur])lus  revenue  when  such  revenue 
exists,  and  when  that  does  not  exist,  to  maintain  it  by  the  issue  and 
sale  of  bonds. 

By  our  present  law  the  current  expenses  of  the  Government  and  the 
payment  of  its  general  obligations  all  come  out  of  the  same  general 
fund.  If  that  fund  is  sufficient  to  pay  those  expenses  and  leave  enough 
to  care  for  the  demand  obligations,  all  is  well;  if  not,  there  then  imme- 
diately arises  a  doubt  as  to  whether  those  demand  obligations  will  be 
paid  or  not.  The  Government  is,  therefore,  in  the  situation  of  a  mer- 
cimnt  who  is  also  a  banker,  issuing  notes,  and  who  would  make  no  pro- 
vision  whatever  for  the  payment  of  his  circulation,  except  such  as 
might  happen  to  remain  in  his  cash  drawer  at  the  end  of  his  day's  bus- 
iness. It  is,  therefore,  in  view  of  the  uncertainties  that  attend  those 
tilings,  quite  true  to  say  that  whether  the  Government  will  be  able  to 
redeem  its  demand  obligations  promptly  or  not  is  a  matter  of  accident, 
depending  upon  the  accidents  of  the  crops  and  times  and  exports  and 
imi)orts. 

Inasmuch  as  by  our  system  all  the  money  of  the  country  hangs  upon 
the  Government  itself,  inasmu(;h  as  every  paper  dollar  we  have  is  worth 
just  as  much  as  the  Government  will  give  us  for  it  and  no  mon 
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The  Chairman.  Will  it  disturb  you  for  me  to  make  a  suggestion 
there  t 

Mr.  Tatlob.  No,  sir. 

The  Chairman.  Will  you  not  tell  us  how  that  condition  of  depend- 
ence upon  the  transitory  conditions  of  the  country  is  to  be  obviated 
while  the  Government  is  to  be  responsible  for  meeting  those  conditions? 

Mr.  Taylor.  I  will  do  that  now.  That  question  is  entirely  x)ertinent. 
By  the  provisions  of  this  bill  there  is,  as  I  said,  to  be  created  in  the 
Treasury  a  division  to  have  charge  of  this  business.  To  that  division 
there  is  to  be  transferred  a  gold  reserve.  That  reserve  is  to  be  main- 
tained by  surplus  revenue  if  such  revenue  exists,  and  if  not,  the  Sec- 
retary of  the  Treasury  is  authorized  and  directed  to  maintain  it  by  the 
sale  of  bonds. 

The  Chaibman.  He  is  under  the  present  law,'  is  he  nott 

Mr.  Taylor.  That  is  exactly  the  same  as  under  the  present  law,  with 
this  exception.  Under  the  present  law  the  current  gold  reserve  must 
be  used  for  the  payment  of  expenses  when  there  are  no  other  funds. 
Under  the  present  law  the  Secretary  of  the  Treasury  could  hardly 
excase  himself  from  paying  the  current  expenses  of  the  Oovernment, 
when  he  had  $100,000,000  in  the  Treasury,  by  saying,  "  I  must  keep 
that  to  redeem  greenbacks  with." 

The  Chaibman.  He  sells  bonds,  does  he  notf 

Mr.  Taylob.  He  does  now. 

The  Chaibman.  He  would  then  t 

Mr.  Tayxob.  Yes. 

The  Chaibman.  What  is  the  difference! 

Mr.  Taylor.  There  is  this  difference.  Under  the  present  law  the 
President  and  the  Secretary  of  the  Treasury  may  sell  bonds,  and  per- 
haps they  would.  Their  doing  so  would  depend  upon  their  views  of 
the  case,  upon  their  views  of  their  duty  under  the  circumstances.  We 
have  had,  within  a  few  years  past,  a  man  who  might*have  been  Presi- 
dent, by  a  casualty,  who  would  not  have  done  it,  in  my  opinion. 

The  Chaibman.  Then  it  changes  the  word  ^^  may  "  in  the  law  to  the 
word  "  shall." 

Mr.  Taylob.  Yes,  sir;  practically. 

The  Chaibman.  What  do  you  get  in  that  as  regards  the  relief  of  the 
Treasury! 

Mr.  Taylob.  One  other  provision  found  in  this  bill  is  important,  and 
that  is  that  it  shall  be  provided  that  the  Secretary  of  the  Treasury 
ahall  have  authority,  in  case  of  casual  deficit  of  revenue,  to  make  it  up 
by  temporary  Treasury  debentures. 

So,  taking  all  these  together,  we  have  set  apart  on  the  one  hand  a 
fund  for  the  redemption  of  Government  obligations,  with  an  injunction 
upon  the  Secretary  that  he  shall  maintain  it  and  power  given  to  him 
by  which  he  can  maintain  it.  On  the  other  hand,  we  have  the  current 
revenues  of  the  Government,  with  power  in  his  hands  to  provide  tor 
casual  deficiencies  by  temporary  debentures. 

The  Chaibman.  Then  the  only  difference  is,  you  give  him  a  chance  to 
issue  different  kinds  of  bonds  and  make  it  '< shall ^  instead  of  <^  may"! 

Mr.  Taylob.  It  may  be  so  stated. 

The  Chaibman.  That  has  nothing  to  do  with  the  division  of  the 
funds  in  the  Treasury.  They  can  divide  those  now,  and  everybody 
concedes  that  they  ought  to  be  kept  separate^  but  what  do  you  gain 
by  having  the  law  tie  those  funds  up  so  the  Secretary  can  not  use 
them!  Would  it  not  be  better  to  leave  it  discretionary  with  him,  as  it 
is  now  !  In  other  words,  you  are  circumscribing  his  powers  rather  than 
enlarging  them. 
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Mr«  TAYiiOB.  I  think  in  that  respect  his  x>owers  onght  to  be  circnm- 
scribed.  I  think  it  ought  to  be  his  duty  underthe  law,  which  he  coald  not 
evade  without  disobedience  of  the  law,  to  keep  the  fiinds  for  the  redemp- 
tion of  the  Government  demand  obligations  sacred  for  that  purpose, 
and  he  ought  to  have  the  power  in  his  hands  by  which  he  can  maintain 
it,  and  he  ought  to  be  enjoined  by  the  law  that  he  shall  maintain  it. 
The  difference  between  this  prox>osed  law  and  the  one  we  have  now  is 
not  very  great  in  some  respects.  In  fact,  it  can  be  so  stated  as  to 
appear  to  be  no  difference  at  all.  I  remember  an  incident  that  hap- 
pened in  the  debates  on  religion  at  the  time  of  the  Beformation,  when 
one  man  said  to  another,  '^  The  difference  between  jour  church,  which 
is  the  Episcopal  Ohurch,  and  mine,  which  is  the  Catholic  Ohurch,  is  a 
paper  partition,"  to  which  the  answer  was :  <<  That  is  true,  but  the  whole 
Bible  is  printed  on  it*.'' 

Now,  the  difference  between  this  proposed  scheme  and  the  present 
one,  when  stated  in  words,  may  be  small,  but  the  sense  of  secarity 
which  it  would  afford — ^the  sense  of  confidence  in  the  minds  of  the  peo- 
ple that  nothing  is  going  to  happen,  that  no  casual  deficit  in  the  rev- 
enue is  going  to  imperil  by  a  feather  weight  the  performance  of  the 
Government's  obligations — is  a  good  deal.  It  is  a  whole  bible  to  be 
sure  of  that  thing. 

The  Ohaibman.  One  thing  farther:  My  position— and  I  want  yon  to 
understand  it,  so  as  to  meet  it — is  that  the  passage  of  your  bill  or  the 
bill  of  the  Secretary  of  the  Treasury,  will  complicate  the  condition  ten- 
fold more  than  it  now  is,  by  taking  away  the  liberty  which  the  Secre- 
tary now  has.  Yon  gentlemen  should  know  that  that  is  my  point,  so 
that  you  can  meet  it 

Mr.  Taylob.  I  want  to  say  that  I  am  not  here  to  antagonize  anything. 

The  Ohaibman.  Yes,  we  are  here  for  that.  We  are  here  to  commend 
what  we  do  approve  of  and  to  antagonize  what  we  do  not  approve  oL 
I  have  no  respect  for  anybody's  feelings,  on  this  committee  or  any- 
where else,  when  it  comes  to  a  matter  of  truth  and  right  and  proper 
procedure  and  protecting  the  Treasury,  and  no  man  can  have  and  do 
his  duty,  any  more  than  a  lawyer  can  have  respect  for  the  feelings  of 
others  and  do  his  duty  in  trying  a  case. 

Mr.  Taylob.  I  think  I  concur  with  you  there,  but  I  think  my  position 
is  one  which  pute  upon  me  no  further  duty  than  to  commend  this 
measure. 

The  Ohaibman.  And  to  defend  it? 

Mr.  Taylob.  And  to  defend  it.  I  do  not  feel  called  upon  to  institote 
comparisons  or  to  make  attacks. 

BETIBINO  THE  OBEENBAOKS. 

Now,  Mr.  Ohairroan,  this  part  of  this  bill,  so  much  as  we  have  here- 
tofore spoken  of,  can  be  enacted  into  law  by  itself,  striking  out  all  the 
rest.  In  my  estimation,  the  enactment  of  this  much,  and  no  more,  as 
law  would  immediately  put  this  country  upon  a  foundation  of  confi- 
dence which  would  alone  go  very  far  to  remedy  the  evils  which  exist 
The  bill  goes  further,  however,  and  provides  a  plan  for  the  gradual 
retirement  of  the  Oovernment  notes  as  circulating  money.  Of  course 
this  opens  up  a  very  broad  question,  which  I  will  not  think  of  dis- 
cussing at  large  upon  ito  merits  at  this  time.  It  is,  in  my  estimation, 
simply  this:  Are  the  demand  notes  of  the  Government,  to  be  used  by 
the  people  as  money,  a  form  of  money  good  for  the  i)eople  and  good  for 
the  Government?  That  question  ought  to  be  consideredi  discussed, 
and  decided  ux>on  its  merits. 
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It  seems  to  me  we  have  come  to  a  time  in  the  history  of  this  coantry 
wlwM^ie  eiof^  to  dseide  ^at  qnestton*  We  have  been  using  the  Gov- 
ernment's notes  as  money  for  thirty-five  years.  That  is  long  enongh  for 
us  to  jndge  whether  they  do  constitute  a  desirable  form  of  money  for 
use  among  the  people — good  for  the  Government  and  good  for  the  peo- 
ple. We  have  had  experience  enough.  We  have  been  talking  about 
it  for  a  qumter  of  a  century.  We  have  had  disasters  enongh.  It 
seems  to  me  that  the  time  has  come  now  for  the  American  people  to 
close  that  debate  and  settle  upon  something.  There  are  a  great  many 
arguments  properly  entering  into  the  question  which  are  very  interest- 
ing to  every  intelligent  citizen. 

I  could  occupy  much  of  your  time  in  stating  them  to  you  as  they  lie  in 
my  mind,  but  I  will  content  myself  with  what  seems  to  be  the  broadest 
and  most  fundamental  statements  that  attach  to  the  question.  The 
first  of  these  is,  that  a  money  consisting  of  the  notes  of  the  Govern- 
ment is  irresistibly  misleading  to  the  people  that  use  it.  Very  few 
men  in  any  commanity  stop  to  think  very  closely  about  the  nature  of 
the  money  they  handle.  They  take  what  they  receive  if  it  will  go 
ugain,  and  they  are  satisfied.  If  the  money  which  they  receive  conies 
to  them  with  the  impress  of  Government  authority,  if  it  carries  the 
seal  of  the  Government,  if  it  is  circulating  from  year  to  year  without 
redemption,  if  it  is  legal  tender  for  debts,  men  come  to  look  at  it  as 
money  in  and  of  itself.  They  cease  to  regard  it  as  a  paper  promise 
to  pay  money,  and  the  idea  grows  up  in  them  that  it  is  made  and  given 
to  them  by  the  supreme  authority  of  the  Government,  and  their  patriot- 
ism and  loyalty  to  the  Government  lead  them  to  accept  these  obliga- 
tions payable  in  money  as  actual  money  in  itself. 

Nothing  which  you  can  say  or  do,  no  promotion  of  economic  doctrines, 
nothing  you  can  put  in  the  papers,  nothing  you  can  bring  to  the  minds 
and  thoughts  of  the  people,  can  correct  that  misleading  tendency  which 
the  use  of  this  money  from  year  to  year  gives.  The  people  after  awhile 
lose  sight  of  the  necessity  of  a  standard.  To  the  minds  of  a  large  part 
of  the  American  people  to-day  the  standard  of  value  is  not  a  thing,  but 
a  word.  It  is  the  word  ^^  dollar."  The  word  <<  dollar,"  as  a  word,  is,  in 
the  minds  of  the  people  of  the  United  States,  a  large  part  of  them,  to-day 
the  only  standard  that  they  have  any  idea  of.  In  order  that  the  people 
may  understand  the  true  meaning  of  money,  it  must  be  kept  before 
their  minds  as  a  continuing,  persistent  fact  that  the  piece  of  paper 
which  serves  the  purpose  of  money  is  only  somebody's  promise  to  pay 
money,  and  when  the  people  forget  that,  when  that  thought  goes  out 
of  their  minds,  they  are  incapable  of  forming  any  sound  judgment  on 
any  money  question. 

I  believe  that  by  the  use  of  this  governmental  currency  the  Govern- 
ment of  the  United  States  has  so  misled  its  citizens,  has  educated 
them  in  such  erroneous  notions  of  money,  that  they  are  to-day  scarcely 
competent  to  decide  the  question  at  all,  and  the  reason  of  the  incompe- 
tency lies  very  largely  in  the  miseducating  influence  of  the  greenback 
currency. 

I  may  go  one  step  further.  As  long  as  this  sort  of  money  remains  in 
circulation  and  forms  the  foundation  of  all  other  kinds  of  money,  the 
Government  is  inextricably  entangled  in  the  business  affairs  of  the 
people;  and  that  ought  not  to  be.  The  world  has  progressed  now  to 
that  point  at  which  the  social  and  business  life  of  the  country  can  be 
divorced  from  the  Government,  if  necessary,  and  still  go. 

With  a  sound  system  of  currency  and  finance  the  government  of  any 
civilized  i>eople  could  be  wiped  out,  and  business  still  go  on,  men  con- 
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tinae  to  maintain  their  titles  to  their  property;  debts  continue  to  be 
collected  and  enforced,  and  business  to  go  on  nntil  a  new  government 
could  be  established  in  the  place  of  the  old  one.  But  if  the  money  of 
the  country  is  all  so  entangled  with  the  existence  and  functions  of  the 
government  that  when  the  government  goes  down  society  goes  down 
to  chaos,  the  calamity  is  inconceivable.  It  docs  not  need  to  go  to  that 
extent.  The  government  itself  does  not  need  to  go  down  to  produce  (lis-  ^ 
aster  if  the  government  itself  is  so  entangled  with  the  monetary  system 
of  the  country. 

FEAB  OF  CHANGE  MUST  BE  REMOVED. 

In  a  country  like  ours  there  is  no  institution  that  is  not  open  to  sug- 
gestions and  proposals  of  change,  and  a  currency  issued  by  the  Govern- 
ment which  is  subject  to  increase  or  diminution  or  change  at  the  will 
of  Congress,  which  means  the  will  of  the  people,  is  a  subject  of  political 
discussion  and  political  interest  and  political  agitation  which  the  people 
will  never  let  alone.  P]ver  since  we  have  had  this  currency  it  has  been 
continually  the  subject  of  political  agitation.  Not  a  week  has  passed 
when  it  has  not  been  a  matter  of  discussion  in  the  papers  and  generally 
throughout  the  country  or  when  it  has  not  been  a  subject  of  strife 
between  parties.  As  long  as  that  is  so  we  never  in  the  world  can  get 
it  out  of  the  field  of  political  consideration  and  controversy,  and  until 
we  do  it  we  never  can  reach  a  settled  foundation.  No  man  can  tell 
what  will  be  the  course  of  public  opinion  two  or  three  years  from  now. 
The  dispositions  of  the  people  are  aflfectcd  by  a  thousand  incidents; 
are  aff'ected  by  good  times,  by  bad  times,  by  prejudice  and  alarms.  We 
never  know,  we  never  can  know,  when  we  have  got  to  the  end  or  the  . 
bottom  of  controversies  of  this  kind. 

Mr.  Cox.  Your  proposition,  or  your  bill,  is  to  take  the  matter  away 
from  politics,  or  away  from  political  discussion,  as  far  as  you  cant 

Mr.  Taylor.  Yes,  sir.    I  think  that  is  a  very  important  object 

Mr,  Cox.  That  is  exceedingly  important,  in  your  mindt 

Mr.  Taylor.  It  is. 

Mr.  Cox.  Can  you  suggest  to  this  committee  how  any  law  of  Con- 
gress that  is  subject  to  repeal  by  the  next  Congress,  no  difference  what 
it  is,  can  be  so  framed  as  to  take  the  question  out  of  discussion,  once 
you  take  away  from  the  people  the  right  to  vote  upon  the  proposals! 

Mr.  Taylor.  It  is  not  possible  to  enact  any  law  which  can  not  be 
repealed,  of  course.  It  is  not  possible  in  a  country  like  ours  to  settle 
anything,  no  matter  what,  beyond  the  possibility  of  further  discussion 
and  further  action  by  the  people;  but  it  is  of  the  utmost  importance 
that  some  things  shall  be  settled,  so  that  the  public  shall  be  relieved 
from  the  apprehension  of  discussion  and  controversy.  A  great  many 
things  have  been  so  settled,  absolutely.  The  common-school  system  of 
the  United  States  rests  upon  law.  It  is  entirely  within  the  possibility 
and  the  power  of  the  peoi)le  to  repeal  the  whole  thing,  but  nobody  feara 
that  they  will.  They  could.  There  is  nothing  to  prevent  the  orgnni- 
zation  of  a  party  to  attack  the  school  system,  but  we  are  not  afraid  of 
that.  There  is  nothing  in  the  world  to  prevent  the  organization  of  a 
party  to  attack  the  postal  system,  but  we  do  not  fear  that.  And  if  we 
should  make  a  law  to  day  establishing  a  currency  system  which  was  a 
wise  one,  which  was  a  good  one,  which  the  whole  country  would  see  was 
a  good  one,  which  would  prove  by  its  operation  that  it  was  a  good  one, 
then,  while  the  possibility  of  discussion  would  not  be  removed,  the  probft- 
bilily  would  be  removed,  and  we  would  have  confidence  in  the  perpetuity 
of  the  conditions. 

Mr.  niLL.  That  means  that  if  your  proposition  could  be  carried 
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into  execution  and  become  a  law,  you  would  make  it  so  good  that  there 
'  is  no  probability  of  anybody  trying  to  make  it  better? 

Mr.  Taylob.  That  is  it.  If  I  did  not  believe  that  this  bill  contains 
just  that,  I  would  not  be  here  to  advocate  it.  I  believe  if  this  became 
a  law  and  could  run  ten  years,  there  would  be  no  more  probability  of 
its  being  changed,  no  more  probability  of  its  being  overthrown,  than 
there  is  a  probability  of  the  public  school  system  being  overthrown. 

Mr.  Cox.  I  wish  we  could  reach  such  perfection  as  that. 

Mr.  Taylor.  I  am  trying  to  show  you  the  way. 

The  present  condition  of  our  currency  is  one  of  intense  strain,  and 
will  continue  to  be,  so  long  as  present  conditions  continue.  While  the 
Government  is  able  and  disposed  to  redeem  its  obligations  on  demand 
in  gold,  we  shall  have  actaally  in  business  a  gold  standard.  The 
moment  that  the  United  States  shall  be  unwilling  or  unable  to  pay  its 
notes  in  gold,  and  willing  only  to  pay  them  in  silver,  we  shall  have  a 
silver  standard.  Kow,  if  those  two  standards  of  value  were  essentially 
close  together,  the  difficulty  would  not  be  so  serious.  But  in  the  prog- 
ress of  things,  silver  and  gold  have  gone  far  apart,  and  a  gold  standard 
means  one  thing  and  a  silver  standard  means  another  thing  far  removed 
from  that — ^less  than  half  of  that  in  its  actual  value;  and  while  this 
condition  of  things  goes  along  the  business  of  this  country  rests  in 
uncertainty  from  day  to  day,  from  month  to  month,  from  year  to  year, 
as  to  what  is  going  to  be.  A  contract  made  to  day  to  be  performed  four 
years  from  now  may  be  performable  in  gold,  or  it  may  be  performable 
in  silver.  I  say  that  business  can  not  subsist  successfully  in  a  condition 
of  uncertainty  like  that.    That  uncertainty  must  be  removed. 

The  Chairman.  In  what  direction  is  public  sentiment  going  to-day? 
How  is  it  tending  among  the  plain  people  of  the  country  who  ultimately 
decide  all  these  questions  and  who  settle  the  elections? 

Mr.  Taylor.  That  is  a  proposition  on  which  every  man  may  have  his 
own  opinion. 

The  Chairman.  Very  well.  I  do  not  ask  you  for  any  opinion  but 
your  own. 

Mr.  Taylor.  And  on  which  I  suppose  every  man's  opinion  is  liable 
to  be  colored  somewhat  by  his  wishes.    That  is  all  I  know  about  it. 

Tlie  Chairman.  But  you  have  an  opinion? 

Mr.  Taylor.  Yes,  sir.    I  do  not,  however,  regard  it  as  valuable. 

The  Chairman.  We  would  like  to  have  it.  We  regard  it  as  of  value, 
and  your  colleagues  thought  it  was  valuable  when  they  sent  you  here. 

Mr.  Taylor.  I  speak  only  of  .the  portion  of  the  country  in  which  I 
live,  the  central  West;  and  I  may  say  that  I  have  been  somewhat  sur- 
prised myself  to  find  such  a  steady  growth  in  favor  of  the  gold  standard 
as  I  have  found. 

Mr.  Johnson.  That  is  particularly  the  case  in  Indiana,  and  has  been 
my  observation  and  experience. 

EFFECT  OF  THE  PROPOSED  LEGISLATION  AS  TO  SILYEB. 

The  Chairman.  One  other  question.  Do  you  think  it  good  states- 
manship to  throw  this  question  into  the  House  in  a  banking  bill, 
which,  as  you  say,  has  no  connection  with  the  question  at  all,  when 
public  opinion  is  growing  in  that  direction,  inasmuch  as  it  will  provoke 
discussion,  which,  in  our  experience  here,  will  last  for  several  months, 
and  probably  for  years — because  the  bill,  as  you  have  stated  here,  will 
immediately  and  at  once  practically  eliminate  silver  as  a  money  metal 
and  as  a  legal  tender 

Mr.  Taylor.  I  beg  your  pardon ;  I  have  not  stated  that. 
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The  Chairman.  Well,  your  predecessor,  Mr.  Fairchild,  did. 

Mr.  Taylor.  I  did  not  so  understand  it. 

The  Chairman.  That  is  what  I  understood.  I  understand  that  he 
expects  that  the  use  of  silver  among  the  people  in  paying  their  small 
obligations  will  so  take  up  the  silver  that  it  can  not  b^  used  by  banks 
in  r^eeming  money  as  a  money  metal,  that  it  will  be  relegated  to  the 
position  of  a  currency,  and  a  currency  only,  and  perform  the  fanctionB 
of  a  currency,  not  of  money  as  we  utiderstand  money  when  we  speak  of 
it  with  reference  to  specie  of  any  kind.  That  was  exactly  his  positioD, 
if  I  was  able  to  understand  it. 

Mr.  Taylor.  I  would  not  enter  upon  that  question.  I  have  always 
had  trouble  enough  to  define  my  own  position.  I  should  not  attempt  to 
define  that  of  somebody  else. 

The  Chairman.  That  was  his  view. 

Mr.  Fairchild.  Are  you  quoting  met 

The  Chairman.  No,  sir;  I  was  epitomizing  your  statement. 

Mr.  Taylor.  I  believe  it  is  recognized  in  the  court,  Mr.  Chairman, 
tliat  the  court  is  not  responsible  for  the  reporter's  synopsis  in  a  deci- 
sion. I  think  it  might  not  be  amiss,  then,  if  I  should  state  right  h^ 
my  view  of  what  the  effect  on  the  silver  circulation  would  be  if  this  bill 
should  become  a  law.  The  silver  dollar  has  been  reduced  by  the  fall 
in  the  value  of  silver  to  the  situation,  really,  of  a  token  coin.  It  circa- 
lates  at  the  value  of  a  dollar  in  gold,  when  its  real  value  is  txt  less. 

Mr.  Cox.  As  compared  with  goldt 

Mr.  Taylor.  As  compared  with  gold.  The  silver  question  at  large 
is  in  the  air  all  over  the  world.  The  fall  of  silver  has  pat  all  the  civi* 
lized  nations  in  the  same  box,  to  a  certain  extent.  They  are  all  carry- 
ing large  volumes  of  silver,  at  a  current  value  far  exceeding  its  real 
value.  What  the  final  solution  of  that  question  will  be,  I  do  not  know, 
and  I  do  not  think  anybody  is  wise  enough  now  to  know.  What  the 
final  solution  of  it  ought  to  be,  no  one  is  wise  enough  to  know.  We 
have  in  circulation  now  $350,000,000  of  smaU  biUs.  By  small  bills  I 
mean  fives,  twos,  and  ones.  This  quantity  of  small  biUs  is  in  circula- 
tion, and  answers  the  demands  of  the  business  world.  We  have  also 
in  circulation  $60,000,000  in  silver  in  metal — the  silver  dollars  them- 
selves— making  a  total  of  $414,000,000  of  money,  in  denominations  of 
fives,  twos,  and  ones,  and  this  quantity  of  small  money  has  been  foaod 
by  the  practical  operation  of  the  law  of  trade  to  be  about  what  is 
required  by  the  business  of  the  people  at  this  time,  and  we  may  assume, 
I  take  it,  that  for  the  future  not  less  than  that,  and  probably  an  increas- 
ing amount  as  the  population  increases,  will  be  required  to  meet  the 
conveniences  of  the  people.  We  have  something  over  $450,000,000 
in  sijver  dollars.  If  we  put  that  entire  amount  of  silver  into  the  form 
of  five-dollar,  two-dollar,  and  one-dollar  bills,  certificates 

The  Chairman.  Why  not  pay  it  right  out  of  the  Treasury  and  let 
the  people  have  it! 

Mr.  Taylor.  The  people  will  not  have  it. 

The  Chairman.  How  do  you  know! 

Mr.  Taylor.  I  have  what  seems  to  me  to  be  the  best  reason  for 
believing  so;  because  the  Oovernment  has  been  trying  tor  eleven  years 
to  get  them  to  take  it,  and  without  success.  I  looked  at  the  sub- 
Treasury's  books  in  New  York  not  long  ago — the  week  before  last— and 
I  found  for  the  year  ending  June  30,  18*J7,  the  Government  had  sent 
out  at  its  own  cost  for  ezpressage,  something  over  $72,000,000  in  silver. 

Mr.  Cox.  Upon  the  statement  that  is  made  by  the  Secretary  of  the 
Treasury  he  estimates  the  charges  paid  by  the  Government  for  sending 
out  silver  at  $70,000. 


CHANGES  IN   THE   CUBRENCT   SYSTEM.  287 

Mr.  Taylob.  I  was  going  to  mention  that 

Mr.  Cox.  Bat  have  von  the  figures  to  show  how  much  silver  was 
sent  oat  at  the  cost  of  |70,000t 

Mr.  Taylob.  I  can  tell  yon  exactly. 

Mr.  Oox.  Let  as  have  that,  then,  please. 

Mr.  Taylob.  I  saw  it  on  the  book. 

Mr.  Cox.  Some  books  are  good  authority. 

Mr.  Taylob.  I  will  state  it.    I  do  not  pretend  to  be  authority,  myself. 

Mr.  Oox.  If  yon  paid  $70,000  to  put  silver  out 

Mr.  Taylob.  I  did  not  say  that. 

Mr.  Oox.  The  Secretary  says  that. 

Mr.  Taylob.  I  am  goiug  to  state  what  I  believe  to  be  the  fact.  That 
is  this:  That  for  the  year  eiidiug  June  30, 1897,  the  silver  sent  away 
from  the  subtreasuries  of  the  United  States  was  seventy-two  million 
and  some  odd  thousand  dollars.  The  amount  sent  back  during  the 
same  time  was  seventy-three  million  and  some  odd  thousand  dollars. 
So  at  the  end  of  the  year  there  was  $700,000  in  silver  money  less  in 
circulation  than  there  was  at  the  beginning,  although  the  Government 
daring  the  year  had  sent  out  $72,000,000;  and  of  that  $72,000,000, 
$41,000,000  had  been  sent  by  express  and  $81,000  had  been  paid  for 
ezpressage,  and  all  that  came  back.  The  people  paid  their  own  express- 
age  on  the  money  that  was  sent  back. 

POPULAB  USE  OF  COIN  MONEY. 

Mr.  FowLEB.  If  the  certificates — ^the  ones,  twos,  and  fives — had  been 
correspondingly  canceled,  or  if  they  were  all  canceled,  and  the  silver 
was  out  at  t£e  end  of  a  year,  do  you  not  think  the  people  would  be 
as  well  satisfied  as  they  are  now  with  the  certificates?  With  Cali- 
fornia before  you  as  an  Ulastration,  with  Mr.  Oamett,  who  lives  there, 
refusing  to  sign  the  report  recommending  this  bill,  because  he  uses 
silver,  and  with  the  practices  of  Germany  and  France  and  other  coun- 
tries before  you,  do  you  not  think  that  at  the  end  of  a  year  the  i>eople 
would  be  just  as  well  satisfied  with  the  silver  as  they  would  be  now 
with  the  small  certificates  f 

Mr.  Taylob.  I  do  not  think  so.    They  would  take  it  if  they  had  to. 

Mr.  MoOlbaby.  Would  not  that  fact--the  presence  of  the  gold  and 
silver  in  the  hands  of  the  people  from  day  to  day — ^be  the  best  kind  of 
an  education  in  the  other  direction  that  you  spoke  of  awhile  ago  t  Would 
it  not  be  the  best  kind  of  an  education  as  to  what  money  really  ist 

Mr.  Taylob.  Well,  it  would  be  a  good  object  lesson,  but  I  do  not 
think  I  am  prepared  to  say  it  would  be  the  best  one. 

The  Ghaibman.  Would  not  that  be  the  only  way  to  find  out  what 
the  people  want  and  to  get  their  opinion  of  any  currency  system  f 

Mr.  Taylob.  Yes,  sir. 

The  Ghaibman.  Do  you  know  of  any  other  Government  in  the  world 
that  coins  money  and  then  itself  issues  paper  representatives  of  it 
directf 

Mr.  Taylob.  I  do  not  know  that  I  ever  heard  of  one. 

The  Ghaibman.  Does  not  that  contradict  the  whole  theory  of 
coinage  t 

Mr.  Taylob.  I  think  it  does.  I  think  it  is  an  inconsistency  in  our 
system. 

Mr.  Ketwlands.  You  do  not  think  that  this  feeling  on  the  part  of  our 
people  is  the  result,  if  I  may  use  your  term,  of  miseducation  during  the 
past  twenty-five  or  thirty  years  f  Have  they  not  become  accustomed  to 
the  use  of  paper  money,  and  is  it  not  a  mere  habit  that  can  be  revolu- 
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tiouizedt  I  find,  for  instance,  that  I  change  my  habits  with  reference 
to  money  twice  a  year.  I  go  to  the  Pacific  Coast  in  the  sammer,  and 
there  get  the  metal  money.  At  first  I  do  not  like  the  metallic  money 
oat  there,  bat  then  1  get  accustomed  to  it;  Then  I  come  East;  and 
when  I  get  into  Nebraska  they  hand  me  over  the  dirty  paper  money, 
and  I  don't  like  that;  I  object  to  that.  In  time,  however,  I  get  to  like 
the  paper  best,  and  then  I  go  back  again  to  the  Pacific  Coast  and  go 
throngh  the  same  process  again.  Kow,  yon  do  not  think  that  this  is  a 
mere  matter  of  misedacation;  that  the  people  during  the  war  and  dur- 
ing the  ^^shiii plaster"  times  prior  to  the  war  got  into  the  habit  of  using 
the  paper  representatives  of  money  instead  of  the  real  money,  and  that 
the  true  thing  to  do  is  to  turn  them  back  to  the  methods  that  are  now 
employed  in  Europe  and  countries  that  are  upon  a  sound  financial 
basis,  having  the  actual  metal  itself  in  circulation,  and  distinguishing 
between  coiu  on  the  one  haud  and  mere  paper  or  uncovered  currency 
on  the  other  handt 

Mr.  Taylor.  I  want  to  say,  in  answer  to  Mr.  Newlands,  that  I  con- 
sider that  it  is  almost  altogether  a  matter  of  habit.  There  is  no  donbt 
about  that.  But  the  habits  of  people  about  things  of  that  kind  are 
exceedingly  tenacious  sometimes.  The  habits  of  money,  and  habits  of 
dress,  and  habits  of  all  kinds,  when  they  once  take  root  are  difiicnlt  to 
eradicate,  and  I  think  the  people  of  the  United  States  would  resent 
very  vigorously  the  withdrawal  of  all  pax)er  money  under  $10.  I  do 
not  think  they  would  be  satisfied  with  that  change.  I  think  men 
would  be  beaten  for  Congress  on  that  issue  if  it  were  forced. 

Mr.  C apron.  Since  you  speak  of  habits  of  the  people  in  regard  to 
their  money,  and  dress,  and  those  things,  I  would  ask  if  it  has  not 
occurred  to  you  that  the  habits  of  using  money  might  possibly  be 
changed  if  the  fashion  should  emanate  from  some  head  center  like  Paris 
or  Washington;  that  as  the  people  form  their  habits  in  regard  to  dress 
and  other  things  firom  the  fashion  set  at  those  centers,  so  might  they 
not  form  their  habits  in  regard  to  money? 

Mr.  Taylor.  That  would  have  its  efi'ect. 

Mr.  FowLEB.  This  question  is  an  interesting  one.  Mr.  Newlands 
has  been  si^eaking  about  the  use  of  gold  and  silver  money  in  the  West, 
and  having  to  change  his  habit  when  he  comes  East.  I  would  like  to 
ask  him  which  kind  of  mouey  he  prefers? 

Mr.  Newlaiids.  I  much  prefer  the  metal  money,  both  gold  and  silver. 

Mr.  Taylor.  There  is  a  question  entering  into  this  which  1  think 
will  be  found  to  have  considerable  force.  A  large  share  of  the  business 
of  the  country,  especially  the  small  purchases,  is  done  by  women.  A 
woman  holds  her  pocketbook  in  her  haud.  She  does  not  know  how  to 
use  a  pocket.  And  we  must  remember  that  fact  in  deciding  what  is 
the  best  form  of  money  for  common  use  among  the  people.  There  is  a 
certain  adaptation  between  humau  strength  and  money,  and  when 
money  gets  to  the  point  at  which  its  avoirdupois  becomes  a  burden 
there  is  an  objection,  and  if  there  were  no  paper  money,  no  bills  below 
$10,  and  if  the  women  when  they  did  their  shopping  had  to  carry  silver 
dollars  they  would  raise  a  row  about  it. 

Mr.  Hill.  How  about  the  five-dollar  gold  piece? 

Mr.  Taylor.  That  would  help  it  out. 

Mr.  Fowler.  That  is  the  golden  bridge  to  cross  over  out 

Mr.  Taylor.  Certainly. 

The  Chairman.  Is  it  not  a  fact  that  a  very  large  body  of  our  people, 
children  especially,  who  handle  a  large  part  of  the  money  in  t-aking  it 
to  stores,  and  the  very  large  laboriug  population  of  the  South,  and  the 
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ordinary  laboriog  meD,  can  carry  coin  in  their  pockets  with  greater 
safety  and  less  liability  of  loss  than  they  can  carry  paper,  and  is  it  not 
also  true  that  the  paper  often  gets  wet  and  cramples  np  and  the  germs 
of  disease  get  in  it  and  everything  of  that  kindt  So^  would  it  not  be 
of  great  sanitary  benefit  and  economic  benefit  in  every  way  in  protect- 
ing the  people  from  loss  to  have  all  money,  say  under  $5,  in  coin? 

Mr.  Taylor.  There  is  great  force  in  that,  Mr.  Chairman,  and  I  think 
our  people  would  be  better  off  if  that  could  be  brought  about.  I  think 
they  would  be  better  off  if  they  used  more  coin  money.  I  may  be  tell- 
ing tales  out  of  school,  but  I  will  say  that  when  this  was  under  discus- 
sion in  the  commission  I  made  a  motion  that  the  smallest  paper  bill 
should  be  $3  as  a  compromise.  I  think  the  people  would  stand  that, 
without  much  complaint.  I  believe  if^ou  would  go  to  95  there  would 
be  a  great  deal  of  complaint,  but  that  if  you  say  $3  the  people  would 
not  seriously  complain,  and  perhaps  in  that  way  you  could  accustom 
them  to  the  use  of  coin,' and  eventually  they  would  allow  $5  to  be  the 
lowest  denomination  of  paper  money. 

Mr.  FowxER.  Suppose  you  had  $8  in  your  pocket,  and  in  one  case 
you  had  it  in  a  one-dollar  bill,  a  two-dollar  bill,  and  a  five-dollar  bill, 
making  $8;  or  you  had  a  five-dollar  gold  piece,  and  the  rest  in  silver. 
Now,  after  a  moment's  reflection,  don't  you  think  the  latter  would  be 
more  cleanly  and  preferable  as  a  matter  of  habit?  Do  you  not  think 
you  would  prefer  to  have  $8—95  in  gold,  and  say  a  couple  of  dollars  in 
ailver  in  your  pocket;  would  you  not  prefer  that? 

Mr.  Taylor.  I  would. 

The  Chairman.  You  have  only  given  him  $7.  I  hope  you  will  keep 
that  arithmetic  straight 

NO  DANQER  IN  THE  SILVER  DOLLARS. 

Mr.  Taylor.  That  is  a  little  side  issue.  I  commenced  to  give  you  a 
statement  of  what  I  understood  to  be  the  provisions  of  this  bill  in 
regard  to  silver,  and  that  we  have  about  enough  silver  in  existence  to 
supply  the  wants  of  the  country  for  small  money,  and  we  could  have  it 
in  the  form  of  bills  or  in  the  form  of  silver  dollars.  That  would  not  be 
material.  Now,  I  consider  that  the  supply  of  small  money  which  is 
actually  needed  for  daily  use,  when  it  was  once  scattered  over  the  coun- 
try, would  be  next  to  impossible  to  get  back  in  any  considerable  amount. 
If  any  man  tried  to  gather  it  up  to  take  it  to  the  Treasury  to  get  gold 
for  it  he  would  find  a  force  pulling  the  other  way  which  it  would  be 
hard  to  resist.  The  first  instinct  of  a  bank  is  to  be  prepared  to  supply 
the  wants  of  its  customers,  and  one  of  the  first  things  that  a  bank 
looks  out  for  is  that  it  shall  have  enough  small  money  to  answer  the 
demands  of  its  customers.  If  the  country  had  $350,000,000  in  small 
silver  certificates  and  $60,000,000  in  silver  it  would  be  needed  so  much 
for  daily  use  that  you  could  not  get  it  away  from  the  people.  There- 
fore, in  my  opinion,  there  would  be  no  possible  danger  of  any  run  on 
the  Treasury  by  means  of  the  silver  dollars. 

Mr.  MoOlrary.  I  would  like  to  ask  if  your  plan  contemplates  the 
storing  of  the  silver  dollars  themselves  in  the  Treasury  and  the  use  of 
the  silver  certificates  themselves  as  a  currency? 

Mr.  Taylor.  Yes,  sir. 

Mr.  MgCleary.  Is  there  not  this  objection  to  that  plan :  Would  not 
people  who  find  the  personal  lack  of  money  at  a  particular  moment  say, 
^Lwk  there,  the  Government  has  stored  up  in  its  vaults  millions  of 
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dollars;  ought  it  not  to  put  it  into  circulation?" — ^forgetting  that  it 
would  be  in  circulation  in  the  form  of  certificates  f 

Mr.  Taylgb.  I  do  not  think  that  is  an  objection. 

Mr.  McOleaby.  I  find  that  question  meeting  me  every  little  while. 

Mr.  NEWiiANDS.  Do  you  not  think  that  there  is  the  same  impression 
throughout  the  world,  that  the  piling  up  of  $350,000,000  or  more  of  sil- 
ver dollars  in  the  United  States  Treasury  constitutes  a  menace  to  the 
world  itself  ?  Do  they  not  lose  sight  of  the  fact  that  these  silver  dollare 
are  in  actual  circulation  among  the  people  through  their  paper  representr 
atives  in  the  shape  of  silver  certificates,  and  regard  it  as  a  massing  of 
silver  which  may  at  some  time,  by  some  kind  of  legislation,  be  thrown 
ui>on  the  markets  of  the  worlds  just  as  the  German  silver  was,  after 
the  Franco-Prussian  war;  and^o  you  not  think  that  the  accnmidation 
of  silver  in  the  Treasury  of  the  United  States  has  had  something  to  do 
with  the  idarm  that  has  been  created  throughout  Europe,  not  only  as 
to  the  prevailing  large  stock  of  silver;  but  tlfe  xM>8sible  increased  pro- 
duction in  the  fdture,  having  some  effect  on  its  market  price! 

Mr.  Taylor.  No:  I  have  not  thought  of  it  in  that  way. 

Mr.  Nbwlands.  Do  you  not  thiuk  that  in  this  country  thtt»  are  a 
great  many  people  who  do  not  know  that  the  silver  is  still  in  ciicola- 
tion  through  the  silver  certificates  f 

Mr.  Taylob.  I  can  not  say  that  I  have  found  any  such  people  amoDg 
my  acquaintances. 

Mr.  Newlands.  I  have  met  with  a  great  many  myself,  and  abroad! 
found  that  that  was  quite  a  general  .impression,  that  we  had  a  great 
stock  of  silver  here  and  that  it  was  not  utilized. 

Mr.  Taylob.  That  might  be  so.    I  can  not  say. 

The  Ohaibman.  Whether  that  is  so  or  not,  not  one  man  in  a  thonsand, 
when  he  receives  a  bill,  stops  to  see  whether  it  is  a  bank  note  or  a  silver 
certificate,  or  what  it  is.  Unless  his  attention  is  especially  called  toit^ 
he  does  not  notice  it.  There  is  no  distinction ;  he  thinks  that  it  is  all 
national  bank  money. 

Mr.  Taylob.  Very  few  people  notice  the  difference,  or  think  of  the 
difference. 

The  Ohaibman.  And  they  do  not  know  that  this  coin  is  collateral 
for  these  silver  certificates  t 

Mr.  Taylob.  Very  few  people  think  of  that.  That  is  one  of  the 
consequences  of  the  greenback  circulation.  It  has  accustomed  the 
people  to  take  pieces  of  paper  with  pictures  on  them.  That  is  all  they 
notice. 

The  Ohaibman.  Is  it,  then,  your  opinion  that  the  general  feeling  of 
affection  which  the  people  seem  to  have  for  the  greenbacks  is.becaa86 
they  want  the  paper  money? 

Mr.  Taylob.  No,  not  that  merely;  not  because  they  want  paper 
money  merely.  I  think  the  affection  of  the  people  for  the  greenbacks 
is  a  peculiar  patriotic  instinct.  The  greenback  is  associated  in  their 
minds  with  the  preservation  of  the  Union. 

The  Chaibman.  And  you  think  the  majority  of  the  people  in  the 
ordinary  way  of  life  draw  the  distinction  between  the  greenback  and 
the  bank  note,  and  so  on? 

Mr.  Taylob.  Not  at  all. 

The  Ohaibman.  That  is  what  I  meant. 

Mr.  Taylob.  No;  not  at  all.  In  actual  transactions  I  think  men  ver^ 
rarely  take  notice  of  what  kind  of  money  they  are  handling.  It  is  only 
when  you  begin  to  talk  to  them  on  the  subject  of  greenbacks  that  they 
notice  the  difference. 
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aSADUAL  BSTIBEMENT  OF  THE  QBEENBAGKS. 

l^ow,  Mr.  Chairman,  I  want  to  say  farther  that  the  plan  herein  pro- 
posed for  the  retirement  of  the  greenbacks  contemplates  that  it  shall 
be  very  gradual,  and  so  guarded  that  it  can  not  result  in  any  iiyurious 
contraction  of  the  currency.  By  the  terms  of  the  bill  as  proposed, 
greenbacks  are  to  be  canceled  to  the  extent  of  $50,000,000,  and  after 
that  the  cancellation  can  proceed  no  more  rapidly  than  bank  notes  are 
issued  until  the  limit  of  five  years  is  reached.  After  five  years  they 
may  be  canceled  to  the  extent  of  one  fifth  of  those  outstanding  each 
year,  for  five  years  longer.  So,  if  they  were  all  presented  for  payment, 
they  could  disappear  in  ten  years.  But  that  one  half  of  them  will  dis- 
appear in  ten  years  I  do  not  believe.  My  belief  is  that  if  such  provision 
is  made  by  law  a  great  deal  more  trouble  is  going  to  be  had  to  get  the 
greenbacks  in  than  to  pay  them. 

The  Ghaibhan.  They  having  become  gold  certificates  it  saves  the 
banks  the  trouble  of  storing  the  gold.  Why  should  not  every  dollar 
of  gold  go  in  there  and  these  gold  certificates  be  out  for  it? 

Mr.  Taylob.  I  would  rather  have  the  bills  come  in. 

The  Ghaibman.  But  why  would  not  all  the  gold  come  into  the  Treas- 
ury and  the  banks  hold  the  greenbacks  and  gold  certificates? 

Mr.  Taylob.  I  think  they  would  do  so  to  a  large  extent. 

The  Ghaibdcan.  Then  we  would  not  get  ahead.  The  Government 
would  not  have  a  cent  to  redeem  when  gold  is  called  for  unless  those 
who  desired  gold  had  the  certificates. 

Mr.  Taylob.  Of  course  as  long  as  any  greenbacks  remained  out- 
standing the  Government  would  have  to  hold  itself  in  readiness  to  take 
care  of  them  if  they  came  in. 

The  Ghaibman.  Then  the  Government  is  out  of  the  business  except 
as  a  storer  of  gold? 

Mr.  Taylob.  Yes;  in  one  sense  that  would  be  the  case. 

The  Ghaibman.  Who  would  be  the  next  storer! 

Mr.  Taylob.  When  that  time  should  come,  I  should  think  it  would 
be  necessary  to  take  some  steps  to  secure  the  redemption  of  the  green- 
backs. 

NO  SEBIOUS  OONTBACTION  OP  THE  CUBBENCY. 

I  was  proceeding  to  say,  or  about  to  say,  Mr.  Chairman,  that  the  sum 
of  $50,000,000  was  named  from  a  variety  of  considerations.  It  was  con- 
sidered first  that  the  logical  way  to  deal  with  the  subject  was  to  pay  the 
notes.  They  are  a  debt.  They  are  a  debt  of  the  Government  which 
we  must  pay  some  time,  unless  it  shall  be  determined  that  this  sort  of 
money  shall  be  adopted  as  the  permanent  money  of  the  Government,  or 
unless  the  Government  shall  say  on  the  one  side  that  the  United  States 
promises  to  pay  this  note,  and  on  the  other  side  that  it  does  not  intend 
ever  to  pay  it.  If  it  is  to  be  paid,  the  logical  way  to  deal  with  it  is  when 
it  is  paid  to  put  it  out  of  existence  as  a  paid  obligation.  But  it  was  part 
of  this  plan  to  so  guard  the  processes  of  the  redemption  that  by  no 
possibility  could  it  operate  to  produce  a  serious  contraction  of  the  cur- 
rency. 

It  was  considered  that  the  redemption  might  go  on  to  the  extent  of 
$50,000,000  without  producing  any  injurious  contraction  of  the  currency. 
We  thought  that  the  present  volume  of  money  in  the  United  States 
could  spare  $50,000,000  without  any  serious  contraction  before  any 
other  thing  came  in  to  take  its  place,  and  that  that  limit  was  one  which 
it  would  1^  a  safe  one  to  adopt  in  view  of  the  fact  that  it  would  not 
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operate  to  prodace  an  injurious  contraction  of  the  currency.  It  was 
considered  that  it  ought  not  to  go  beyond  that  unless  bank  notes  had 
come  out  to  fill  its  place,  and  it  was  considered  further  that  the  knowl- 
edge of  the  fact  that  the  greenbacks  were  to  be  retired  to  the  extent  of 
$50,000,000  would  have  an  encouraging  effect  on  the  banks  to  issae 
their  notes.  They  could  do  it  with  the  knowledge  of  the  fact  that  the 
progress  of  redemption  was  going  to  make  way  for  $60,000,000  of  their 
notes.  That  particular  sum  of  $50,000,000  was  empirically  selected,  and 
there  was  no  reason  that  I  know  of  why  it  might  not  have  been  $40,000,000 
or  $60,000,000.  Simply  on  general  consideration,  for  the  reasons  I  have 
stated,  $50,000,000  was  selected  as  a  sum  which  seemed  to  meet  the 
conditions. 

Of  course  reform  which  contemplates  the  retirement  of  existing 
greenback  circulation  must  make  some  provision  for  money  of  some 
sort  to  take  its  place.  I  have  no  doubt  at  all  in  my  own  mind  that  the 
establishment  of  a  sound  monetary  system  in  the  United  States  and 
the- placing  of  its  gold  standard  on  a  foundation  which  will  inspire  con- 
fidence at  home  and  abroad  will  result  in  a  large  increase  of  onr  gold 
circulation.  I  think  there  is  no  question  about  that.  Indeed,  I  think 
we  have  already,  as  a  result  in  part  of  the  repulse  of  the  free-silver 
attack  in  1896,  an  increase  in  that  direction ;  that  there  is  already  a 
visible  and  considerable  increase  in  the  gold  circulation. 

SOUND  BANK  OntOULATION  NEEDED. 

But  some  provision  must  also  be  made  for  a  paper  circulation,  and  it 
ought  to  meet  certain  requisites.  The  system  shoald  be  a  national  one. 
It  seems  to  me  that  a  system  organized  under  the  laws  of  forty-five 
different  States  would  be  intolerable.  I  can  conceive  of  no  way  in  the 
world  in  which  such  a  variety  of  banking  institutions  could  issue  notes 
which  would  be  equally  current  in  all  parts  of  the  country.  In  approach- 
ing that  subject,  it  was  considered  by  the  commission  that  they  were 
preparing  a  plan  which  must  be  large  enough  to  sufQce  for  the  needs 
of  the  country  for  fifty  years  to  come.  It  seemed  to  us  that  the  time 
was  opportune  for  the  reorganization  of  our  currency  system  upon  a 
basis  which  we  could  call  permanent — as  nearly  permanent  as  men 
could  do  things  of  that  kind.  We  must  therefore  have  a  banking  sys- 
tem which  would  have  within  itself  the  possibility  of  the  issue  of  a 
thousand  millions  of  dollars  of  bank  notes,  and  without  a  bad  note 
among  them.  Such  a  system,  as  that,  so  vast  in  its  extent  and  so  exact- 
ing in  its  requirements,  can  not  be  predicated  ux)on  the  bonds  of  the 
United  States  Their  scarcity,  their  high  price,  and  their  short  remain- 
ing life,  make  that  impossible.  There  are  no  other  securities  in  suffi- 
cient volume  and  value  and  homogeneity  to  make  a  basis  of  a  national 
circulation.  Such  a  system  avS  we  had  in  contemplation,  therefore,  must 
necessarily  furnish  its  own  security.  It  is  not  a  question  of  choice. 
It  is  a  question  of  necessity.  If  you  are  to  lay  a  plan  for  a  banking 
system  upon  such  a  scale  and  for  such  duration,  you  are  brought  face 
to  face  with  the  utter  impossibility  of  predicating  it  upon  any  other 
security  than  its  own  assets. 

CURRENCY  ISSUED  AQAINST  BONDS. 

By  the  provisions  of  this  bill,  a  transition  from  the  present  bond- 
secured  system  to  the  general-asset  system  is  to  take  place  very  gradu- 
ally. It  is  to  begin  by  the  reduction  of  the  present  requirement  to  a 
limit  of  25  per  oent  of  the  bank's  capital.    That  sum — 2&  per  cent— was 
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selected  primarily  because  that  is  the  amonnt  of  bonds  which  the  smaller 
natioiial  banks  now  have.  Sach  a  bank  is  now  required  to  keep 
bonds  to  that  eictent,  whether  it  issues  circulation  or  not,  and  all  the 
smaller  banks  now  have  bonds  enough,  as  I  understand  it,  to  issue 
circulation  to  that  extent.  That  is  my  understanding  of  it.  So  that 
the  system  could  be  inaugurated  without  any  new  charge  or  burden 
upon  those  banks,  we  fixed  that  sum.  For  a  deposit  of  bonds  it  is  pro- 
vided that  a  valuation  shall  be  made  each  year  by  the  Secretary  of  the 
Treasury  of  each  series  of  the  United  States  bonds,  upon  a  basis  of  3 
per  cent  interest^  and  they  shall  be  received  at  that  valuation  as 
security  for  their  circulating  notes.  Bonds  which  are  ]>ayable  at  the 
option  of  the  Government,  like  the  extended  2s,  and  which  therefore 
have  no  ascertainable  value  upon  an  interest  basis,  are  to  be  taken  at 
05  per  cent  of  their  market  value. 

Any  bonds  now  out  or  hereafter  to  be  issued  bearing  interest  at  the 
rate  of  3  or  less  per  cent  are  to  be  taken  at  par.  It  is  required  that 
the  bank  shall  keep  on  deposit  in  a  guaranty  fund  in  the  hands  of  the 
Treasurer  of  the  United  States  a  sum  in  gold  equal  to  5  per  cent  of  its 
outstanding  circulation.  This  they  are  to  put  up  at  once  and  continue 
for  five  years,  so  that  for  the  first  five  years  the  circulation  itself  will  be 
secured  by  the  general  assets  and  bonds,  and  at  the  end  of  five  years 
the  banks  are  to  be  entitled  to  begin  to  withdraw  their  bonds  at  the 
rate  of  20  per  cent  per  annum  of  those  they  have  up.  So,  at  the  end 
often  years,  the  system  would  pass  into  a  system  of  circulation  on  gen- 
eral assets.  The  guaranty  fund  of  5  per  cent  is  to  be  a  common  fund 
for  the  security  of  all  the  notes  of  all  the  banks.  Upon  the  failure  of 
any  bank  its  notes  are  to  be  paid  t>ut  of  the  guaranty  fund,  and  the 
Government  is  to  indemnify  the  fund  by  immediatoly  proceeding  to 
collect  the  amount  out  of  the  assets  of  the  failed  bank,  upon  which  it 
is  to  have  a  first  lien. 

Mr.  Cox.  Upon  the  failure  of  a  bank  those  notes  have  to  be  paid  by 
the  Government,  and  then  the  Government  protects  itself  out  of  the  5 
per  cent  guaranty  fundi 

Mr.  TAYL.OB.  No.  They  are  paid  out  of  the  guaranty  fund,  and 
then  the  Government  indemnifies  the  guaranty  fund  by  calling  on  the 
assets  of  the  bank  and  putting  the  necessary  amount  back  in  the  fund. 

Mr.  Prince.  Suppose  there  should  not  be  sufficient  money  in  the 
guaranty  fundi 

Mr.  Taylor.  Then  the  Comptroller  would  make  assessments  on 
all  the  banks.  What  would  happen  after  the  guaranty  fund  was 
exhausted,  should  there  then  be  necessity  for  redeeming  bills,  is  not 
provided  for. 

Mr.  Johnson.  Would  it  not  require  a  considerable  loss  before  the 
guaranty  fund  would  be  exhausted  I 

Mr.  Taylor.  An  inconceivable  loss. 

Mr.  Johnson.  It  is,  then,  tfardly  a  possible  contingency! 

Mr.  Taylor.  It  is  as  possible  as  another  flood. 

Mr.  Johnson.  Not  a  human  probability  I 

Mr.  Taylor.  I  should  think  not. 

The  Chairman.  How  many  inhuman  probabilities  do  you  provide  for 
in  your  bill! 

Mr.  Taylor.  Two  or  three.  But  a  man  could  conceive  of  some 
probabilities  which  are  not  in  here.  If  the  guaranty  fund  becomes 
impaired,  if  it  is  reduced  to  any  degree,  the  Comptroller  has  authority 
to  make  it  up  by  assessing  the  banks,  and  so  the  condition  suggested 
could  not  come  about  unless  so  many  oanks  should  fail  so  quickly  that 
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they  would  swallow  the  guaranty  fand  before  the  Oomptroller  had  time 
to  make  any  assessments. 

Mr.  McGlbabt.  Such  a  condition  never  has  happened! 

Mr.  Taylob.  No,  sir. 

Mr.  MoGleabt.  And  no  such  condition  has  ever  been  even  ap- 
proached! 

Mr.  TayXiOB.  Ko,  sir;  according  to  the  experience  of  the  national- 
banking  system  for  thirty-five  years,  a  5-per-cent  gnaranty  fund  alone, 
with  no  replenishment  at  all,  will  pay  all  the  losses  for  one  hundred  and 
thirty  years,  according  to  the  experience  we  have  had. 

Mr.  MoCleaby.  Is  it  not  a  fact  that  every  dollar  yon  take  out  of 
this  fund  depletes  their  loanable  capital! 

Mr.  TATI-.OB.  Yes,  sir. 

Mr.  McGleaby.  And  makes  it  higher  by  that  much  to  the  people 
they  serve! 

Mr.  Taylob.  I  do  not  quite  agree  to  that. 

Mr.  McGleaby.  Then  how  do  they  make  any  money!  Is  it  what 
they  loan!  Then,  if  you  deplete  the  loanable  fund  you  make  interest 
higher! 

Mr.  Taylob.  I  would  say  that  the  necessity  of  putting  op  a  5  per 
cent  guaranty  fund  is  but  little  burden  on  the  business  of  banking. 

Mr.MoGLBABY.  And  that  means  the  business  of  the  people,  does 
it  not. 

Mr.  Taylob.  It  does,  and,  so  far  as  it  would  go,  it  would  tend  to  throw 
a  burden  on  the  people  in  the  way  of  interest.  But  by  being  able  in 
that  way  to  create  an  absolute  security  for  their  notes,  they  are  attain- 
ing that  end  at  less  expense  than  fhey  can  attain  it  in  any  other  way. 
It  is  indispensably  necessary  to  a  national  banking  system  that  every 
note  shall  be  good  everywhere;  that  no  man  shall  be  asked  to  look  at 
the  paper  to  see  whether  it  is  good  or  not.  The  notes,  therefore,  must 
rest  upon  a  single  security,  and  the  notes  of  the  present  system  do  all 
rest  on  the  security  of  the  national  bonds.  The  notes  of  the  proposed 
system,  so  far  as  the  holder  of  the  notes  is  concerned,  all  rest  upon  one 
single  guarantee  fund  in  gold.  Now,  I  do  not  think  it  is  possible  that 
any  other  security  could  be  put  up  by  the  banks  which  would  attain 
that  end  which  would  be  as  economical  to  them  as  this.  Government 
bonds — ^bon  ds  of  the  United  States — wi  11  always  be  hi  gh .  We  can  think 
of  no  condition,  unless  it  be  one  of  such  devastation  by  war  as  that  our 
credit  would  be  entirely  broken  down,  in  which  case  the  bonds  of  the 
United  States  would  not  be  good  security,  which  will  not  keep  them 
high,  and  produce  to  the  holder  a  very  small  return  in  money.  Kow, 
if  the  bank  is  called  upon  to  choose  between  an  Investment  of  that 
kind  in  high-priced  securities  to  secure  its  notes  and  putting  up  5  per 
cent  of  its  notes,  the  money  is  the  cheaper. 

Mr.  Johnson.  Therefore  the  money  is  cheapest  to  the  people! 

Mr.  Taylob.  The  money  is  cheapest  to  the  people  and  the  bank. 

Mr.  FowLEB.  You  don't  overlook  the  fact  that  if  you  take  that  2  per 
cent  bond,  take  $100,000  and  buy  bonds  and  then  get  $95,000  of  it,  it 
would  be  as  economical  as  this  is!  Because  you  have  every  dollar  of 
it  within  5  per  cent.  I  admit  what  you  say,  where  our  present  law 
continues;  but  should  the  law  be  put  upon  your  own  basis,  namely, 
that  for  a  bank  which  now  has,  for  instance,  $100,000  of  the  19258  the 
Secretary  of  the  Treasury  shall  find  the  present  value  at  3  per  cent, 
which  would  allow  the  banker  to-day,  who  held  $100,000  of  those  bonds, 
not  only  to  have  $90,000,  but  to  have  $130,000.  How  will  that  strike 
the  House  when  we  present  it!    That  is  the  question.    You  see  the 
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potntt  A  banker  woald  have  $130,000  in  oircolation.  The  point  is 
that  if  he  got  par  on  that  basis  he  has  got  dollar  for  dollar  back  of  the 
bank  notes,  and  he  is  getting  3  per  cent  for  his  bonds,  and  you  have 
removed  all  tax  on  the  circmlation,  and  he  has  got  jnst  as  much  money 
to  loan  as  before  he  got  the  bonds. 

The  Chairman.  Is  not  what  Mr.  Fowler  has  said  tmef 

Mr.  Taylor.  I  am  not  prepared  to  say  it  is  not. 

Mr.  Fowler.  Are  you  not  willing  to  admit  it  is  absolutely  tme) 

Mr.  Taylor.  I  admit  this.  I  do  not  know  much  about  these  things, 
but  here  is  the  way  it  looks  to  me:  If  a  bank  is  required  to  put  up  some 
form  of  bond  as  security  for  its  notes,  it  gets  whatever  interest  those 
bonds  produce,  much  or  little.  If  it  can  put  out  its  notes  on  its  com- 
mercial assets,  it  has  them  in  place  of  the  bonds.  A  bank  in  Indiana 
Xmtting  up  $100,000  for  bonds  on  this  assumed  basis  would  be  getting 
3  per  cent  on  that  much  of  its  capital.  If  it  did  not  have  to  buy  those 
bonds,  it  would  invest  that  in  commercial  securities  at  8  per  cent,  com- 
pounded every  ninety  days. 

Mr.  Fowler.  Buying  the  bonds  does  not  prevent  you  from  investing 
in  assets. 

Mr.  Taylor.  You  can  not  do  both. 

Mr.  Fowler.  Yes,  you  get  your  notes  back.  You  give  them  $129,000 
in  any  kind  of  lawful  money  and  before  you  leave  town  you  leave  your 
bonds  there,  and  they  give  you  $130,000  of  national- bank  notes.  So 
you  have  $1,000  more  than  you  brought  there,  to  loan  out! 

Mr.  Taylor.  These  amounts  do  not  cut  any  figure.  The  banker  who 
buys  bonds  to  put  out  his  notes  locks  up  that  much  money.  Gall  it 
3  jier  cent.  Say  he  gets  3  per  cent  on  the  amount  he  puts  in,  and  the 
security  on  his  notes  therefore  costs  him  the  difference  between  3  per 
cent  and  the  amount  he  gets  for  that  same  money  in  commercial 
securities. 

Mr.  Fowler.  What  has  he  lost! 

Mr.  Taylor.  The  difierenoe  between  the  interest  on  his  bonds  and 
the  interest  on  the  same  money  invested  in  commercial  securities. 

Mr.  Fowler.  No. 

Mr.  Taylor.  I  am  assuming  that  he  gets  3  per  cent  on  the  money 
he  puts  in.  Now,  the  man  who  can  invest  his  capital  in  commercial 
securitieB  and  secure  his  notes  by  taking  out  5  per  cent  of  his  money 
and  putting  it  in  the  guaranty  &nd,  according  to  my  assumption,  is 
getting  a  security  at  a  less  cost  than  the  man  who  puts  his  money  into 
low-interest  bonds. 

The  OHAiRifAN.  The  principle  of  the  present  law  is  to  take  out  of 
the  bank  the  day  it  begins  business  all  of  its  capital  and  lock  it  up  so 
it  can  not  loan  it. 

Mr.  Taylor.  I  agree  with  you. 

The  Chairman.  You  propose  to  take  one-twentieth  and  lock  it  up, 
and  reduce  the  earning  capacity  of  the  capital  by  three-tenths  of  1  per 
cent  and  then  argue  that  that  will  not  make  interest  higher.  Is  that 
your- proposition  t 

tSx.  Taylor.  Pretty  nearly.  I  want  to  add  just  this  to  what  you 
say:  The  bank  having  done  that  will  have  $95,000  of  its  capital,  which 
it  can  loan  at  the  current  rate  of  interest. 

The  Chairman.  It  would  have  $100,000  if  it  did  not  put  up  this  sum. 

Mr.  Taylor.  Yes;  but  if  the  current  rate  of  interest  is  not  greater 
tlum  that  which  it  would  receive  upon  its  bonds,  then  it  has  lost 
money  by  the  operation. 

The  Chairman.  That  is  not  a  reference  to  the  bonds. 
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Mr.  Taylor.  In  my  country  the  current  rate  of  interest  is  8  per 
cent  on  discounts,  and  it  seems  to  make  a  difference  whether  it  loans 
its  money  at  8  per  cent,  minus  5  per  cent  in  the  guaranty  fund.  The 
bank  gets  its  notes  the  same  in  both  cases.  The  difference  I  am  talk- 
ing about  is  the  cost  to  the  bank  of  protecting  its  notes.  The  bank 
gets  the  same  quantity  of  notes  to  lend  and  use  in  both  cases.  In  one 
case,  in  order  to  protect  its  notes,  it  puts  up  an  equivalent  amonnt  in 
high  bonds  at  low  interest.  In  the  other  case  it  has  that  money  to 
use  in  its  business  and  protects  its  notes  by  5  per  cent  of  the  amount, 
aiid  this  5  per  cent  is  a  deposit  simply,  and  when  the  bank  retires  it 
gets  that  back. 

What  I  was  just  saying,  Mr.  Ghairman,  simply  went  to  the  point  tbat 
this  form  of  security  seems  to  me  to  be  the  cheapest  form  which  the 
banks  can  adopt  for  the  security  of  their  circulation,  and  at  the  same 
time  the  best  form  for  customers.  We  have  been  accustomed  to  think 
that  notliing  possibly  could  be  so  secure  as  Government  bonds  for 
banking  circulation.  That  is  because  we  have  lived  under  such  a  sys- 
tem. If  the  Gonfederate  government  had  created  a  national  banking 
system  at  the  same  time  we  created  ours,  of  exactly  the  same  kind,  its 
notes  would  not  have  been  worth  much  after  the  lapse  of  a  little  while; 
and,  on  the  other  hand,  if  the  Gonfederate  government  had  created 
such  a  banking  system  as  this  which  is  proposed  and  it  had  gone  on  to 
the  downfall  of  the  Gonfederacy,  there  would  have  been  behind  the  notes 
the  assets  of  the  people  there.  They  would  have  been  worth  something. 
In  the  nature  of  things,  Mr.  Ghairman,  there  is  nothing  so  certain 
and  secure  in  a  civilized  country  as  the  continued  existence  of  its  people 
and  its  wealth  and  its  business.  Governments  may  come  and  go  and 
revolutions  may  come  and  go,  but  the  business  of  a  country  will  go  on. 

ALL  BUSINESS  RESTS  UPON  THE  LAW  OF  AVEBAGE. 

Now,  one  single  word,  Mr.  Ghairman,  upon  the  other  side  of  that 
question.  There  are  the  conservative  men  regarding  this  proposition 
from  the  banker's  standpoint,  who  look  upon  it  as  objectionable. 
There  are  some  bankers,  men  connected  with  great,  strong  banks  in 
cities,  who  say  of  this  scheme:  <<  Why,  that  puts  it  upon  us  to  insnre 
the  little  country  banks,  of  whose  management  and  solvency  we  know 
nothing."  It  seems  to  me  to  require  only  a  moment's  reflection  to  see 
that  in  such  a  system  as  this  the  real  insurance  is  the  insurance  of  the 
great  banks  by  the  small  ones.  The  strength  of  the  system  lies  in  this, 
that  it  brings  into  the  security  of  the  system  the  law  of  average.  All 
trade  and  all  civilization  and  everything  rest  upon  the  fact  that 
men  are  honest  and  fairly  competent — upon  the  average — and  that 
any  system  of  business  which  has  for  its  foundation  the  average 
intelligence  and  average  honesty  of  the  people  is  safe.  AH  business 
rests  upon  that.  Every  kind  of  business  in  every  commercial  com- 
munity rests  upon  that.  A  jobbing  merchant  who  would  sell  his  whole 
stock  to  one  man  and  charge  it  up  to  him  on  the  books  at  sixty  days' 
time  would  make  an  unsafe  and  dangerous  trade.  He  would  not  think 
of  doing  it.  But  he  can  sell  the  same  goods  to  a*  thousand  different 
men  on  the  same  terms — on  sixty  days'  time — ^and  charge  it  on  the 
books,  and  it  is  safe  business.  It  is  safe  because  he  has  distributed 
his  risk  among  a  thousand  men.  Among  those  thousand  men  there 
may  be  a  man  incapable  or  dishonest  here  and  there,  but  upon  the 
whole  his  customers  will  be  honest  and  capable,  and,  as  I  have  said, 
the  whole  business  of  the  country  rests  upon  the  assumption,  asoer- 
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tained  by  experience,  that  men  as  a  rule  are  fairly  intelligent  and 
fairly  honest. 

In  considering  this  question,  the  instinct  of  a  man  is  to  turn  his 
thoughts  toward  a  bad  bank  failure  that  he  has  heard  of.  Some  men 
will  point  to  tbe  failure  of  the  bank  at  Indianapolis,  and  assume  from 
that  that  banks  are  not  to  be  trusted.  A  railroad  accident  affects  us  the 
same  way.  Many  people,  a  few  weeks  ago,  hearing  of  the  terrible  acci- 
dent that  occurred  on  the  Hudson  River,  felt  that  they  never  wanted 
to  ride  on  a  railroad  again,  and  yet  the  next  day  the  railroad  published 
a  statement  showing  that  they  had  carried  26,000,000  people  the  year 
before  without  killing  a  man.  So,  on  the  whole,  we  know  that  it  is  safe 
to  ride  on  the  railroads.  Insurance  companies  are  ready  to  insure  your 
life  for  a  very  small  sum  for  railroad  journeys,  and  they  make  lots  of 
money  by  it.  This  proposed  scheme  brings  into  the  support  of  the 
system  this  great  law  of  average  human  competency  and  honesty,  and 
the  larger  the  number  of  them  the  stronger  the  system  will  be.  If  we 
proposed  to-day  to  any  man  comi)etent  to  form  a  judgment  on  the  sub- 
ject to  take  an  insurance  on  one  or  two  or  three  great  banks  in  New 
York  City,  or  the  same  amount  on  small  banks  throughout  the 
oonntry — I  mean  the  aggregate  of  capital  being  the  same — ^he  would 
take  the  country  banks  in  a  moment.  He  gets  the  advantage  of  the 
law  of  average.  They  are  just  as  honest,  and,  considering  the  proper- 
ties they  have  to  handle,  they  are  as  competent  as  the  banks  in  the  city. 

So,  on  the  part  of  the  bankers  themselves,  I  think  a  little  reflection 
and  a  little  patient  consideration  of  the  scheme  will  show  them  that  it 
rests  upon  the  most  solid  foundation  of  security  to  them  that  can 
possibly  be  afforded. 

PBOPOSED  SYSTEM  OP  BEDEMPTION. 

There  were  two  matters  which  passed  in  discussion  this  morning  that 
I  wanted  to  allude  to  for  a  moment.  So  far  as  the  redemption  of  bank 
bills  is  concerned,  this  bill  proposes  that  the  present  system  of  redemp- 
tion shall  continue  at  Washington  out  of  a  5  per  cent  fund  in  gold  coin, 
to  be  maintained  by  the  banks,  with  power  upon  the  part  of  the  Secre- 
tary of  the  Treasury  to  establish  additional  points  of  redemption  at 
other  snbtreasuries,  according  to  his  discretion. 

Mr.  Oox.  This  system  of  redemption  you  provide  for,  as«I  take  it,  is 
in  two  points  different  from  the  old  banking  law.  One  of  them  is  that 
yon  have  different  places  of  redemption! 

Mr.  Taylob.  No;  it  would  be  just  the  same  as  the  old  law  in  that 
respect. 

Mr.  Cox.  Then  the  redemption  is  changed  from  what  we  may  at  pres- 
ent call  lawful  money  into  a  redemption  with  gold! 

Mr.  Taylob.  That  is  almost  as  I  understand  it,  but  not  exactly.  As 
the  thing  now  stands,  the  national-bank  notes  are  redeemed  at  Washing- 
ton and  at  the  counters  of  the  banks.  They  are  redeemed  at  no  other 
places.  They  are  redeemed  at  those  places  in  lawful  money  simply. 
By  the  provisions  of  this  bill,  the  redemption  fund  of  5  per  cent  which 
is  to  be  maintained  at  Washington,  in  the  hands  of  the  Government, 
by  the  banks  is  to  be  in  gold  instead  of  lawful  money.  Hence,  the 
redemptions  of  the  national-bank  notes  which  would  take  place  at 
Washington  or  at  other  places,  if  the  Secretary  should  so  designate, 
would  be  in  gold;  but  there  is  no  requirement  that  the  bank  shall 
redeem  in  gold  over  its  own  counters.  Its  redemption  over  its  own 
oonnter  is  made  in  lawful  money. 
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I  will  give  yon  my  view  about  that,  and  tell  you  how  that  thing  dame 
about.    This  thing  was  discussed  in  these  different  aspects. 

Mr.  Cox.  Pardon  me  one  moment.  I  do  not  want  to  be  troublesome, 
but  I  do  want  to  understand  things.  Under  that  system  of  redemption 
the  notes  are  redeemable  in  goldf 

Mr.  Tatlob.  At  Washin^u. 

Mr.  Cox.  But  if  presented  at  the  bank  that  issued  them 

Mr.  Taylor.  They  may  be  redeemed  in  lawful  money. 

Mr.  Cox.  Yes,  sir;  I  understand.  Now  then,  the  banks— that  was 
the  point  I  brought  up  with  Mr.  Fairchild — may  redeem  their  notes  in 
silver,  if  they  have  it,  and  may  refuse  to  redeem  in  gold,  and  yet  the 
Government  will  redeem  them  in  goldf 

Mr.  Taylor.  Not  the  Oovernment;  the  redemption  is  by  the  bank 
through  the  agency  of  the  Government. 

Mr.  McClbary.  The  Government  being  the  trustee  for  the  bankt 

Mr.  Taylor.  Yes,  sir. 

Mr.  Nbwlands.  Making  the  fund  as  inaccessible  as  possible! 

Mr.  Taylor.  I  would  like  to  disabuse  your  mind  of  that  right  here. 
The  object  was  the  very  contrary.  I  do  not  want  to  forget  this  point, 
and  so  had  better  refer  to  it  now. 

Mr.  Cox.  I  would  rather  understand  the  point  that  I  was  on.  I  go 
to  a  bank.  We  will  say  you  are  the  president.  I  have  a  lot  of  notes 
of  your  bank,  we  will  say  95,000,  although  the  sum  makes  no  dififer- 
ence,  and  I  present  them,  and  I  say,  '^  I  want  them  redeemed  in  gold." 
You  say,  "No 5  I  will  not  do  it." 

Mr.  Taylor.    I  could  say  it. 

Mr.  Oox.  You  say  "I  will  redeem  them  in  silver." 

Mr.  Taylor.  I  could  do  that. 

Mr.  Cox.  You  have  the  right  to  do  it.    Now,  how  may  I  get  goldt 

Mr.  Taylor.  I  must  give  you  either  silver  dollars  or  greenbacks,  one 
or  the  other. 

Mr.  Cox.  I  am  going  on  the  idea  that  your  bill  has  worked  oat  flie 
greenbacks. 

Mr.  Johnson.  The  ultimate  result  of  the  system. 

•Mr.  Taylor.  Then  it  must  give  you  either  gold  or  silver. 

Mr.  Oox.  It  says  "I  will  not  give  you  gold." 

Mr.  Taylor.  Then  it  will  give  you  silver. 

Mr.  Cox.  Why  not  make  that  bank  give  you  gold,  as  well  as  the 
Grovemmentt 

Mr.  Taylor.  I  will  answer  that  and  answer  Mr.  Newlaiids  at  the 
same  time.  The  plan  proposed  contemplates  as  its  ultimate  result  a 
system  of  gold  banking  purely.  That  is  tbe  ultimate  object.  The  ques- 
tion arose  whether  the  banks  should  be  required  at  once  to  redeem  in 
gold,  or  whether  a  partial  redemption  in  gold  should  be  required.  It 
was  considered  that  as  far  as  the  banks  themselves  were  concerned 
they  would  be  willing  to  consent  to  redeem  in  gold  now.  They  already 
hold  enough  for  the  reserves,  and  as  long  as  the  Government  was  pre- 
pared to  redeem  greenbacks  in  gold  they  could  easily  get  more  if  they 
wanted,  so  it  was  not  a  question  of  difficulty  to  the  Imnks.  The  banks 
could  well  afford  to  say,  "All  right;  if  you  say  gold,  it  is  gold."  But 
it  was  considered  if  that  was  required  at  once  that  it  might  throw  a 
burden  upon  the  Treasury.  Conservative  bankers  would  say,  "Very 
well ;  gold  redemption  is  required  of  us,  and  it  is  prudent  for  us  to  have 
a  big  stock  of  gold  in  advance."  It  would  therefore  tend  to  precipitate 
a  large  demand  on  the  Treasury  for  gold  to  store  away  in  the  vaults  of 
the  banks.  Still  we  were  not  quite  willing  to  leave  the  plan  without 
some  provision  going  some  way  toward  actual  gold  redemption. 
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The  banks  are  required  to  redeem  in  two  places — at  their  own  counters 
and  at  Washington.  It  was  considered  to  be  enongh  to  require  them 
to  redeem  at  one  place  in  gold.  The  chief  redemption  would  take  place 
in  Washington.  The  redemptions  at  counters  of  banks  throughout  the 
country  do  not  amount  to  anything  in  this  country.  There  is  not  a 
dollar  in  one  hundred  thousand  that  is  redeemed  at  the  counter  of  the 
bank,  but  they  are  constantly  being  redeemed  at  Washington.  That  is 
why  that  was  done.  It  is  very  desirable  indeed  that  there  shall  be  an 
active  redemption  of  bank  notes  in  any  system.  It  is  just  as  important 
that  there  shall  be  a  constant  and  rapid  circulation  of  the  paper  as  it  is 
important  that  there  shall  be  a  rapid  circulation  of  blood  in  the  human 
frame  Under  a  system  like  ours  there  is  not  a  very  great  incentive 
toward  redemption.  It  is  important  that  there  shall  be  an  active 
redemption.  In  a  system  of  banks  like  ours,  scattered  over  a  wide  ter- 
ritory, with  banks  so  far  from  one  another,  a  sufficient  inducement  is 
not  presented  to  the  banks  to  lead  them  to  send  their  notes  home  for 
redemption.  A  bank  which  would  go  over  the  contents  of  its  cash 
drawer  and  pick  out  all  the  bank  notes  it  had  and  seud  them  home  to 
the  issuing  banks  every  day  would  ffnd  that  the  trouble  and  expense 
would  be  oat  of  proportion  to  the  advantage,  and  they  never  would  do 
that. 

The  course  of  trade  brings  constant  currents  of  money  to  New  York 
and  to  the  large  centers.  The  country  bants  have  occasion  from  time 
to  time  to  make  large  remittances  of  currency  to  New  York.  In  making 
those  remittances  they  pick  out  their  national-bank  notes  and  send 
them.  They  pick  out  by  preference  the  old  notes,  and  the  dirty  ones 
and  the  ragged  ones,  and  if  they  have  not  enough  of  that  sort  they  put 
in  any  others  they  have,  and  they  send  them  in  large  remittances  to 
New  York  City,  primarily  to  make  up  their  balances  against  which  to 
draw  exchange,  but  in  doing  that  they  send  the  national-bank  notes, 
and  the  New  York  banks  send  them  here  to  be  redeemed.  So,  in  point 
of  fact,  almost  all  the  redemption  there  is  through  our  entire  system 
has  been  through  our  great  cities  and  through  the  Treasury  here,  and 
the  redemption  comes  around  not  because  the  banks  care  to  redeem  the 
Botes,  but  because  they  make  use  of  the  currents  of  trade  to  send  them 
into  the  centers,  and  the  banks  in  the  centers  send  them  in  for  redemp- 
tion. So  the  point  of  active  redemption  is  not  at  the  bank  countero, 
but  at  the  Treasury. 

And  so  when  the  commission  provided  that  the  banks  shall  keep  up 
this  redemption  fund  in  coin  they  provided  a  gold  redemption  for  the 
greater  part  of  the  currency. 

Mr.  Gox.  Of  course  I  understand  the  theory.  Now,  let  us  try  to  get 
down  to  practice  and  see  how  it  works.  You  are  a  banker,  and  I  go 
to  your  bank  with  $1,000  of  your  notes,  we  will  say,  and  I  demand  gold 
on  them.    Can  you  refuse  it  under  this  system! 

Mr.  Taylob.  Yes,  sir.    If  I  have  the  silver  I  can  refuse  gold. 

Mr.  Cox.  Well,  say  you  have  not  any  silver. 

Mr.  Tayix)E.  Well,  then,  I  would  have  to  give  you  gold, 

Mr.  Oox.  Suppose  you  declined  to  give  it  to  met 
'    Mr.  Tayloe.  Thegold! 

Mr.  Gox.  Yes,  sir. 

Mr.  Taylob.  I  would  be  guilty  of  an  act  of  bankruptcy. 

Mr.  Gox.  Then  you  would  put  your  bank  into  liquidation  f 

Mr.  Tayloe.  Yes,  sir. 

Mr.  Gox.  So,  whether  it  goes  into  liquidation  or  not  depends  on 
whether  you  have  the  gold  or  silver  t  • 

Mr.  TAYL.OE.  Gertainly. 
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Mr.  Oox.  Would  it  not  be  the  very  first  object  of  the  bank  to  keep 
in  its  vaults  the  gold  and  silver  to  meet  its  notes? 

Mr.  Taylor.  Yes,  sir;  that  would  be  very  important. 

Mr.  Cox.  Would  it  not  be  the  most  important  thing! 

Mr.  Taylor.  No.  The  most  important  thing  would  be  to  get  busi- 
ness. 

Mr.  Cox.  I  am  talking  about  its  notes  and  not  about  its  business— 
not  about  the  business  of  making  money.  But  you  say  to  me  when  I 
present  the  notes,  *'I  will  not  give  you  any  gold,  and  I  will  not  redeem 
in  silver."  That  puts  you  in  liquidation.  Now,  I  still  have  the  notes, 
where  do  I  get  my  money! 

Mr.  Taylor.  Out  of  the  guaranty  fund. 

Mr.  Cox.  I  go  to  the  Government  and  there  get  the  gold! 

Mr.  Taylor.  Yes,  sir. 

Mr.  Cox.  When  I  present  the  notes  you  say,  "  I  will  pay  you  in  silver 
and  not  in  gold;"  and  I  say,  ^'I  will  take  the  silver."  Then  I  take  that 
silver  to  the  Government  and  get  the  gold. 

Mr.  Taylor.  Very  well. 

Mr.  Cox.  You  have  paid  me  in  silver  and  the  Government  has  paid 
me  in  gold.  So  you  malce  the  duty  upon  the  Government  to  redeem  in 
gold  and  leave  the  bank  the  right  to  redeem  in  silver! 

Mr.  Taylor.  That  can  come  about. 

Mr.  Cox.  That  is  the  law  if  you  pass  this  bill! 

Mr.  Taylor.  Yes,  sir.    Under  the  proposed  law  that  may  be  done. 

Mr.  Cox.  That  is  what  I  am  talking  about.  Let  us  follow  it  a  step 
further.  Does  not  that  make  it  of  the  greatest  interest  to  the  banks  to 
concentrate  the  silver  in  the  banks! 

Mr.  Taylor.  No. 

Mr.  Cox.  Well,  they  ought  then  to  concentrate  the  gold, 

Mr.  Taylor.  I  take  it  the  banks  would  keep  both. 

Mr.  Cox.  Well,  if  I  had  a  note  out  as  a  banker,  and  had  to  redeem 
it,  I  would  want  to  keep  something  that  would  redeem  it;  would  not 
you! 

Mr.  Taylor.  Yes. 

Mr.  Cox.  And  if  I  could  not  get  the  gold  I  should  have  silver.  We 
will  suppose  I  have  the  silver  and  it  is  in  the  bank.  Now,  with  the 
silver  in  the  banks,  held  for  the  redemption  of  their  notes,  I  wish  yon 
would  tell  this  committee  how  you  will  ever  get  a  dollar  of  gold  out  of 
the  Treasury  under  the  process  by  which  it  is  collected! 

Mr.  Taylor.  I  do  not  understand. 

Mr.  Cox.  How  will  you  get  it  out!  The  banks  have  the  silver;  the 
greenbacks  are  gone,  and  here  is  a  man  that  wants  to  get  gold.  He 
is  not  connected  with  the  banks  at  all.  How  is  he  going  to  get  any 
gold!  What  will  he  take  up  to  the  Treasury  to  get  it  with!  Will  he 
take  silver! 

Mr.  Taylor.  I  will  answer  it  in  a  practical  way. 

Mr.  Cox.  We  must  look  at  what  the  law  will  do. 

Mr.  Taylor.  We  must  look  at  the  law  to  some  extent  in  the  light  of 
experience,  as  to  what  we  know  men  do  and  will  do.  And  I  think  we 
can  be  pretty  sure  from  that  law  that  as  a  matter  of  fact,  with  an' 
established  gold  standard,  with  a  good  monetary  system,  with  a  corps 
of  intelligent  and  obliging  bankers,  nobody  will  have  any  trouble  at 
any  time,  not  one  time  in  a  milh'on,  in  obtaining  gold  from  the  bank 
when  he  wants  it  and  needs  it.  That  is  the  experience  of  the  world. 
That  is  what  the  bankers  want  to  do — to  accommodate  the  public 
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When  a  man  goes  to  a  bank  and  wants  gold,  the  bank  will  give  it  to 
him  if  it  can.  That  is  the  view  of  it  which  will  control  the  conduct  of 
men  and  the  course  of  business. 

Now,  as  to  its  theoretical  aspect.  By  the  terms  of  this  bill  a  bank  has 
to  pay  its  depositors  in  some  kind  of  lawful  money.  It  may  pay  green- 
backs, and  when  they  are  gone  it  may  pay  them  in  silver.  If  it  pays 
them  in  silver,  the  United  States  stands  ready  to  exchange  gold  for  the 
silver,  so  the  currency  of  the  country  rests  upon  such  a  basis  that  men 
will  not  only  be  able  to  obtain  gold  when  they  want  it,  but  they  can 
compel  it  when  they  want  it. 

Mr.  Cox.  Here  is  a  depositor  in  a  bank  who  has  a  thousand  dollars 
deposited.  He  calls  upon  the  bank  to  make  good  that  deposit.  The 
bank  has  to  make  it  good  in  gold  or  silver.  If  they  make  it  good  in 
gold,  that  is  the  end  of  it.  If  the  bank  pays  him  in  silver,  then  the 
man  can  take  the  silver  and  go  to  the  Treasury  and  get  the  gold.  Is 
that  correct! 
Mr.  Taylor.  Yes,  sir. 

Mr.  Cox.  Kow,  he  leaves  the  silver  there  in  the  place  of  the  gold. 
The  difficulty,  in  my  mind,  lies  in  this.  With  that  kind  of  process, 
where  is  the  Government  to  get  the  gold  to  redeem  that  silver  or 
exchange  itf 

Mr.  Taylor.  Just  as  it  does  now.  By  its  revenues  when  they  are 
sufficient,  and  when  that  is  not  sufficient,  by  borrowing. 

Mr.  Cox.  So  the  Government  is  put  in  the  attitude  that  it  has  to  bor- 
row the  money  in  gold  to  redeem  the  bank  notes,  in  effect,  that  the  bank 
has  redeemed  in  silver! 

Mr.  Taylor.  Yes,  sir;;  in  that  speculative  case.  In  that  imaginative 
case  that  would  be  what  would  occur. 

Mr.  Cox.  That  is  exactly  correct,  with  that  statement  of  facts,  is 
it  notf 

Mr.  Taylor.  Yes,  sir;  but  that  is  an  imaginary  case,  which  would 
not  occur. 

Mr.  Fowler.  If  a  man  lived  100  miles  from  the  place  where  the  Gov- 
ernment redeemed,  and  the  silver  had  to  be  shipped,  who  would  pay 
theexpressagef 
Mr.  Taylor.  He  would  have  to  pay  under  the  present  rule. 
Mr.  Fowler.  In  other  words,  it  would  be  a  premium  on  his  gold 
when  be  got  itf 
Mr.  Taylor.  That  is  true,  too,  under  the  present  law. 
Mr.  Mitchell.  The  real  reason,  however,  that  the  Government 
would  have  to  borrow  money  under  these  conditions  would  be  because 
there  would  be  a  deficit  in  its  fiscal  expenditures,  and  it  would  have  to 
borrow  money  to  make  up  that  deficit. 
Mr.  Taylor.  The  same  as  any  man  does;  yes,  sir. 
Mr.  Mitchell.  It  would  not  have  to  borrow  that  money,  because 
we  would  be  on  a  gold  basis,  any  more  than  it  would  have  to  borrow  it 
under  a  silver  basis. 
Mr.  Taylor.  Just  the  same. 
Mr.  Nbwlands.  You  regard  silver,  then,  as  a  debtf 
Mr.  Taylor.  By  the  Government! 
Mr.  Nbwlands.  Yes. 

Mr.  Taylor.  Not  literally,  and  yet  as  an  obligation;  a  good  deal 
in  the  nature  of  a  debt.  The  promise  of  the  Government  to  maintain 
the  parity  of  sUver  and  gold  is  one  that  can  not  be  executed  except  by 
its  l^iug  ready  to  make  the  exchange. 
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OUBBENCY  NOT  TO  BE  ISSUED  AGAINST  CAPITAL  IN  BEAL  ESTATE. 

One  word  in  regard  to  a  matter  discussed  this  morning  toaching  the 
limitation  in  this  bill  of  the  issne  of  notes  to  so  much  of  the  capital 
as  was  not  invested  in  real  estate. 

The  question  was  really  a  question  of  the  construction  of  section  18 
of  the  proposed  bill.  The  language  of  section  18  of  the  bill  is  that 
circulating  notes  may  be  issued  to  a  bank  to  an  amount  not  exceeding 
the  amount  of  such  paid-up  and  unimpaired  capital,  after  deducting 
therefrom  its  investment  in  real  estate.  Now,  the  language  of  the 
scheme  contained  in  the  report  as  adopted  by  the  commission  dififers  a 
little  from  that  found  in  the  bill.  I  am  sure  it  was  not  intended  to 
introduce  any  new  provision,  but  the  difference  is  one  which  might 
have  that  effect.  The  scheme  adopted  by  the  commission,  which  you 
have  in  the  report,  was  in  these  words :  <^  The  total  issue  of  any  national 
bank  shall  not  exceed  the  amount  of  its  paid-up  and  unimpaired  capi- 
tal, exclusive  of  so  much  thereof  as  is  invested  in  real  estate." 

The  construction  which  I  think  belongs  to  those  words,  and  this  con- 
struction was  in  the  minds,  I  know,  of  the  gentlemen  who  adopted  that, 
was  that  a  bank  should  be  restricted  in  the  issue  of  its  notes  to  so  much 
of  its  capital  as  it  had  not  invested  in  real  estate;  that  if  it  had  an 
investment  of  real  estate  covered  by  its  suri)lu8  the  limitation  would 
not  apply,  but  it  would  only  apply  to  the  cases  in  which  a  portion  of  the 
bank's  capital  was  in  real  estate.  As  the  bill  stands,  it  says,  ^<  so  much 
of  its  paid-up  and  unimpaired  capital,  after  deducting  therefrom  its 
investments  in  real  estate." 

Mr.  Cox.  Although  it  may  have  a  surplus! 

Mr.  Taylob.  Tes.  I  can  see  readily  a  q  uestion  might  arise  there,  and 
I  know  the  idea  in  the  minds  of  the  gentlemen  was  this:  That  it  was 
wise  that  the  banks'  capital,  strictly  so  called,  the  amount  of  money 
paid  in  on  its  shares  as  a  basis  of  circulating  notes,  should  not  be  in 
real  estate.  Not  that  the  bank  should  not  own  real  estate,  but  that  the 
amount  of  its  capital  should  be  kept  in  active  securities. 

Mr.  Hill.  ''After  deducting  therefrom  its  investment  in  real  estate 
in  excess  of  surplus;"  that  would  remedy  it  entirely,  would  it  nott 

Mr.  Taylob.  We  would  not  need  so  much  to  remedy  it. 

Mr.  Hill.  How  would  you  suggest  to  remedy  it! 

Mr.  Taylob.  The  language  of  the  original  scheme  seems  to  me  to 
express  it. 

Mr.  Hill.  How  is  thatt  * 

Mr.  Taylob.  ''  That  the  total  issues  of  any  national  bank  shall  not 
exceed  the  total  amount  of  its  paid-up  and  unimpaired  capital,  exclu- 
sive of  so  much  thereof  as  is  invested  in  real  estate."  That  is  the  lan< 
guage  of  the  original  scheme. 

The  Ohairman.  If  it  has  a  surplus  that  would  close  it  outt 

Mr.  Taylob.  It  would. 

The  Chairman.  You  would  have  to  show  that  they  have  not  other 
funds;  so  why  incorporate  anything  there  when  it  is  not  necessary f 

Mr.  Taylob.  I  do  not  know  that  it  is  necessary.  I  simply  say  the 
suggestion  of  Mr.  Cox  opened  up  a  question  I  had  not  thought  about. 

Mr.  Oox.  A  bank  through  its  collections  has  gotten  some  real  estate, 
and  it  may  appear  that  some  of  its  capital  stock  is  invested  in  that,  but 
when  you  come  to  its  undivided  profits,  or  its  surplus  account,  It  can 
be  charged  as  that  much  of  its  surplus  or  its  undivided  profits  in  real 
estate. 
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Mr.  Taylob.  I  shoald  think  a  bank  ought  to  be  allowed  to  issue 
notes  up  to  the  amount  of  its  capital,  so  long  as  it  can  show  tibat  it  has 
an  amount  equal  to  its  capital  in  quick  assets. 

POPITLAB  IDEA  OF  BANK  NOTES. 

Mr.  Newlands.  You  said  you  were  in  favor  of  the  retirement  of  the 
greenbacks  because  you  thought  that  they  had  the  effect  of  miseducat- 
ing  the  i>eople  as  to  money;  that  you  wanted  to  preserve  the  distinc- 
tion between  money  and  a  debt.  Now,  will  not  the  issue  of  bank  notes, 
which  are  simply  the  promissory  notes  of  a  bank,  debts  of  a  bank, 
engraved  upon  paper  and  payable  to  bearer,  but  having  the  appearance 
of  money,  have  the  same  miseducating  effect  upon  the  people  as  the 
issue  of  these  greenbacks! 

Mr.  TAYiiOB.  I  do  not  think  so. 

Mr.  Kbwlands.  How  would  you  distinguish  between  themt 

Mr.  Taylob.  I  think  that  the  common  people,  the  great  mass  of 
people,  are  quite  able  to  keep  in  mind  the  distinction  between  a  cor- 
poration and  the  Ooverument,  and  in  handling  a  piece  of  paper  issued 
by  a  bank  they  will  recognize  it  as  simply  a  promise. 

Mr.  Newlands.  You  do  not  think  that  nine  out  of  ten  people  who 
have  notes  in  their  pockets,  national-bank  notes,  greenbacks,  and  Treas- 
ury notes,  regard  the  national-bank  notes  as  money  as  much  as  they 
do  the  greenbacks! 

Mr.  Taylob.  I  think  they  do,  but  they  know  the  difference. 

Mr.  Kbwlands.  You  think  they  know  the  difference  f 

Mr.  Taylob.  Yes.  sir. 

Mr.  Newlands.  You  think  that  in  one  case  they  regard  the  Govern- 
ment's debt  as  pure  money,  and  they  regard  the  bank's  debt  as  purely 
a  promise  to  pay  money  t 

Mr.  Taylob.  Not  quite  so  broadly  as  that,  but  I  think  the  tendency 
of  the  use  of  that  kind  of  money  is  in  that  direction,  and  the  result  of 
it  is  that  a  considerable  number  of  people  come  to  regard  the  Govern- 
ment money  as  good  because  the  Government  issues  it. 

Mr.  Newlands.  But  you  regard  the  bank  notes,  and  you  expect  the 
eountry  itself  to  regard  these  bank  notes,  as  good,  do  you  not,  because 
they  are  issued  under  the  authority  of  law  and  with  proper  authority 
beUnd  themt 

Mr.  Taylob.  Yes,  sir;  the  country  will  regard  the  bank  notes  as 
good  because  they  have  confidence  in  the  security  which  is  behind 
them. 

Mr.  Newlands.  Now,  regarding  the  greenbacks,  as  I  understand  it, 
you  propose  to  substitute  for  the  demand  notes  of  the  Government 
the  demand  notes  of  the  banks  t 

Mr.  Taylob.  Bventually. 

Mr.  Nbwlands.  Eventually.  In  order  to  prevent  a  contraction  ot 
the  currency,  and  ultimately  you  propose  to  retire  what  amount  of 
Government  notes  t 

Mr.  Taylob.  About  $450,000,000. 

Mr.  Nbwlands.  Suppose  all  those  notes  were  retired  immediately, 
without  substitution,  what  would  be  the  effect  on  the  country  t 

Mr.  Taylob.  I  think  it  would  be  disastrous. 

Mr.  Nbwlands.  In  what  wayt 

Mr.  Taylob.  Well,  I  think  it  would  produce  a  violent  contraction 
<rt  the  earreney,  which  would  disturb  monetary  conditions,  and  create 
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a  stringency  in  the  market,  and  result  in  evils  following  from  those 
conditions. 

Mr.  Nbwlands.  Would  it  affect  credit t 

Mr.  Taylor.  In  that  way  it  would. 

Mr.  Nbwlands.  Banks  would  refuse  to  make  loans f 

Mr.  Tatlob.  I  think  they  would  ]  at  least  they  would  hesitate 
about  it. 

Mr.  Newlands*  What  would  be  the  effect  if  you  should  retire  in  the 
same  way  all  the  silver  in  the  country — throw  it  into  the  sea,  ibr 
instance! 

Mr.  Taylor.  Suddenly! 

Mr.  Newlands.  Yes;  without  the  substitution  of  anything. 

Mr.  Taylor.  I  think  the  result  would  be  simply 

Mr.  Newlands.  You  could  hardly  picture  the  disaster! 

Mr.  Taylor.  As  I  am  something  of  an  artist  in  that  way,  I  do  not 
know  but  that  I  could. 

Mr.  Newlands.  I  would  be  glad  if  you  would. 

Mr.  Taylor.  I  think  I  would  rather  admit  that  I  could  not  than 
endeavor  to  do  so. 

Mr.  Newlands.  At  all  events  the  effect  would  be  disastrous  on  the 
country! 

Mr.  Taylor.  I  think  it  would. 

Mr.  Newlands.  Then  I  take  it  you  do  not  believe  in  th^  theory 
which  has  recently  been  so  pressed,  that  the  values  of  the  country  do 
not  depend  on  the  money  volume! 

Mr.  Taylor.  I  can  not  answer  that  question  by  yes  or  no. 

Mr.  Johnson.  Let  me  suggest  that  when  he  says  the  money  volume 
he  does  not  refer  to  coin. 

Mr.  Newlands.  Y'ou  regard  the  greenbacks  and  the  coin  as  consti- 
tating  parts  of  the  present  money  volume  of  the  country,  do  you  not! 

Mr.  Taylor.  I  do. 

Mr.  Newlands.  Did  1  understand  you  to  say  that  the  elimination  of 
the  greenbacks  suddenly,  without  any  substitution,  would  produce  dis- 
aster to  the  country! 

Mr.  Taylor.  1  think  it  would. 

Mr.  Newlands.  That  the  elimination  suddenly  without  any  substi- 
tution would  produce  disaster.  Then  I  ask  you  the  further  question, 
whether  you  believe  in  the  doctrine  that  the  values  of  the  country  do 
not  depend  at  all  upon  the  volume  of  circulation! 

Mr.  Taylor.  1  think  that  the  volume  of  money  in  circulation  has 
very  little  to  do  with  values.  I  will  not  say  nothing,  but  little.  I  mean 
to  say,  unless  you  suppose  a  very  extreme  case  and  a  very  permanent 
condition. 

Mr.  Newlands.  You  have  spoken  of  disaster  as  the  result  of  the 
withdrawal  of  greenbacks  or  silver  without  a  substitute.  That  disaster 
is  the  destruction  of  values,  is  it  not! 

Mr.  Taylor.  No;  that  is  not  its  primary  character. 

Mr.  Newlands.  What  is  it! 

Mr.  Taylor.  It  is  the  suspension  of  credit. 

Mr.  Newlands.  Very  well.  What  effect  would  the  Bnsx>ension  of 
credit  produce  on  the  general  values  of  the  country! 

Mr.  Taylor.  Not  any,  necessarily. 

Mr.  Newlands.  None!  Then  what  iiyury  is  there  in  a  suspension 
of  credit! 

Mr.  Taylor.  Men  are  unable  to  meet  their  obligations,^  wd  the 
course  of  business  is  interfered  with. 
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Mr,  Newlands.  What  do  yon  mean  when  you  say  a  man  is  unable 
to  meet  his  obligations  t 

Mr.  Taylor,  ile  is  unable  to  pay  his  debts. 

Mr.  Newlands.  Do  you  mean  he  has  not  the  money  to  pay  themt 

Mr.  Taylor.  Yes;  and  can  not  pay. 

Mr.  Newlands.  Even  if  he  has  property  t 

Mr.  Taylor.  Yes,  sir. 

Mr.  Newlands.  Which  means,  then,  that  the  value  of  the  property 
has  depreciated,  or  that  it  has  no  salable  value. 

Mr.  Taylor.  You  are  discussing  definitions  rather  than  things. 

Mr.  Newlands.  Is  not  that  the  factt 

Mr.  Taylor.  Not  in  the  true  sense;  no. 

Mr.  Newlands.  We  will  take  the  case  of  a  general  suspension  of 
credit,  and  that  prior  to  that  a  man  owes  $100,000,  and  has  property 
worth  in  the  market  $200,000.  The  debt  comes  due,  as  yon  say,  and  he 
has  not  the  money  to  pay  it,  but  he  has  the  property  previously  worth 
$200,000.    What  is  the  result  of  there  being  no  sale  for  his  property  t 

Mr.  Taylor.  He  is  unable  to  pay,  because  he  can  not  get  the  money. 

Mr.  Newlands.  That  means  he  can  not  sell  the  property! 

Mr.  Taylor.  It  may  mean  that  he  can  not  sell  it,  or  it  may  mean 
that  he  does  not  want  to  sell  it. 

Thereupon,  at  4.30  o'clock,  the  committee  adjourned  until  the  follow- 
ing day,  January  14, 1898,  at  10.30  o^clock  a.  m. 


Oommittee  on  Banking  and  Gurrenot, 

Washington,  D.  0.,  Jaaiuary  14, 1898. 

THIRD  DAY. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Joseph  H.  Walker  in 
the  chair. 

Present:  Messrs.  Walker,  Johnson,  McGleary,  Fowler,  Spalding, 
Hill,  Prince,  Mitchell,  Oapron,  Cox,  Newlands^  ^tailings,  Ermeutrout, 
and  Maddox. 

Hon.  Bobert  S.  Taylor  continued  his  statement  begun  on  the  preced- 
ing day. 

STATEHEHT  07  HON.  BOBEBT  8.  TATLOB,  OF  IVDIAVA,  A  MEHBEB 

07  THE  MOVETABT  COMMISSION— ContinuecL 

Mr.  TAYLOB.  I  felt  some  embarrassment  yesterday  afternoon  in  con- 
sequence of  the  length  of  time  my  remarks  occupied,  and  I  omitted  to 
make  a  remark  on  one  part  of  the  general  system  that  I  would  like  to 
make  just  now.  That  point  is  in  relation  to  what  seems  to  me  to  be  the 
valuable  feature  of  this  bill  in  affording  op))ortunities  for  the  organiza- 
tion of  small  banks  and  the  issue  of  currency  by  them  in  the  South  and 
West.  There  is  no  doubt,  I  thiuk,  that  a  large  part  of  our  country, 
especially  in  the  South  and  West,  is  suffering  seriously  from  a  want  of 
adequate  banking  facilities.  I  am  well  aware  that  business  can  not  be 
created  by  the  organization  of  banks.  Business  conditions  must  pre- 
cede banks.  At  the  same  time,  with  our  state  of  civilization,  banks  are 
almost  as  indispensable  to  business  as  railroads,  and  there  arrives  a  time 
in  the  development  of  every  community  when  the  general  extension  of 
banking  facilities  is  of  great  importance,  and  the  progress  of  society  will 
be  much  delayed  if  they  are  wanting. 

OUB ^20 
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BANKS  OF  SMALL  CAPITAL. 

Two  provisions  in  this  bill,  it  seems  to  me,  have  a  bearing  in  that 
direction.  One  is  the  redaction  of  the  minimum  amount  of  capital  to 
$25,000;  the  other,  no  less  important,  the  provision  that  currency  can 
be  issued  from  a  small  bank.  Take  these  together,  and  small  banks 
can  be  organized  just  as  easily  as  they  could  possibly  be  organized 
under  any  conservative  system  of  State  banking.  No  State  could  pass 
any  law  which  could  authorize  the  organization  of  banks  of  issue  which 
would  be  safe  at  all,  and  which  would  be  useful,  which  would  be  more 
easily  complied  with  by  gentlemen  desiring  to  organize  banks,  than 
those  provided  for  in  this  bill. 

In  addition  to  that,  a  bank  could  not  only  organize  as  easily  under 
the  provisions  of  this  bill  as  it  could  under  any  conservative  State-bank 
law,  but  it  would  have,  when  organized,  the  advantage  of  membership 
under  a  great  national  system,  and  would  issue  its  notes  under  the  com- 
mon guaranty  of  all  the  banks,  and  be  received  at  once  into  the  great 
brotherhood  of  the  national  system,  which  would  be  a  great  advantage 
over  any  privilege  a  State  could  confer  upon  its  own  local  organizations. 

BBANCH  BANKS. 

As  to  the  relative  advantages  of  small  banks  and  branches  estab- 
lished by  the  larger  banks  of  the  great  cities,  I  do  not  think  I  have  an 
opinion  which  is  of  much  value.  The  interests  of  communities  can  be 
met  in  either  way. 

One  great  advantage,  it  appears  to  me,  might  be  derived  from  the 
general  introduction  of  a  system  of  branch  banks.  It  would  tend  to 
equalize  interest  more  effectually  than  any  other  thing.  It  has  worked 
so  in  Ganada.  Canada  has  a  very  wide  extent  of  country.  It  is  more 
widely  extended  than  our  country  is,  and  yet,  under  their  system  of 
branch  banks,  the  rates  of  interest  in  the  most  remote  corners  are  prac- 
tically the  same  as  in  the  great  centers.  The  banks  in  the  great  cen- 
ters send  out  currency  to  their  branches  to  be  loaned  under  the  direc- 
tion of  their  own  ofOicers,  and  can  thereby  afford  to  lend  it  at  terms  Uttle 
or  no  greater  than  are  given  to  their  customers  at  home.  The  inde- 
pendent local  bank,  on  the  other  hand,  however,  takes  advantage  of  its 
surrounding  conditions  and  charges  all  the  interest  it  can  under  the 
circumstances. 

This  country  is  very  democratic  in  its  ideas  on  banking,  as  in  every- 
thing else,  and  it  seems  to  me  that  the  natural  order  of  things  ^th  ns 
is  to  develop  from  smaller  things  to  greater.  So  I  am  not  so  very  san- 
guine of  the  ready  adoption  by  the  people  of  branch  banks. 

Mr.  Hill.  How  about  the  local  support  and  sympathy  and  aidt 

Mr.  Tatlob.  I  do  not  think  I  can  foresee  just  how  that  would  work. 
The  bill  provides  for  both,  and  I  would  like  to  see  them  both  in  the 
law. 

Mr.  Oox.  As  incorporated  in  this  bill,  the  establishment  of  branch 
banks  is  under  the  control  of  the  Comptroller  of  the  Currency  t 

Mr.  Taylob.  Yes,  sir. 

Mr.  Cox.  Let  me  call  your  attention  to  this.  The  large  banks,  such 
as  the  National  Chemical  Bank  of  New  York,  with  immense  capital  and 
deposits,  would  have  the  authority  under  this  bill  to  establish  a  bank 
in  my  State.    Is  not  the  inevitable  result  that  collecting  Uie  interest 
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under  that  branch  bank  system  woald  take  the  carrency  away  from 
home  and  carry  it  back  to  the  great  center! 

Mr.  Taylor.  That  would  result  if  the  capital  is  famished  from  Kew 
York.  Of  coarse  the  interest  would  go  back  to  New  York^  under  those 
drcumstanqes. 

Mr.  Cox.  Allow  me  to  say  that  one  of  the  most  serious  troubles  we 
have  in  the  South  is  the  interest  going  away  from  us,  and  your  branch 
banks  from  your  great  centers  would  exhaust  the  money,  as  far  as  the 
interest  is  concerned,  just  as  it  does  now.    Is  not  that  sot 

Mr.  Taylor.  It  has  two  sides  to  it. 

Mr.  Cox.  It  does  not  seem  so  to  me.  We  pay  the  interest  on  it  and  it 
goes  home.    It  looks  to  me  like  pumping  the  water  out  of  us  pretty  fast. 

Mr.  Taylor.  I  will  give  you  my  view.  It  is  true  that  under  those 
circamfitances  the  interest  will  go  into  the  pockets  of  the  men  who  far- 
nish  the  money,  who  live  in  New  York — or  wherever  they  live;  but  so 
t^v  as  the  flow  of  money  from  one  part  of  the  coantry  to  the  other  is 
concerned,  that  will  be  governed  by  business  conditions  which  are 
beyond  the  control  of  law,  and  it  is  a  matter  of  more  concern  to  the 
people  of  Tennessee  as  to  how  much  interest  they  pay  than  where  it 
goes  after  they  pay  it.  If  they  could  reduce  their  rate  of  interest  to 
one-half  what  they  pay  now  they  would  be  comparatively  indifferent 
to  where  it  went  after  it  left  their  hands.  If  business  conditions  existed 
in  Tennessee  which  made  a  demand  for  the  money  it  would  go  back  there. 

At  the  same  time,  however,  I  agree  with  Mr.  Cox  in  the  idea  that 
there  is  a  counterbalancing  advantage  in  the  organizing  of  local  banks, 
in  this,  that  they  tend  to  foster  and  develop  the  local  loans  and  indus- 
tries and  investments,  and  not  only  keep  the  money  at  home,  but  build 
ap  business  at  home. 

TRUE  BANKING  CT7BREN0T  RBDUOES  INTEREST  RATES. 

The  Chairman.  Is  it  not  a  fact  that  in  the  issuing  of  true  banking 
currency  every  bit  of  the  currency  issued  by  the  bank  that  it  can  keep 
in  circulation  diminishes  the  rate  of  interest  they  are  obliged  to  charge 
on  their  loans  and  discounts  to  pay  the  same  dividends  on  their  cap- 
ital, by  the  proportion  thut  the  amount  of  currency  in  circulation  bears 
to  the  total  loans  and  discounts t    Do  you  not  think  that  is  truel 

Mr.  Taylor.-  I  should  think  so. 

The  Chairman.  Secondly,  if  that  is  true,  then  a  bank,  located  in  a 
neighborhood  in  the  South  that  issues  its  currency  and  puts  out  its 
notes  in  circulation,  can  loan  its  money  at  just  as  much  less  as  sug- 
gested in  proportion,  and  is  not  that  why  loans  in  Canada  are  made  at 
tbe  extreme  points  of  Canada — and  the  same  way  in  France  and  Ger- 
many— at  as  low  a  rate  of  interest  as  they  are  in  their  big  cities  t 

Mr.  Taylor.  I  do  not  think  I  feel  competent  to  say  yes  or  noj  your 
question  involves  so  many  elements. 

The  Chairman.  It  involves  a  statement  of  facts.  Loans  were  made 
in  this  country  under  the  old  system,  and  assuming  it  as  a  fact  that 
they  are  made  in  Canada  at  the  same  rates  of  interest,  and  in  France 
and  Germany  at  about  the  same  rates  of  interest  as  in  the  large  cities, 
is  it  not  because  of  the  currency  system,  where  they  issue  true  bank- 
ing currency  t 

Mr.  Taylor.  I  should  say  largely;  but  I  should  also  say  it  would 

The  Chairman.  True  banking  currency,  you  understand,  means  a 
currency  that  costs  nothing  to  the  bank  except  the  printing  of  it. 


308  OHANGES  IN  THE   CUBB£NCT   SYSTEM. 


STOCK  OF  YISIBLB  aOLD. 

Mr.  Kbwlands.  Mr.  Taylor,  I  presume  that  your  Gommission  in  its 
work  inquired  into  tbe  monetary  systems  of  other  countries f 

Mr.  Taylor.  Somewhat.  That  is,  some  of  the  members  of  the  com- 
mission were  very  familiar  with  those  things,  and  some  of  them  were 
not.    I  belonged  to  the  latter  class. 

Mr.  Newlands.  I  wish  to  ask  you  what  country,  in  your  judgment, 
has  the  best  monetary  and  financial  system  in  the  world  f 

Mr.  Taylor.  I  can  not  answer  that.  The  goodness  of  a  financial  sys- 
tem, I  think,  depends  upon  its  wise  adaptation  to  the  habits  of  the 
people. 

Mr.  Newlands.  Of  that  country! 

Mr.  Taylob.  Yes;  and  that  makes  the  question  more  difficult  to 
answer. 

Mr.  Newlands.  Was  there  any  efibrt  in  the  framing  of  this  bill  to 
model  our  monetary  system  after  that  of  any  other  country! 

Mr.  Taylor.  Ko,  sir;  no  effort  of  that  kind. 

Mr.  Kewlands.  I  observe  that  in  your  report,  on  page  5,  you  state 
that  the  Treasury  estimates  that  the  stock  of  gold  in  the  country  is 
$729,000,000.  Did  you  make  any  inquiry  or  investigation  as  to  the  cor- 
rectness of  that  statement! 

Mr.  Taylor.  I  did  not. 

Mr.  Newlands.  Did  the  commission! 

Mr.  Taylor.  Not  as  a  whole. 

Mr.  Newlands.  Gould  you  tell  us  where  that  gold  is  located! 

Mr.  Taylor.  I  do  not  know  where  it  is. 

Mr.  Newlands.  Could  you  tell  us  how  much  of  it  is  located  in  the 
Treasury! 

Mr.  Taylob.  For  tbat  I  should  depend  entirely  on  the  official  reports 
of  the  Government,  and  I  do  not  now  recall  the  figures.  I  know  irom 
time  to  time  something  about  what  is  reported  to  be  in  the  Treasury, 
and  I  am  aware  that  it  has  reached  a  point  somewhere  in  the  neigh- 
borhood of  $150,000,000.  I  may  say  further,  that  my  remembrance  is 
that  the  amount  in  the  national  banks  is  somewhere  in  the  neighbor- 
hood of  $200,000,000,  roughly  speaking. 

Mr.  Newlands.  That  makes  $350,000,000! 

Mr.  Fowler.  $400,000,000.  About  $200,000,000  in  the  United  States 
Treasury,  covering  that  included  by  the  certificates. 

Mr.  Newlai^ds.  Mr.  Taylor  stated  that  his  impression  was  about 
$150,000,000. 

Mr.  Taylor.  I  do  not  embrace  in  that  the  amount  of  gold  held 
against  certificates. 

Mr.  Newlands.  What  amount  is  held  against  certificates  in  the 
Treasury! 

Mr.  Taylor.  Well,  I  do  not  remember.  It  would  seem  to  me  to  be 
somewhere  in  the  neighborhood  of  $40,000,000.  These  are  very  general 
statements,  and  a  worse  man  than  I  for  figures  never  lived.  I  am  at 
a  loss  sometimes  to  tell  my  own  age,  since  I  have  got  so  well  along  in 
years. 

Mr.  Newlands.  That  makes  $190,000,000,  then,  in  the  Treasury,  and 
your  recollection  was  tbat  about  $200,000,000  was  in  the  national  bauksf 

Mr.  Taylob.  Yes,  sir;  roughly  speaking. 

Mr.  Newlands.  That  makes,  then,  $390,000,000, ^oes  it  not! 

Mr.  Taylob.  Yes. 

Mr.  Newlands.  And  leaves  $339,000,000  outstanding,  outside  of  the 
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Treasnry  and  outside  of  the  national  banks  f    Did  yon  have  any  state- 
ment as  to  where  that  amount  wasf 

Mr.  Tatlob.  I  can  not  say  that  we  had.  In  regard  to  those  fig- 
ures I  should  say  this:  That  part  of  the  subject  was  in  the  bands  of  a 
committee,  of  which  I  was  not  a  member,  a  committee  entirely  compe- 
tent to  handle  the  subject,  and  in  whose  carefaluess  in  respect  to  state- 
ments of  that  kind  I  had,  and  have  at  this  moment,  absolute  confi- 
dence. Mr.  Patterson,  of  Philadelphia,  was  the  chairman  of  that 
committee,  and  prepared  those  figures  and  prepared  that  part  of  the 
report.  I  have  myself  absolute  confidence  in  his  accuracy,  but  I  should 
be  poorly  equipped  to  give  you  the  facts  upon  which  it  was  based. 

Mr.  Cox.  I  would  call  your  attention  to  page  9  of  your  report.  There 
you  estimate  that  $729,000,000  in  gold,  $53,000,000  in  silver,  in  addition 
to  $30,000,000  held  against  outstanding  silver  certificates,  are  held  by 
tbeTreasury.  That  means  that  there  is  $53,000,000,  plus  the  $36,000,000, 
in  the  Treasury,  and  $195,000,000  is  held  by  the  banks  f 

Mr.  Newlands.  That  is  approximately  what  Mr.  Taylor  stated. 

Mr.  Gox.  But  it  says  in  addition  to  the  other. 

Mr.  NewlANDS.  About  $190,000,000,  including  the  gold  held  against 
the  certificates,  is  in  the  Treasury, and  about  $200,000,000,  or,  as  stated  in 
your  report,  $195,000,000,  in  the  banks.  That  makes  about  $385,000,000; 
and  subtracting  that  from  $739,000,000,  leaves  about  $350,000,000  of 
gold  unaccounted  for  so  far.    I^ow,  where  is  that  goldf 

Mr.  Taylor.  I  have  never  taken  any  trouble  at  all  to  follow  the 
Treasury  estimates  to  their  sources,  and  can  give  you  no  information 
on  that  subject. 

Mr.  Nbwlands.  I  presume  a  certain  portion  of  it  is  in  the  State 
banks f 

Mr.  Taylor.  Gert.ainly;  and  in  trust  companies  and  private  banks, 
and  in  the  pockets  of  individuals. 

Mr.  Newlands.  Yes.  According  to  your  experience  and  judgment, 
is  there  much  of  that  gold  in  the  pockets  of  the  people f 

Mr.  Taylor.  I  am  utterly  unable  to  tell  how  much,  but  I  have  no 
doubt  that  there  is  a  large  amount  in  the  hands  of  the  people. 

Mr.  Newlands.  Do  you  ever  see  any  gold  in  circulation  f 

Mr.  Taylor.  Yes,  sir. 

Mr.  Newlandb.  Passing  around  from  hand  to  hand? 

Mr.  Taylor.  Oh,  yes. 

Mr.  Newlands.  In  the  State  of  Indiana? 

Mr.  Taylor.  Oh,  yes. 

Mr.  Newlands.  But  you  have  no  idea  how  much  is  in  the  hands  of 
the  people  f 

Mr.  Taylor.  I  could  not  tell  that. 

BANK  RESERVES. 

Mr.  Newlands.  Have  you  any  information  as  to  the  relative  capi- 
talization, deposits,  and  cash  reserves  of  the  State  banks  and  private 
banks  as  compared  with  the  national  banksf 

Mr.  Taylor.  I  can  not  give  you  those  figures.  My  recollection  is 
that  the  capitalization  of  the  State  banks  was,  in  the  aggregate,  some- 
thing near  $200,000,000. 

Mr.  Newlands.  Less  than  the  capitalization  of  the  national  banksf 

Mr.  Taylor.  I  think  that  is  correct. 

Mr.  Newlands.  What  is  your  recollection  of  the  capitalization  of 
the  national  banksf 


310  CHANGES   IN  THE   CURRENCY  8T8TEM. 

Mr.  TAYI.OB.  $620,000,000  or  1630,000,000. 

Mr.  Nbwlands.  Now,  as  to  tlie  deposits  in  the  State  banks,  have 
yon  any  conception  of  the  extent  of  those  deposits  as  compared  with 
the  deposits  in  the  national  banks  f 

Mr.  Taylor.  1  do  not  recall. 

Mr.  Newlands.  What  are  the  deposits  in  the  national  banksf 

Mr.  Taylor.  I  think  something  like  $2,000,000,000. 

Mr.  Newlands.  $2,000,000,000! 

Mr.  Taylor.  Yes;  nearly  that. 

Mr.  Newlands.  Have  yon  any  idea  of  the  amoant  of  deposits  in 
those  banks? 

Mr.  Taylor.  No,  sir. 

Mr.  Newlands.  Have  you  any  idea  of  the  amoant  of  the  deposits 
in  trast  companies  and  saving  banksf 

Mr.  Taylor.  I  have  seen  those  figures,  but  as  I  say,  I  do  not  think 
it  would  be  prudent  for  me  to  undertake  to  state  them. 

Mr.  Newlands.  Have  you  any  idea  of  the  cash  reserves  held  against 
deposits  in  either  State  banks,  or  private  banks,  .or  trust  companies  and 
savings  banksf 

Mr.  Taylor.  In  the  national  banks  the  reserves  held,  I  think,  are  a 
good  deal  in  excess  of  their  legal  requirements  in  the  aggregate. 

Mr.  Newlands.  But  you  do  not  know  as  to  these  others  f 

Mr.  Taylor.  The  relation  of  reserves  to  deposits  I  should  say  was 
in  the  State  banks  as  great  as  that  of  the  national  banks.  I  think, 
take  the  whole  country  over,  that  bankers  have  by  experience  and  com- 
mon judgment  practically  settled  among  themselves  what  prudence 
dictates,  and  they  hold  voluntarily  reserves  somewhat  in  excess  of 
those  prescribed  by  law,  both  in  State  banking  institutions  and  in 
national  banking  institutions. 

Mr.  Newlands.  I  understand  the  purpose  of  this  bill  to  be  to  gradu- 
ally retire  the  United  States  notes,  which  constitute  a  part  of  the  reserve 
of  national  banks,  State  banks,  trust  companies,  and  sayings  banksf 

M  r.  Taylor.  That  is  a  part  of  its  purpose. 

Mr.  Newlands.  And  to  substitute  for  them  national-bank  notes, 
which  can  not  constitute  a  part  of  such  reserves f    Is  not  that  truef 

Mr.  Taylor.  Pretty  nearly  so.  It  is  a  part  of  the  purpose  of  the  bill 
to  ultimately  put  out  natioTial-bank  notes  in  place  of  the  Oovernment 
notes  as  part  of  the  currency.  And  as  the  bill  is  drawn,  the  national- 
bank  notes  would  not  be  usable  as  reserve  money. 

Mr.  Newlands.  So  that  ultimately  the  United  States  notes  wonld 
be  entirely  eliminated  from  the  reserves  of  banksf 

Mr.  Taylor.  That  is  the  principle  upon  which  the  bill  goes.  I  do  not 
know  how  long  it  might  take  to  effect  that. 

Mr.  Newlands.  But  the  purpose  of  this  bill  is  to  effect  it  within  ten 
years  f 

Mr.  Taylor.  To  give  opportunity  to  effect  it  within  ten  years. 

Mr.  Newlands.  Now,  in  that  connection,  inasmuch  as  the  bill  offers 
no  substitute  for  the  money  which  constitutes  a  portion  of  the  reserves 
of  all  these  banks  and  banking  institutions,  is  it  not  an  impossibility 
to  ascertain  exactly  the  present  deposits  of  all  the  banks  collectively, 
and  not  alone  of  the  national  banks,  and  the  amount  of  the  reserves  of 
those  banks,  and  the  extent,  if  any,  to  which  those  reserves  can  be 
diminished  without  interfering  with  and  depleting  the  present  system 
of  deposits  and  checks  f 

Mr.  Taylor.  Naturally,  that  is  a  thing  to  be  considered. 

Mr.  Newlands.  Those  relations,  then,  ought  to  be  considered! 
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Mr.  Taylor.  Certainly. 

Mr.  Nbwlands.  Bat  yoa  say  yon  do  not  regard  yourself  as  qualified 
to  give  information  upon  that  particular  question — the  amount  of 
deposits? 

Mr.  Taylor.  Not  exact  information. 

Mr.  Newlands.  I  would  like  such  information  as  you  have,  because, 
of  course,  we  expect  generalizations  in  these  matters. 

Mr.  Taylor.  I  do  not  know  of  any  part  of  your  query  to  which  your 
present  question  could  relate  that  has  not  been  spoken  of,  unless  it  is 
the  question  of  deposits  in  State  banks  and  trust  companies.  I  do  not 
believe  that  I  have  in  my  mind,  with  sufficient  distinctness  to  state  it, 
just  the  relation  between  the  deposits  in  national  banks  and  other  insti- 
tutions; but  my  impression  is  that  the  difference  between  the  two  is 
not  very  great,  and  that  the  pre];)onderance  is  in  favor  of  the  national 
banks.  The  chairman  hands  me  at  this  moment  a  statement  from  the 
Comptroller  of  the  Currency  showing  the  probable  amount  of  deposits. 

Mr.  Newlands.  Please  state  the  page. 

Mr.  Taylor.  It  is  on  page  27,  <^  Suggestions  and  tables  "[see  page 
381,  Table  J],  prepared  by  the  chairman  of  the  committee.  This  table 
indicates  a  total  amount  of  de];)osits  in  national  banks  of  $1,853,000,000, 
and  deposits  in  the  State  banks,  including  12^  per  cent  of  State  banks 
which  failed  to  report,  upon  which  I  suppose  an  estimate  was  made,  of 
$826,000.    That  is  a  less  sum  than  I  supposed. 

Mr.  Cox«  What  is  the  amount  of  deposits  there? 

Mr.  Taylor.  The  amount  in  national  banks  is  $1,853,000,000,  and 
the  amount  which  I  gave  to  Mr.  Kewlands  is  about  $2,000,000,000, 
and  the  amount  in  State  banks  is  given  at  $827,000,000. 

Mr.  Cox«  Deposits  in  State  banks  how  mucht 

Mr.  Taylor.  $827,000,000,  in  round  numbers.  Kow,  I  am  not  able 
to  say  whether  or  no  in  State  banks  there  are  included  all  trust  com- 
panies. 

The  Chairman.  No.    Purely  banks  of  loan  and  discount. 

Mr.  Cox.  You  see  the  Comptroller  compiles  this,  and  he  shows  the 
States  left  out,  fh)m  which  he  did  not  get  reports.  I  have  in  my  hand 
a  statement  which  includes  all  the  State  institutions  and  all  the  banks 
other  than  national  banks,  and  you  will  find  from  that  table  that  the 
deposits  amount  to  $3,204,000,000  in  the  banks  other  than  national, 
and  that  the  amount  of  si)ecie 

Mr.  Hill.  That  is  a  mistake.  If  you  will  turn  to  page  381,  you  will 
Me  yon  have  included  all  the  savings  banks  and  trust  companies. 

The  Chairman.  Commercial  banks  are  all  I  reported. 

Mr.  Cox.  If  you  will  read  the  page  preceding  that,  it  is  absolutely 
plain.  In  that  table  on  page  381  he  separates  and  distinguishes  between 
the  banks. 

Mr.  Taylor.  Savings  banks,  trust  companies  that  do  not  do  a  com- 
mercial business. 

Mr.  Cox.  On  another  page  he  does  not  distingush  between  the  dif- 
ferent kinds  of  banks,  but  puts  them  all  together  and  gets  the  gross 
Bum,  including  all  banks. 

Mr.  Hill.  But  he  takes  in  savings  banks,  which  would  require  to 
carry  a  reserve  against  deposits. 

The  Chairman.  I  am  not  talking  about  that. 

Mr*  Hill.  Let  us  get  it  right. 

Mr.  Taylor.  I  would  like  to  say  that  in  the  answer  I  made  to  Mr. 
Newlands  I  had  in  mind  not  State  banks,  strictly  so  called,  but  State 
banks  receiving  deposits  subject  to  check,  and  against  which  it  would 
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be  necessary  on  sonnd  bnsiness  principles  to  maintain  a  ref^erve.  I 
gave  tbe  answer  tbat,  according  to  my  vagae  recollection,  the  total 
amoant  of  snch  deposits  was  not  very  widely  difterent  from  tliose  found 
in  national  banks.    It  was  in  tbat  sense  I  made  the  answer. 

Mr.  Newlands.  Are  you  prepared  to  say,  Mr.  Taylor,  what  percent- 
age of  reserves  in  greenbacks,  gold  and  silver — I  believe  tbat  consti- 
tutes the  only  money  which  can  be  held  in  reserves  against  those 
deposits — is  held  now,  on  the  average? 

Mr.  Taylor.  No,  except  in  a  general  way,  that  the  actual  reserves 
exceed  the  requirements. 

The  Ghaieman.  While  I  do  not  desire  to  interrupt  Mr.  Newlands  in 
his  examination,  I  would  suggest  tbat  all  the  figures  which  he  has  been 
endeavoring  to  obtain  from  Judge  Taylor  are  in  this  pamphlet  which  is 
before  the  committee,  and  which  I  have  prepared  with  great  care  from 
the  official  reports.    They  are  the  most  complete  tables  ever-given. 

Mr.  Kbwlands.  I  am  simply  inquiring  of  Mr.  Taylor  as  to  the 
deposits  in  banks  and  the  existing  reserves,  and  whether  or  not  those 
greenbacks  can  be  safely  eliminated  without  producing  a  reduction  in 
the  amount  of  loans  and  discounts,  which  in  itself  would  mean  the 
prostration  of  credit.    That  is  the  sole  purpose  of  my  inquiry. 

Mr.  Taylob.  I  have  no  objection  to  it  at  all, 

Mr.  Newlands.  I  asked  Mr.  Taylor  whether  he  paid  especial  atten- 
tion to  that  question. 

Mr.  Taylob.  I  do  not  know  that  I  can  say  that  I  did  pay  especial 
attention  to  it.    A  good  deal  depends  upon  what  you  mean  by  "  especial." 

Mr.  Newlands.  I  would  be  very  glad  if  you  would  give  us  any 
information  you  have  upon  that  subject  which  led  you  to  the  concla- 
sion  that  you  could  safely  eliminate  from  bank  reserves  the  United 
States  notes  which  are  now  held  there. 

Mr.  Taylob.  I  can  tell  you  the  process  that  my  mind  went  through 
on  that  subject.  It  was  this:  That  in  any  sound  system  of  currency 
the  paper  currency  must  rest  on  a  gold  reserve  held  somewhere,  ade- 
quate in  amount  and  securely  maintained  under  such  safeguards  as 
would  make  the  practical  redemption  of  paper  certain ;  that  that  con- 
dition is  just  as  onerous  a  one  applied  to  the  Government  as  it  is  applied 
to  banks;  and  that  so  far  as  the  necessity  of  maintaining  the  gold 
reserve  against  paper  is  concerned,  it  confronts  us  as  inevitably  with  the 
Government's  paper  circulation  as  it  does  with  a  bank's  paper  circula- 
tion, and  that  we  can  not  relieve  ourselves  from  that  situation  of  tilings 
by  issuing  paper  money  by  the  Government  and  calling  that  gold  wlien 
it  is  not;  and  that  a  process  of  change,  going  on  by  slow  degrees, 
under  which  tlie  Government's  currency  would  be  retired,  and  th^gold 
held  in  the  Treasury  to  protect  that  let  loose  in  society  would  give  as 
in  the  end  quite  as  adequate  a  supply  of  gold  for  the  protection  of  paper 
and  the  means  of  using  it  for  that  purpose  as  the  one  we  now  have. 
That  conclusion  I  reached  without  basing  it  upon  any  exact  mathe- 
matical calculation  of  quantity.  I  was  not  led  to  that  by  any  addition 
and  substraction  of  existing  deposits  and  reserves.  I  believed,  and  I 
believe  now,  that  with  a  suitably  organized  monetary  system  that  qnes- 
tioT)  will  take  care  of  itself  with  a  greater  degree  of  safety  than  we  can 
take  care  of  it  by  any  artificial  arrangement  that  we  can  make. 

Mr.  KEWLAND6.  Your  view  of  it  was,  then,  I  take  it,  that  a  large 
portion  of  these  greenbacks  would  be  retired  by  the  letting  out  of  the 
gold  from  the  Treasury,  and  that  that  gold  would  take  the  place  of 
the  greenbacks  retired.    Was  that  itt 

Mr.  Taylob.  Yes;  ultimately. 
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Mr.  Newlands.  So  that  gold  woald  ^o  into  the  banks  as  reserves  in 
the  place  of  the  greenbacks  f 

Mr.  Taylor.  No;  go  into  the  hands  of  the  community,  and  so  mnch 
of  it  as  the  banks  cared  to  have  would  go  there. 

Mr.  Newlands.  Bat  assuming  now  that  the  banks  have^  according 
to  the  Comptroller's  report,  $240,000,000  of  United  States  notes  as 
bank  reserves,  your  view  was  that  that  would  be  replaced  by  gold? 

Mr.  Taylor.  I  think  so. 

Mr.  Newlands.  And  that  that  gold  would  come  from  the  Treasury? 

Mr.  Taylor.  No;  some  of  it  would  come  from  the  Treasury. 

Mr.  Newlands.  So  much  of  it  as  was  used  for  the  redemption  of 
the  greenbacks  would  go  into  each  bank  as  reserves  in  the  place  of  the 
greenbacks? 

Mr.  Taylor.  Go  into  circulation  ? 

DIMINISHINa  THE  GOLD  RESERVE. 

Mr.  Newlands.  Yes;  and  drift  from  there  to  the  banks.  Now,  then, 
does  your  bill  provide  for  any  diminution  of  the  present  gold  reserve 
in  the  Treasury  of  the  United  States? 

Mr.  Taylor.  Yes. 

Mr.  Newlands.  To  what  amount  would  it  reduce  it? 

Mr.  Taylor.  It  provides  it  should  be  kept  to  the  amount  equal  to 
25  x>er  cent  of  the  outstanding  notes. 

Mr.  Newlands.  Twenty-five  per  cent  of  the  outstanding  notes? 

Mr.  Taylor.  Yes;  so  far  as  notes  go.  As  the  volume  of  notes  is 
reduced  the  reserve  would  be. 

Mr.  Newlands.  Twenty-five  per  cent;  then,  of  the  outstanding  notes 
would  be  what,  approximately? 

Mr.  Taylor.  At  the  present  time? 

Mr.  Newlands.  Yes. 

Mr.  Taylor.  $112,000,000. 

Mr.  Newlands.  So  the  Treasury,  then,  out  of  this  $150,000,000 
could  let  out  $30,000,000  at  the  present  time? 

Mr.  Taylor.  No;  the  bill  provides  that  the  reserve  fund  shall  con- 
sist of  an  amount  equal  to  25  per  cent  of  the  outstanding  notes  and  5 
per  cent  of  the  silver-dollar  coinage. 

Mr.  Newlands.  Five  per  cent  of  the  silver  coinage  amounts  to  what? 

Mr.  Taylor.  Something  over  $20,000,000. 

Mr.  Newlands.  So  all  the  gold  in  the  Treasury  at  present  would  be 
required  to  meet  existing  requirements? 

Mc.  Taylor.  Not  all. 

Mr.  Newlands.  Verv  nearly.    If  not  all,  then  what  amount? 

Mr.  Taylor.  It  would  take  about  $132,000,000  or  $135,000,000,  and 
there  is  something  over  $150,000,000  there  now,  I  believe. 

Mr.  Newlands.  So  there  would  be  $15,000,000  still  available? 

Mr.  Taylor.  Something  like  that. 

Mr.  Newlands.  That  $15,000,000,  then,  would  be  available  for  the 
redemption  of  greenbacks  and  take  their  place  in  circulation,  and  part 
of  it  drift  into  the  banks? 

Mr.  Taylor.  Not  at  all.  That  would  be  in  the  general  Treasury, 
according  to  this  bill.  The  operation  of  the  bill  would  require  the 
transfer  from  the  general  fond  to  the  division  of  issue  and  redemption 
of  about  $135,000,000,  leaving,  say,  $15,000,000  or  $20,000,000  in  the 
Treasury  for  general  purposes,  and  the  redemption  would  take  place 
in  the  division  of  issue  and  redemption. 
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Mr.  Newlands.  Oat  of  the  reserye  fond  theref 

Mr.  Taylor.  Yes,  sir. 

Mr.  Newlands.  Well,  as  yoa  retire  the  greenbacks,  then,  by  paying 
out  ^old  for  theui,  what  would  yoa  have  to  provide  additional  gold 
other  than  that  at  present  in  the  Treasury  t 

Mr.  Taylor.  Yoa  would  have  to  increase  the  redemption  fund  by  75 
per  cent,  from  time  to  time,  of  the  amoant  of  notes  redeemed.  For 
instance,  suppose  the  redemption  of  the  notes  had  gone  to  the  extent 
of  (50,000,000.  You  would  then  have  reduced  yonr  gold  reserve 
$50,000,000.  You  would  also  have  redaced  the  amount  of  notes  out- 
standing (50,000,000,  and  therefore  the  reserve  would  be  $12,500,000 
less.   Do  you  seef 

Mr.  Newlands.  Yes,  I  see  that. 

Mr.  Taylor.  So  the  amount  of  gold  necessary,  after  yon  had  done 
that  to  restore  the  reserve,  would  be  $122,500,000. 

Mr.  Newlands.  Then  your  idea  is,  if  I  understand  yon  correctly, 
that  the  present  stock  of  gold  in  the  Treasury  will  be  ample,  without 
issuing  bonds,  to  make  gradual  redemption  of  the  United  States  notes! 

Mr.  Taylor.  Without  any  addition  to  itt 

Mr.  Newlands.  Yes. 

Mr.  Taylor.  Oh,  no. 

Mr.  Newlands.  Very  well,  then,  how  wonld  yon  secure  these  addi- 
tions to  itf 

Mr.  Taylor.  By  transfers,  from  the  general  Treasury  to  the  redemp- 
tion fund,  of  surplus  revenue,  if  there  is  any  such  revenue. 

Mr.  Newlands.  You  mean  transfers  of  goldf 

Mr.  Taylor.  Yes. 

Mr.  Newlands.  If  there  is  such  gold;  if  such  gold  goes  into  the 
Treasury! 

Mr.  Taylor.  Yes.  If  there  is  no  surplus  revenue  available  in  suffi- 
cient volume  to  meet  the  requirements  of  redemption,  then  the  Oovem- 
ment  would  have  to  do  as  it  does  now — borrow  money  on  bonds. 

Mr.  Newlands.  Then,  I  understand  it  to  be  your  idea  that  when 
this  thing  is  complete  the  banks,  assuming  their  deposits  are  the  same 
as  they  are  now,  will  have  the  same  amount  of  reserve  as  they  have 
now,  only  gold  will  be  substituted  for  the  greenbacks? 

Mr.  Taylor.  I  should  think  so. 

Mr.  Newlands.  Would  you  regard  that  as  material  t 

Mr.  Taylor.  Gold  and  silver,  not  necessarily  all  gold.  As  the  bill 
stands  it  provides  that  reserves  may  be  kept  one-half  in  silver  in  the 
banks,  and  the  notes  may  be  paid  in  lawful  money,  which  includes 
silver.  , 

Mr.  Newlands.  You  would  expect,  then,  gold  and  silver  to  take  the 
place  of  the  greenbacks  that  are  now  in  the  reserves  of  the  banksf 

Mr.  Taylor.  Take  the  place  of  the  gold  and  silver  and  greenbacks. 

Mr.  Newlands.  The  gold  would  have  to  come  £rom  the  Treasury  of 
the  United  States,  would  it  notf 

Mr.  Taylor.  No. 

Mr.  Newlands.  Where  else  could  you  get  itt 

Mr.  Taylor.  Out  of  our  mines,  and  from  all  quarters  of  the  world. 

Mr.  Newlands.  You  mean  the  mines  from  all  quarters  of  the  worldf 

Mr.  Taylor.  Yes;  including  our  own.  I  do  not  know  that  we  are 
prevented  from  getting  it  from  any  place  where  gold  is  produced  f 

Mr.  Newlands.  You  mean  that  we  would  get  our  portion  of  the 
annual  production  of  the  worldf 

Mr.  Taylor.  No  ;  not  thai.    We  would  get  so  much  of  what  there 
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is  in  the  world  as  would  come  to  ns  in  the  consequence  of  our  busi- 
ness, and  I  am  sure  that  would  be  enough. 

Mr.  NEWiiANDS.  You  rely,  then,  upon  gold  that  comes  from  the 
Treasury  and  gold  that  comes  from  the  ordinary  transaction  of  business  T 

Mr.  Taylor.  Yes;  and  what  is  here  already. 

Mr.  Nbwlands.  Now,  as  to  this  silver  that  goes  into  the  bank 
reserves.  As  I  understand  it,  the  silver  is  now  practically  in  circulation 
among  the  people,  almost  all  of  it,  is  it  notf  I  mean  through  these 
silver  certificates. 

Mr.  Taylor.  The  greater  ];)ortion  of  it  is.  In  some  places  the  banks 
hold  considerable  amounts. 

Mr.  Nbwlands.  That  is  all. 

[Mr.  Taylor  having  concluded  his  statement,  the  chairman  introduced 
to  the  committee  Mr.  J.  W.  Fries,  of  Korth  Carolina,  a  member  of  the 
Monetary  Commission.] 

8TATEMEHT  OF  MB.  J.  W.  FBIES,  OF  VOBTH  OABOLnTA,  A  MEM- 

BEB  OF  THE  MOHETABY  OOMMISSIOV. 

Mr.  Fries  said : 

Mr.  Chairman  and  gentlemen  of  the  committee:  I  was  bred  and  have 
lived  as  a  manufacturer  of  cotton  and  woolen  goods,  and  have  spent 
my  life  in  that  way.  My  factories  are  at  Salem,  N.  0.  I  have  lived 
there  all  my  life.  Incidentally  I  would  say  that  I  am  president  of  a 
a  national  bank  in  Winston,  N.  C,  and  director  of  a  trust  company  at 
the  same  place. 
The  Chairman.  What  is  the  population  of  Winston  Y 
Mr.  Fries.  Salem  and  Winston  together,  and  they  are  practically 
one  community,  have  about  20,000  people,  I  suppose,  and  Winston  is  a 
place  of  some  commercial  importance,  being  the  seat  of  the  largest  plug 
tobacco  manufactories  in  the  South. 

NORTH  CAROLINA  HAS  ITS  TROUBLES. 

Gentlemen,  I  shall  not  come  with  a  long  tale  of  woe.  If  it  were  true 
that  North  Carolina  had  nothing  but  turpentine  distilleries  in  the  east 
and  illicit  whisky  stills  in  the  west,  I  would  not  admit  it.  Since  it  is 
Dot  true,  there  is  the  more  reason  why  I  should  not  say  so.  We  have 
had  pur  troubles,  but  I  can  say  that  they  are  not  peculiar  to  North 
Carolina.  I  take  it  to  be  a  fact  that  the  human  family,  about  every 
generation,  has  to  sow  its  wild  oats,  and  when  the  epidemic  struck  the 
world  the  last  time  we  in  North  Carolina  caught  the  infection  and  suf- 
fered from  the  riotous  living  which  culminated  in  the  Baring  failure  in 
the  world  at  large  and  in  the  collapse  of  our  land  booms  in  the  South. 
We  have  suffered  and  still  are  suffering  from  the  debility  and  weariness 
of  convalescence. 

We  are  suffering  from  a  good  many  other  things.  North  Carolina 
fiimished  the  country  with  the  great  Apostle  of  Discontent,  Col.  Leoni- 
das  L.  Polk;  it  has  fhmished  the  brains  and  wickedness  of  the  Ameri- 
can  Tobacco  Company,  which  it  is  said  robs  the  growers  of  bright 
tobacco  of  half  its  value  and  debauches  our  youth  with  the  wicked  ciga- 
rette. We  have  a  department  of  agriculture  and  a  school  of  politics 
which  teaches  the  farmer  he  is  oppressed  and  downtrodden  by  Frovi- 
dmoe  and  his  neighbor  generally. 
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,  We  have  in  addition  to  tliat  the  rognlar  ordinary  classes  of  people 
who  are  always  clamoring  for  more  money,  and  that  is  the  qnear.ion  u> 
which  I  suppose  I  ought  especially  to  direct  myself  now.  The  men  who 
are  mont  clamorous  are  composed  of  very  different  elements.  In  the 
first  place  there  is  a  body  of  men  who  habitually  parade  their  poverty 
and  demand  that  the  Government  or  somebody  else  should  be  all  ihe 
time  doing  things  for  them  which  they  ought  to  do  for  themselves.  I 
assume  that  that  condition  of  men  is  not  peciiliar  to  North  Carolina. 
Then  we  have,  in  adtlition  to  that,  men  who  are  engaged  in  all  sorts  of 
business,  and  who  really,  honestly,  and  legitimately  do  feel  the  want  of 
better  banking  facilities,  and  without  analyzing  that  want  in  a  general 
way  they  say  they  want  more  money. 

Now  I  take  it  that  really  and  legitimately  means  not  necessarily 
more  money,  not  necessarily  cheaper  money,  but  better  facilities  for  the 
transaction  of  business,  and  facilities  for  the  transaction  of  business 
more  easily  and  more  cheaply.  Atid  we  are  all  agreed,  I  think,  that 
these  facilities  can  be  secured  only  by  the  inauguration  and  establish- 
ment of  such  a  banking  system  as  will  make  it  possible  that  the  people 
be  given  those  facilities.  It  is  perhaps  to  our  discredit  that  the  records 
show  that  the  per  capita  distribution  of  banking  capital  in  North  Car- 
olina is  so  small;  but  I  want  you  to  believe  that  that  is  not  entirely 
due  to  our  poverty  or  our  want  of  thrift  or  our  general  worthlessness. 
It  is  a  fact  that  while  our  banks  have  not  grown,  have  not  increased, 
we  have  developed  on  other  lines.  We  have  developed  many  very 
creditable  industries  in  many  lines.  In  cotton  mills  alone  we  have 
gotten  to  a  point  where  Massachusetts  and  Bhode  Island  will  even 
take  notice  of  ua  if  they  meet  us  on  the  street. 

Mr.  Capbon.  That  is  unfortunately  true  for  Rhode  Island. 

Mr.  Fries.  I  do  not  think  it  is  anfortunate  even  for  Rhode  Island, 
if  the  gentleman  will  pardon  me,  because  it  is  one  of  those  natural 
developments  which  will  adjust  itself,  and  there  is  room  for  us  all. 

Now,  the  particular  question  for  us  to  consider,  and  for  you  gentlemen 
to  decide,  is  how  to  correct  that  trouble  for  ns  upon  a  just  and  proper 
consideration  of  the  causes  why  it  is  so.  I  suppose  it  is  proper,  as  a 
representative  of  the  Soath,  in  presenting  that  particular  phase,  of 
local  wants,  that  you  will  allow  me  to  express  myself  upon  the  ground 
of  individual  opinion. 

LACK  OP  BANKING  PACILTTIES  IN  THE  SOUTH. 

I  take  it  that  the  lack  of  cheap  and  convenient  banking  facilities  in 
the  South  is  absolutely  and  entirely  due  to  the  lack  of  sufiicient  com- 
petition in  that  line  of  business  down  there.  I  do  not  care  where  it  is, 
cheap  service  will  only  be  given  if  the  service  is  sufficient  and  ample, 
and  we  lack  that  suilicient  atid  ample  competition.  The  only  palpable 
reason,  I  think,  why  we  lack  that  competition  is  that  other  lines  of  busi- 
ness are  more  attractive,  by  reason  of  greater  profit  to  be  derived  from 
them,  and  perhaps  greater  security  than  banking,  and  hence  what 
capital  we  have  and  what  capital  comes  to  us  from  abroad  goe«  into 
other  lines  rather  than  into  banking.  We  have  not  had  an  increase 
of  banking  capital  and  facilities  commensurate  with  our  increase  in 
business. 

Mr.  Johnson.  Ton  think  the  business  that  you  have  there  would  bo 
a  basis  for  a  good  banking  system! 

Mr.  Fries.  Business  is  growing.  Statistics  will  show,  and  I  am  pre- 
pared to  give  evidence,  that  our  country  has  progressed  in  many  dtreo- 


CHANGES  IN  THE   CURRENCY   SY8TEM.  317 

tionSy  and  notably  in  the  orp^auization  of  cotton  mills,  which  is  a  matter 
of  common  information  and  common  report;  and  these  cotton  mills  have 
been  bnilt  largely  by  home  enterprise  and  home  capital.  The  prime 
reason  why  oar  home  capital  and  home  industry  have  gone  into  the  cot- 
ton mills  and  not  into  banking  is  that  they  have  been  promised  better 
returns  in  the  cotton  mills. 

Mr.  Johnson.  Bat  the  objection  is  frequently  made  that  no  system  of 
banking  that  can  be  devised  will  bring  business  to  a  country  where 
there  is  no  business;  that  the  carrying  on  of  a  bank  presu])poses 
business  for  the  bank.  What  I  want  to  find  out  from  you  is  whether 
you  have  the  business  there  for  these  banks. 

Mr.  Fries.  It  would  be  presumptuous  in  me  to  claim  that  we  have 
such  a  volume  of  business  already  established  as  the  more  wealthy  and 
more  advanced  communities.  But  it  is  a  fact  beyond  controversy  that 
we  have  a  growing  and  increasing  business,  and  I  take  it,  Mr.  Johnson, 
that  the  true  proposition  is  that  a  good  banking  system  both  makes 
and  serves  business.  While  we  have  some  way  of  getting  along  with 
what  facilities  we  have,  we  feel  that  it  is  not  as  good  a  way  as  we  ought 
to  have  for  the  business  we  now  have.  We  feel  confident  we  ^ould 
have  more  business,  and  more  profitable  business. 

Mr.  Mitchell.  How  many  banks  have  you  in  your  particular  sec- 
tion nowf  How  many  banks  in  the  community  of  20,000  population  of 
which  you  speak  f 

Mr.  Fries.  In  my  town  we  have  two  national  banks  and  one  trust 
company,  with  a  combined  capital  of  $450,000.    Only  three  banks. 

Mr.  FowLSR.  What  are  the  deposits! 

Mr.  Fries.  The  deposits  are  about  $800,000,  roughly;  but  I  want  to 
qualify  that.  When  I  say  we  have  that  proportion  of  capital  to  depos- 
its in  our  Winston  institutions,  I  want  to  say  that  that  is  not  a  iair 
measure  of  the  ratio  of  capital  to  deposits  in  the  banks  generally 
throughout  the  South.  It  is  not  a  fair  estimate,  because,  as  I  stated, 
Winston  is  the  seat  of  the  largest  tobacco  manufactories  in  the  South. 
We  have  advantages  which  our  neighbors  do  not  have,  and  the  rule  in 
the  South  is  that  deposits  are  much  less  than  the  capital  of  the  bank. 
In  many  instances  deposits  are  a  very  small  part  of  the  face  of  the 
capital  upon  which  they  can  do  business.  We  are  exceptionally  well 
situated  in  that  respect  in  our  community. 

Mr.  McCleary.  That  is,  the  deposit  habit  has  not  been  acquired! 

The  Chairman.  It  is  not  possible f 

Mr.  Fries.  Both.  The  capital  that  is  there  is  actively  employed  right 
up  to  the  handle  by  the  men  that  are  in  business.  Many  of  them,  more 
than  in  cities,  use  a  bank  simply  to  keep  their  books  for  them. 

Mr.  Hill.  Will  you  allow  me,  at  this  point,  to  state  the  banking 
facilities  of  the  town  in  which  I  live  [Norwalk,  Conn.],  which  also  has 
a  population  of  20,000.  We  have  five  banks  with  a  capital  of  $740,000 
and  with  deposits  of  $990,000,  and  also  two  savings  banks,  in  addition, 
with  deposits  of  $4,00a,000. 

FRBJITDIOE  AaAINST  BANEB. 

Mr.  Fries.  It  is  a  fact,  as  suggested  by  Mr.  McCIeary,  that  as  you 
get  out  of  the  towns  where  there  are  manufacturing  industries  the 
habit  of  bank  deposits  hardly  exists.  Our  country  people  do  not  deposit 
in  banks.  I  do  not  mean  to  say  that  they  have  no  money.  There  is 
more  money  there  among  the  country  people  than  they  will  admit,  but 
they  have  got  it  at  home.    I  do  not  want  to  be  lengthy,  but  on  that 
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point,  because  it  is  quite  an  interesting  point,  I  would  like  to  illustrate. 
A  director  of  our  national  bank  told  me  quite  recently  that  a  country- 
man had  come  into  his  store  a  little  while  before  with  a  tin  bucket  My 
friend  keeps  a  little  general  retail  store.  The  countryman  came  in  with 
his  bucket  and  sat  down,  and  said  nothing  while  there  was  anyone 
around.  When  the  others  were  gone  he  said,  ^^  Mr.  Griffith,  I  have 
some  money  here  in  this  backet  that  I  want  you  to  take."  Mr.  Griffith 
replied  to  him,  '^  I  do  not  want  to  take  the  money."  The  countryman 
continued,  ''I  have  this  money,  and  I  don't  want  to  keep  it  at  home. 
It  is  not  very  safe  there,  and  I  would  like  to  lend  it  to  youf "  "How 
much  have  you,"  said  Mr.  Griffith.  He  had  $300  in  silver  which  he  had 
brought  into  town  in  a  tin  bucket.  The  storekeeper  said  again  to  the 
countryman, "  I  do  not  want  your  money.  Go  and  deposit  it  in  a  bank." 
"Ko;  they  are  saying  so  much  about  banks  that  I  do  not  want  to  have 
anything  to  do  with  them,  and  I  would  like  you  to  take  my  money." 
That  is  hardly  a  typical  instance  of  the  character  and  habits  of  our  peo- 
ple, but  it  is  one  instance,  and  there  is  enough  of  that  storing  away  ol 
money  in  tin  buckets;  there  is  enough  of  antagonism  to  banks,  fostered 
by  men  who  do  not  know  anything  about  banks  or  banking,  to  create  a 
good  deal  of  prejudice. 

While  I  am  speaking  of  that  prejudice,  though  it  is  a  little  outside  of 
the  subject,  I  want  to  give  this  thought,  whicli  has  been  in  my  mind 
lately.  I  believe  that  a  good  deal  of  the  prejudice  against  banks, 
and  especially  national  banks,  comes  from  the  idea  that  is  prevalent 
among  the  people,  that  that  is  money  which  ought  to  be  used  at  home, 
but  which  under  the  system  has  been  locked  up  in  bonds  and  put 
somewhere  else.  Now,  I  do  not  mean  to  say  that  is  an  objection  well 
founded,  but  I  believe  it  exists  and  I  believe  it  is  a  very  potent  cause 
of  the  prejudice  that  exists  against  banks. 

Mr.  Mitchell.  Is  there  not  a  prejudice  against  them  from  the  idea 
that  they  make  too  mach  money  f 

Mr.  Fries.  Yes,  sir;  there  is  the  popular  idea  in  the  country  that  a 
bank  is  a  mint,  and  that  a  banker  has  nothing  to  do  but  to  lend  all  the 
money  that  anybody  asks  for.  I  strilce  the  idea,  not  only  among  onr 
rural  population  but  among  a  great  many  people  who  are  well  informed, 
that  the  principal  function  of  banking  is  lending  money,  and  that  they 
have  it  in  their  power  to  lend  any  amount  of  money.  Of  course  we 
know  that  that  can  not  be  so.  A  bank  can  only  loan  what  money 
it  has  in  the  shape  of  capital,  what  it  gets  by  reason  of  legislation, 
what  it  gets  by  reason  of  its  own  obligations  to  its  depositors.  It  can 
not  lend  any  more  money  than  that,  and  it  can  not  lend  all  of  that, 
because  of  the  inexorable  laws  of  safety  and  the  statute  laws. 

BAlfKINa  NOT  PROFITABLE  IN  THE  SOUTH. 

Mr.  MiTOHELL.  You  have  stated  that  you  are  also  a  bankert 

Mr.  Fries.  Yes,  sir. 

Mr.  Mitchell.  Do  you  find  that  the  money  you  have  invested  in 
your  bank  is  so  enormously  profitable  as  it  is  generally  thought  to  beY 

Mr.  Fries.  It  is  a  fact  that  no  bank  can  live  under  the  usury  laws, 
such  as  we  have,  in  competition  with  private  investment  of  capital, 
unless  it  has  large  deposits  on  which  to  live.  The  great  city  bank, 
with  deposits  of  from  one  to  more  than  fifty  times  its  capital,  like 
the  Chemical  ^National  Bank  of  New  York,  can  live  in  spite  of  con- 
ditions, because  such  a  bank  has  the  money  to  do  it  on.  But  in  the 
South  we  are  situated  differently.    While  in  the  community  in  which 
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I  live,  as  I  have  already  said,  we  are  exceptionally  well  sitaated  in  that 
respect,  yet  in  the  South  generally  we  have  not  the  deposits  on  which 
to  make  money.  It  costs  ns  a  great  deal  to  do  business  and  lend  money 
as  against  the  lending  of  money  by  private  individuals.  The  bank 
must  be  properly  housed;  it  must  be  properly  officered;  it  must  be  at 
the  expense  of  stationery  and  postage  and  a  thousand  other  things. 

Mr.  Gox.  I  live  in  the  South.  Do  you  know  of  a  single  national  bank 
in  the  South — or  an  institution  conducted  like  a  bank — that  has  gone 
into  voluntary  liquidation  Y 

Mr.  Fbibs.  Yes,  sir. 

Mr.  Cox.  Where  was  itt 

Mr.  Fbies.  In  our  town — ^in  Winston. 

Mr.  Gox.  That  is  one  instance.    Now,  can  you  call  to  mind  another  t 

Mr.  Fbebs.  Well,  I  have  no  doubt  I  could. 

Mr.  Gox.  Did  you  ever  look  at  the  Comptroller's  report  locating  the 
banks  that  have  gone  into  voluntary  liquidation  t  I  am  a  banker,  too, 
and  I  think  it  veiy  proHtable  business. 

Mr.  Fbies.  I  wish  I  lived  in  Tennessee. 

Mr.  Gox.  I  will  invite  you  down, 

Mr.  Fbies.  Oentlemen,  I  can  only  give  you  in  that  connection  my 
private  opinion,  founded  on  an  experience  of  some  years.  My  experi- 
ence is  that  banking  in  North  Garolina  is  not  profitable  enough  to  make 
it  attractive  to  capital.  I  give  that  as  an  opinioji  without  quaUficatiou. 
It  may  be  possible  that  in  Tennessee  the  banks  are  able  to  lend  and  do 
lend  money  at  higher  rates  of  interest  than  we  do.  It  may  be  that  tiiey 
are  better  situated  with  regard  to  deposits,  and  so  forth. 

Mr.  Johnson.  What  is  your  legal  rate  of  interest  t 

Mr.  Fbies.  Six  per  cen^  and  we  lend  at  6  per  cent. 

Mr.  Gox.  And  you  discount  at  what  rate? 

Mr.  Fbies.  We  lend  and  discount  at  6  per  cent. 

Mr.  MiTOHELL.  But  at  what  rate  do  you  discount  t 

The  Ghaibman.  A  man  has  the  right  to  buy  a  note  at  any  price  that 
he  puts  on  it.    The  rates  down  there  are  about  8  to  10  per  cent. 

Mr.  Gox«  About  8  per  cent.  In  my  part  of  Tennessee  it  is  about  8 
per  cent  on  discounts  as  a  rule,  and  as  you  go  west  toward  Memphis 
and  across  the  Mississippi  Biver  into  Arkansas  it  is  higher. 

Mr.  Fbies.  Do  you  have  a  usury  law  in  Tennessee? 

Mr.  Gox.  Yes;  it  is  the  same  as  the  law  in  North  Garolina.  I  think 
we  got  it  from  your  State. 

Mr.  Fbebs.  We  are  a  law-abiding  x>eople. 

Mr.  Gox«  Well,  I  do  not  believe  you  are  ahead  of  us  in  supporting 
the  law. 

Mr.  Fbies.  I  wanted  to  say  that  the  usury  law  is  not  broken  in 
North  Garolina. 

Mr.  Gox.  Are  you  aware  that  the  Supreme  Gourt  of  the  United  States 
decided  that  u];)on  a  regular  discount  you  can  buy  a  note  like  anything 
elset 

Mr.  Fbies.  I  know  that  is  so,  but,  gentlemen,  we  do  not  have  that 
kind  of  pai^er  for  investment  in  our  State.  That  is  not  one  of  the  habits 
of  our  people.  We  do  not  have  any  note  brokers.  We  have  to  loan 
direet,  and,  unfortunately,  when  we  do  loan,  in  a  majority  of  the  cases,  it 
is  not  a  loan  which  goes  to  the  credit  of  the  borrower  on  deposit  so  the 
bank  has  the  use  of  the  money,  but  in  a  large  proportion  of  the  loans 
the  money  goes  out  of  the  bank  in  actual  cash  in  some  form.  My  exx)e- 
lienee  is  that  it  is  very  difficult  in  North  Garolina  to  make  6  per  cent 
on  baiJc  stodk  with  such  a  security  as  is  necessary  for  any  business. 
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I  apprehend  that  no  one  will  qaeBtlon  the  proposition  that  one  of  the 
greatest  elements  of  safety  in  banking  is  that  it  shall  be  profitable,  so 
profitable  that  the  bank  can  lay  aside  a  reasonable  and  safe  amount  of 
surplus  to  provide  against  contingencies  and  inevitable  losses,  wludi 
any  such  business  must  meet. 

Mr.  Cox.  The  compilation  I  want  to  call  to  your  attention  I  now  have 
in  my  hand.  It  is  from  the  report  of  the  Comptroller,  which  I  think  is 
good  au  thority.  This  is  private  banking.  I  see  that  in  the  State  banks 
and  private  banks  there  is  $228,000,000  of  capital,  and  that  they  have 
made  $102,000,000 — I  am  giving  round  figures— on  that  investment 

Mr.  MoCleary.  In  how  long  a  timet 

Mr.  Cox.  It  does  not  give  that 

Mr.  iN^EWLANDS.  Is  that  surplus? 

Mr.  Cox.  That  is  surplus  and  undivided  profits.  I  think  that  is  a 
pretty  good  dividend.  Do  you  know  a  bank  that  has  failed  to  pay  its 
dividends  ? 

Mr.  Fbies.  Yes,  sir. 

STATE  BANKS  BEFOBB  THE  WAB. 

The  Chairman.  The  wealth  in  your  State  in  1860  and  last  year  was 
the  same— $361  per  capita.  The  circulation  in  1860  was  $5.64  per  cap- 
ita, and  to-day  it  is  36  .cents  per  capita.  Your  banking  capital  in  1860 
was  $6.67.  and  today  you  have  $1.15  only  of  national-bank  capital,  while 
the  wealtn  of  your  people  is  the  same.  As  I  have  said,  you  have  only 
$1.15  of  national  and  $2.67  per  capita  of  State  bank  capital,  making 
$3.82.  My  point  is  that  it  is  wholly  because  the  banks  are  not  allowed 
to  issue  a  true  banking  currency.  !N^ow,  if  you  issue  the  same  amount 
of  currency  to  day  that  you  did  in  1860  you  would  have,  in  round  num- 
bers, $14,000,000  of  actual  working  capital  in  your  State — more  than  you 
have  got  to  day — at  the  same  per  capita  that  you  had  in  1860,  when  it 
is  perfectly  evident,  the  slaves  being  free  now,  that  the  currency  you 
carry  in  your  pockets  would  be  very  nearly  double  what  it  was.  before 
the  war  or  very  much  more  at  any  rate.  You  have  now  only  about 
$600,000,  so  the  State  is  robbed  by  the  In  w  of  $7,000,000  currency  upon 
that  basis.    [See  Table  I,  page  374,  and  Table  K,  page  380.] 

Mr.  Fbies.  I  would  remark  in  that  connection  that,  while  it  ante- 
dated my  personal  experience,  I  believe  it  is  a  fact,  from  my  informa- 
tion, that  North  Carolina  did  have  a  quite  satisfactory  and  quite  safe 
and  quite  ample  State-bank  system  preceding  the  war. 

The  Chaibman.  Let  me  add  there  that  New  England  banks  redeemed 
in  Boston  and  at  their  counters,  and  their  bills  were  sold  at  a  premium. 
They  had  about  13  per  cent  in  specie  out  in  circulation.  Virginia  had 
23  per  cent  in  specie,  practically,  and  the  banks  redeemed  only  at  their 
own  counters,  and  their  notes  sold  at  a  discount.  If  your  State  ha<l 
redeemed  at  some  commercial  center  your  notes  would  have  sold  at  a 
premium,  as  well  as  Massachusetts  and  Louisiana  notes. 

Mr.  Fries.  Some  of  them  did,  at  any  rate. 

I  believe  it  is  a  fact,  gentlemen,  that  the  tradition  as  to  the  satisfac- 
tory character  of  North  Carolina  State  banks  is  the  principal  oaose  of 
the  demand  among  our  peo))le  for  the  reestablish ment  of  State  banks 
again.  I  do  not  approve  of  it.  I  think  that  system  was  antiquated. 
If  1  remember  rightly,  our  law  required  that  every  bank  should  have  a 
leji^al  reserve  of  33^  per  cent  of  the  notes  they  issue^l,  but  there  was  no 
re<iuirement  for  Governmental  supervision,  and  the  consequence  ia^that 
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I  have  been  aDable  to  find  any  satisfactory  information  and  statistics 
as  to  the  actual  history  of  the  State-bank  system  in  North  Garolina 
prior  to  the  war. 

The  Ghaibman.  I  can  give  you  the  amount  of  specie.  You  had 
$11.77  of  specie  to  every  dollar  of  circulation  in  North  Carolina.  It 
averaged  that. 

Mr.  Fries.  It  varied,  because  the  banks  were  chartered  by  special 
acts. 

The  Ghaibman.  I  am  not  speaking  about  what  the  law  required^  but 
stating  the  actual  fact  from  the  records. 

Mr.  Fries.  And  the  fact  was  that  the  larger  banks — those  whose 
bills  sold  at  par  or  above  par — by  their  charters  were  required  to  hold 
a  large  specie  reserve  and  did  so.  The  Bank  of  North  Garolina  did  so. 
It  was  a  very  successful  institution,  and  as  a  matter  of  my  own  per- 
sonal experience,  I  know  that  their  bills  came  through  the  war  and 
were  sold  after  the  war  at  a  very  decent  per  cent  of  their  face. 

Mr.  MgGleart.  Will  you  please  repeat  that  statement! 

Mr.  Fries.  The  bills  of  the  Bank  of  the  State  of  North  Garolina, 
which  was  run  by  Mr.  Mordeoai  and  was  a  strong  bank  and  a  very 
popular  bank,  to  my  certain  knowledge,  after  the  wreck  and  ruin 
caused  by  the  fall  of  the  Southern  Gonfederacy,  had  a  considerable 
value  and  were  sold  at  a  good  price.  My  recollection  is  that  I  sold 
some  of  them  in  the  settlement  of  my  father's  estate  at  certainly  not 
less  than  25  per  cent  of  their  face  value. 

Mr.  MoGleary.  And  after  the  Government  issues  had  gone  to 
nothing? 

Mr.  Fries.  Yes,  sir. 

Mr.  Johnson.  Would  your  people  be  satisfied  to  relinquish  the  idea 
of  State  banks  of  issue  and  accept  iffitioual  control  if  they  could  get 
the  same  advantages  under  national  control  that  they  could  under  a 
State- bank  system? 

Mr.  Fries.  There  are  a  great  many  men  for  whom  I  could  not  speak, 
because  we  do  not  train  together,  but  I  believe  that  there  would  be 
enough  of  us  who  would  prefer  the  national  system,  coupled  with  those 
who  would  be  willing  on  a  general  average  to  take  one  or  the  other, 
to  show  a  very  large  and  decided  sentiment  in  North  Garolina  for  a 
national  system,  with  such  privileges  as  we  think  are  necessary  for 
profitable  banking. 

The  Ghairman.  If  you  could  have  all  the  liberty  of  the  old  State 
banking  system,  issuing  notes  to  par,  and  have  those  notes  guaranteed 
aB  they  are  to-day  by  the  Government,  and  the  inspection  of  the  bank, 
etc.,  all  under  the  liberty  of  the  State-bank  system,  would  not  that 
meet  your  viewt 

Mr.  Fries.  Yes;  I  think  that  would  be  satisfactory. 

The  Ghairman.  I  want  to  call  your  attention  to  the  fact  that  Yer- 
niont  was  allowed  to  i^sue  two  to  one  of  its  capital  in  bills.  There  was 
no  provision  as  to  coin  in  their  law  except  this:  That  they  should 
keep  a  certain  balance  in  a  specie-paying  bank,  bpt  the  fact  that 
the  Boston  banks  compelled  them  to  redeem  their  notes  in  Boston  as 
well  as  at  their  own  counters  enabled  them  to  circulate  112  per  cent  of 
their  capital,  and  their  bills  were  just  as  sound  as  the  bills  of  any  bank. 
Now,  in  North  Garolina  to  day  you  are  only  loaning  87j  per  cent  of 
your  capital  and  deposits,  which  furnish  all  the  assets  of  the  bank  to 
bank  on.  In  1856  you  loaned  112  per  cent,  and  you  could  loan  then  as 
much  cheaper  than  now  as  87  is  less  than  112. 

OTJB ^21 
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THE  DEMAND  FOB  FBSB  OOINAGB  OF  SILYEB. 

Mr.  Johnson.  What  wonld  be  the  effect  on  the  sentiment  of  your 
X>eople  with  respect  to  their  demand  for  the  free  coinage  of  silver  at  the 
ratio  of  16  to  1  if  banks  of  the  character  indicated  by  Mr.  Walker  in 
the  question  he  addressed  to  yon  a  few  minutes  ago  were  established 
among  themt 

Mr.  Fbebs.  That  is  beyond  my  capacity  to  answer.  I  believe  that  a 
good  many  of  the  men  who  are  demanding  the  free  coinage  of  silver  at 
16  to  1  now  in  North  Carolina  wonld  not  be  satisfied  more  than  a  week 
if  our  Mends  would  give  them  $16  for  every  one  dollar  they  have  got 
now.  I  venture  to  say  further  that  a  good  many  of  those  men  have  not 
a  dollar  that  they  could  put  up  on  the  blackboard  to  submit  to  that 
process  of  multiplication,  and  for  that  reason  I  am  not  able  to  say  that 
all  those  people  would  be  satisfied.  On  the  other  hand,  I  am  convinced 
that  many  of  them  would  be. 

Mr.  Johnson.  I  am  speaking  about  these  intelligent,  sensible  men  in 
your  State  who  now  are  advocating  the  firee  coinage  of  silver  at  16  to  1; 
whether  or  not  they  would  regard  and  accept  the  establishment  of 
a  safe  and  elastic  bank-note  circulation  among  them  as  suffidently 
responsive  to  their  demands. 

Mr.  Fbies.  It  would  satisfy  a  great  number. 

Mr.  FowiiEB.  It  would  satisfy  the  best  sort  in  the  State,  such  as 
yourself  and  Mr.  Garr,  and  that  class  of  menf 

Mr.  Fbies.  I  will  not  speak  for  Mr.  Garr.  I  will  speak  for  myselt  I 
never  understood  his  position.    I  know  him  very  well. 

Mr.  FowLEB.  He  has  recently  said  that  would  satisfy  him. 

Mr.  Johnson.  What  I  am  trving  to  get  at  is  whether  the  demand  is 
ibr  free  coinage  of  silver  at  16  to  1  or  for  more  money  which  they  con- 
sider to  be  good. 

Mr.  Fbies.  I  am  thoroughly  satisfied,  Mr.  Johnson,  that  the  demand 
for  the  free  coinage  of  silver  is  not  indigenous  to  North  Carolina. 

Mr.  Hill.  It  is  a  political  proposition  under  which  a  party  is  seek- 
ing to  obtain  power,  and  not  a  business  proposition. 

Mr.  Fbies.  And  it  is  accepted,  to  my  certain  knowledge,  by  a  great 
many  men — good  men,  too;  as  good  as  the  best — who  are  at  heart  jost 
as  much  sound-money  men  as  I  am.  They  accept  it  as  a  iK>litical  ques- 
tion, because  it  is  in  their  party  platform,  and  they  accept  it  fiirtker, 
if  you  will  allow  me  to  say  so,  because  in  their  hearts  they  do  not 
believe  in  the  declaration  of  the  Bepublican  party  for  what  they 
believe  is  the  truth  as  much  as  I  do.  That  class  of  men  believes  that 
the  enunciation  of  the  St.  Louis  platform  on  the  gold  question  was  no 
more  to  many  Republicans  than  their  acceptance  of  the  free-silver  doc- 
trine; and  unless  you  will  disabuse  them  on  that  subject  I  do  not  see 
any  hope  for  Korth  Carolina. 

Mr.  Fowleb.  That  is,  unless  we  take  the  position  of  supplementing 
by  broad  legislation  the  declaration  of  the  gold  standard  f  That  is 
what  you  meant 

Mr.  Fbies.  Yes,  sir ;  let  me  repeat  that,  if  I  may,  because  I  think  it 
is  a  true  exposition  of  the  mental  state  of  many  of  our  people.  They 
have  accepted  the  doctrine  of  16  to  1  not  because  it  was  a  matter  of 
conviction  with  them,  but  because  it  was  a  plank  in  a  ];)oIitical  platform 
for  which  they  were  in  the  habit  of  voting — ^because  they  were  in  the 
habit  of  voting  in  that  party.  They  have  no  confidence  iu  the  sanctity 
or  honesty  of  political  platforms.  They  do  not  beUeve — and  they  are 
good  men,  too— that  if  Mr.  firyan  had  been  elected  we  would  have  had 
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free  coinage  of  silver  at  16  to  1.  I  have  heard  them  say,  several  times, 
<<Yoa  fellows  are  making  a  big  fuss  about  nothing;  we  will  be  as  safe 
from  the  free  coinage  of  silver  ander  Bryan  as  we  will  be  if  the  Bepub- 
licans  are  elected."  Many  of  them  did  not  believe  that  the  free  coinage 
of  silver  wonid  be  established  if  the  Democrats  were  elected. 

Mr.  Fowler.  They  did  not  believe  it  woold  be  safe  if  we  had  free 
coinage  of  silver,  did  theyf 

Mr.  Fries.  They  did  not  believe  the  country  would  be  subjected  to 
that  danger.  On  the  other  hand,  with  that  want  of  faith  in  the  serious- 
ness of  political  pledges  as  a  potent  influence  in  their  minds,  they  did 
not  believe  that  the  gold  plank  in  the  St.  Louis  platform  meant  any- 
thing. 

Mr.  Johnson.  What  would  be  the  effect  of  supplementing  that  doc- 
trine with  legislation  whereby  there  would  be  conferred  on  the  people 
down  there  the  privilege  of  issuing  circulating  notes  upon  their  com- 
mercial assets,  under  national  control,  giving  them  such  a  volume  of 
currency  as  would  enable  them  to  carry  on  their  business  under 
national  control,  and  with  the  guarantee  system! 

Mr.  Fries.  I  can  not  forecast  what  would  be  the  effect  when  it  came 
to  framing  another  political  platform  and  the  progress  of  another  poll 
tical  campaign;  but  this  much  I  do  know,  that  it  would,  to  an  unspeak- 
able degree,  strengthen  the  hands  of  us  who  have  stood  up,  in  small 
numbers  but  earnestly,  for  what  we  believed  was  the  right. 

Mr.  Johnson.  Let  me  try  to  make  it  plain.  It  is  my  idea  that  the 
demand  for  the  free  coinage  of  silver  at  16  to  1  in  the  South  is  simply 
a  demand  for  more  money. 

Mr.  Fries.  More  money  facilities. 

Mr.  Johnson.  And  banking  facilities.  If  there  is  now  established 
down  there,  under  national  control,  a  system  of  banks  which  will  per- 
.mit  the  issuing  of  circulating  notes  upon  commercial  assets,  with  the 
^uarantee-fnud  system,  and  which  will  give  them  a  sound,  safe,  and 
elastic  currency  to  enable  them  to  do  business  and  develop  their  coun- 
try, will  that  not  be  the  deathblow  of  their  declarations  in  favor  of 
the  free  coinage  of  silver  at  16  to  If    Am  I  right  or  notf 

Mr.  Fries.  I  think  it  would  have  a  very  large  and  strong  influence; 
but  I  would  hesitate  to  express  a  very  decided  opinion  as  to  the  result, 
because  politics  in  North  Carolina  are  very  much  mixed. 

The  Ohaibman.  Let  me  supplement  something  to  finish  that  idea. 
The  theory  upon  which  INIr.  Johnson  is  asking  his  questions,  I  appre- 
hend, is  that  in  the  long  run — you  are  not  talking  about  tomorrow  and 
next  month — the  sound,  sensible,  wise  men  in  our  country  control  its 
affairs.  It  is  only  in  exceptional  cases  that  the  other  men  have  con- 
trol. His  point  is  as  this  thing  works  and  the  influence  of  those  men 
is  felt,  whether  that  would  settle  the  question! 

Mr.  Johnson.  That  is  what  I  am  driving  at — whether  they  would  not 
be  satisfied  with  the  gold  standard. 

Mr.  MoOleary.  K  they  were  sure  that  meant  the  gold  standard. 

Mr.  Fries.  Yes;  if  that  stato  of  affairs  led  to  the  political  union — 
the  union  on  economic  lines — between  the  sound  elements  of  both 
parties,  as  I  believe  it  would,  it  woald  inevitably  have  that  result.  I 
said  before  that  the  political  situation  was  mightily  mixed  in  North 
Carolina,  and  the  solution  of  these  matters  would  have  to  be -predicated 
upon  such  a  plan  and  such  a  development  as  would  unite  Eepublicans 
like  Senator  Pritchard  and  Mr.  Holton,  our  present  district  attorney, 
with  the  sound  money  Democrats  who  left  tiieir  party  on  this  issue 
before. 
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Mr.  !N£WLANDS.  Allow  me  to  intermpt  this  delightfdl  symposinm 
over  the  gold  standard.    Allow  me  to  ask  a  few  questions. 

The  Ohaibman.  I  am  not  asking  questions  on  the  gold  standard, 
and  shall  not  through  this  whole  discussion,  but  I  also  want  the  floor 
occasionally. 

You  said  that  when  your  people  went  to  a  bank  to  get  a  discount 
their  circumstances  were  such  that  they  did  not  leave  the  proceeds  of 
the  discount  on  deposit,  but  had  to  take  it  in  the  shape  of  bills,  and 
went  home. 

Mr.  Fries.  Very  largely;  yes,  sir.  , 

The  Ohaibman.  That  the  present  system  depletes  the  loaning  capacity 
of  the  banks  by  precisely  the  sum  of  money  which  is  granted  them  in 
the  loan.  Under  the  old,  true  banking  system,  the  taking  of  that  cor- 
rency  and  going  home  does  not  deplete  the  wealth  of  the  banks  by  a 
fraction.  It  is  simply  taking  the  note  of  the  bauk  in  place  of  the  indi- 
vidual note,  and  they  have  the  same  amount  of  capital  to  lend  that  they 
had  before,  up  to  the  extent  that  they  can  do  it. 

I  wish  to  call  your  attention  to  these  statistics.  In  1856  the  percent- 
age of  currency  to  deposits  was  522  per  cent.  That  is,  they  did  not  leave 
their  money  on  deposit,  because  they  could  not.  Those  people  conld 
not  use  checks  and  drafts  to  do  their  business  with.  Today  it  is  only 
14  per  cent.  That  is  the  condemnation  of  the  present  system.  While 
the  percentageof  currency  to  loans  and  discounts  in  1856  was  50,  to  day 
it  is  11.  Those  fiicts  are  all  that  is  wanted  to  show  the  terrible  opera- 
tion of  the  present  banking  system. 

DECISIONS  IN  THE  COUBTS  CONOEBNINO  BANKING. 

Mr.  SPALDiNa.  Inasmuch  as  many  of  the  gentlemen  here  are  national 
bankers,  and  are  supposed  to  know  the  law — and  we  are  sup])0sed  \p 
know  the  law  whether  we  are  bankers  or  not — I  want  to  call  attention 
to  several  decisions  of  the  courts  in  regard  to  national  banks,  in  which 
they  are  strictly  prohibited  from  the  purchase  of  comniercial  paper.  I 
will  read  from  the  Comptroller's  report  containing  the  syllabus  of 
some  of  the  decisions.    I  read  from  page  326,  in  the  report  for  1896: 

1.  A  national-banking  association  can  not  deal  in  stocks.  The  prohibition  is  to  be 
implied  from  the  failnre  to  create  the  power. 

First  National  Bank  r.  National  Exchange  Bank  (92  U.  S.,  122). 

2.  A  national-banking  association  can  not  purchase  negotiable  paper. 
Lazear  r.  National  Union  Bank  of  Baltimore  (52  Maryland). 

First  National  Bank  of  Rochester  r.  Pierson  (24  Minnesota,  140). 
Farmers  and  Mechanics'  Bank  v.  Baldwin  (23  Minnesota,  198). 

That  is  the  law  ever  since  the  national  bank  institation  has  been  in 
effect,  unless  changed  by  a  later  decision. 

BUSINESS  CONDITIONS  IN  NORTH  OABOLINA. 

Mr.  Nbwlands.  You  were  speaking  of  conditions  in  North  Carolina 
and  the  public  feeling  regarding  the  money  agitation.  Are  preseut 
conditions  prosperous  in  North  Carolina  as  compared  with  conditions 
prior  to  1893! 

Mr.  Feies.  How  long  prior  to  1893! 

Mr.  Newlands.  Well,  two  or  three  years  prior  to  1893! 

Mr.  Fbies.  I  would  not  like  to  draw  a  comparison  with  that  partic- 
ular time,  Mr.  Newlands,  because  from  1889  to  1893  we  had  a  good 
deal  of  unnatural,  and  what  proved  to  be  ruinous,  real-estate  speculation 
in  North  Carolina,  and  notably  so  across  the  line,  in  southwestern  Yir- 
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ginia.  I  would  not  like  to  draw  any  comparison  between  those  dntes 
without  serious  qualifications.  I  think  I  can  say  business  conditions 
in  North  Carolina  to-day  conjpare  very  favorably  with  the  times  ante- 
cedent to  that  unnatural  expansion  and  land  boom  business. 

Mr.  NBWiiANDS.  They  compare  favorably,  you  think! 

Mr.  Fries.  I  think  they  do. 

Mr.  NEWiiANDB.  I  will  ask  you  this  further  question :  You  find  that 
this  question  of  the  money  agitation  rises  and  falls  with  the  condition 
of  the  country  as  to  prosperi^  or  distress! 

Mr.  Fries.  Yes,  sir. 

Mr.  NEWiiANDS.  You  find  it  abates  as  times  improve  and  intensifies 
as  times  grow  harder! 

Mr.  Fries.  I  think  so. 

Mr.  Newlands.  It  is  an  expression,  then,  of  the  discontent  of  the 
I>eople  in  hard  times! 

Mr.  Fries.  I  think  so. 

Mr.  Newlands.  Without  much  reflection  as  to  the  principles  of 
sound  monetary  science,  is  that  the  idea  upon  the  part  of  the  people  at 
large! 

Mr.  Fries.  Well,  perhaps  it  would  be  presumptuous  tbr  me  to  say 
they  do  not  reflect.  They  do  not  reflect  on  the  same  lines  as  I  do, 
certainly. 

Mr.  NBWX.ANDS.  We  have  recently  had  quite  a  rise  in  the  price  of 
wheat  and  farm  products  in  this  country,  which  has  in  a  measure 
restored  the  buying  capacity  of  the  farmer  throughout  the  country. 
Suppose  the  normal  production  of  farm  products  in  the  countries  that 
constitnte  our  competitors  should  be  restored,  and  these  farm  products 
go  back  to  the  old  price,  or  approximately  the  old  price,  do  you  think 
this  monetary  agitation,  then,  would  be  intensified! 

Mr.  Fries.  Well,  sir,  that  is  assuming  a  state  of  affairs  today  which 
I  am  not  prepared  to  admit,  and  I  would,  therefore,  not  like  to  answer 
it  categorically. 

more  money  or  more  credit. 

Mr.  Newlands.  I  will  not  press  for  an  answer,  then.  Is  the  demand 
of  your  country  down  there  for  more  money  or  for  more  credit! 

Mr.  Fries.  Well,  they  say  more  money. 

Mr.  Newlands.  What  do  you  say! 

Mr.  Fries.  As  to  the  real  need! 

Mr.  Newlands.  Yes,  sir. 

Mr.  Fries.  I  think  the  real  thing  is  probably  not  so  much  more 
money,  but  certain  better  credit  facilities,  and  more  than  that,  facilities 
which  are  given  to  a  people  by  banks,  which  do  not  come  under  either 
head,  exactly.  We  have  money  loaned  by  private  individuals  now, 
and  it  makes  no  difference,  so  far  as  the  volume  of  money  is  concerned, 
whether  it  is  loaned  by  individuals  or  loaned  by  a  bank;  but  it  does 
reqnire  a  banking  establishment  to  give  people  facilities  for  exchanges, 
to  give  them  facilities  for  the  easy  interchange  of  one  kind  of  currency 
for  another,  or  currency  for  exchange,  or  exchange  for  currency,  and 
that  sort  of  thing,  which  I  think  is  the  real  need  of  our  country  now. 

Mr.  Newlands.  Very  well;  there  is  no  difficulty  about  establishing 
banks  there  now,  under  the  law,  is  there! 

Mr.  Fries.  None  whatever. 

Mr.  Nemtlands.  You  think  certain  inducements  ought  to  be  held  out 
for  the  organization  of  banks,  in  order  to  grant  these  £ftoilities.  Is 
that  correct! 
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Mr.  Fries.  Yes,  sir;  and  to  compensate  them  for  the  service  that 
they  do  to  the  public. 

Mr.  Newlands.  And  that  additional  indacement  should  be  permis- 
sion to  issue  against  their  bank  assets  a  certain  amount  of  notes  which 
will  facilitate  exchanges  among  the  people.    Have  I  the  correct  ideaf 

Mr.  Fries.  That  is  part  of  it;  yes,  sir. 

Mr.  IS'EWLANDS.  That  is  one  of  the  inducements.  In  other  words, 
you  wish  currency  facilities  that  will  take  the  place  of  money  in  the 
actual  exchanges  t 

Mr.  Fries.  I  do  not  think  that  is  quite  a  fair  deduction.  I  would  not 
state  it  quite  that  way. 

Mr.  Newlands.  Well,  I  understood  you  to  say  that  it  would  be  diffi- 
cult to  establish  banks  of  deposit  there,  and  to  rely  upon  deposits  alone, 
because  the  people  are  not  in  the  habit  of  depositing  money,  for  one 
thing.  Is  that  the  only  reason,  or  is  it  because  they  have  not  the  money 
to  deposit f    Is  the  latter  partially  true! 

Mr.  Fries.  Both  reasons  enter  into  it. 

Mr.  Newlands.  To  the  extent  that  money  is  lacking  for  deposit,  or 
to  the  extent  that  it  is  withheld  from  deposit  by  people  who  have  not 
confidence  in  banks,  or  prefer  other  methods  of  business,  you  propose 
to  increase  the  exchange  facilities  of  that  country  by  issuing  bank 
currency? 

Mr.  Fries.  Mr.  Newlands,  will  you  allow  me  to  enlarge  a  little  on 
that  line! 

Mr.  Newlands.  Certainly.  You  may  answer  the  question  in  any 
manner  you  wish. 

Mr.  Fries.  It  is  on  that  line  exactly.  As  I  see  it,  it  is  not  so  much 
a  question  of  what  is  technically  called  money  or  currency,  but  cur- 
rency in  its  broadest  acceptation,  which  includes  in  the  currency  of  the 
country,  in  the  media  of  exchange,  the  whole  system  of  drafts  and 
checks,  and  our  correspondence,  and  that  sort  of  thing.  I  apprehend 
that  that  is  what  we  need.  It  is  not  so  much  a  scarcity  of  circulating 
medium  with  us.  We  would  like  to  have  more  of  that;  I  would  like  to 
have  more  in  my  pocket  now;  but  it  is  not  so  much  a  scarcity  of  cir- 
culating money  as  it  is  a  lack  of  facilities  to  elfect  these  general  trade 
exchanges,  which  involve  the  keeping  of  bank  balances  elsewhere,  and 
the  collection  of  drafts,  and  that  sort  of  thing.  I  think  that  is  the 
real  need  of  our  people,  and  it  is  for  that  reason  that  I  have  said  that 
money  loaned  by  private  individuals  does  not  serve  the  needs  of  the 
community  as  it  would  if  it  was  invested  in  a  bank  which  could  give 
these  exchange  facilities.    Do  I  make  myself  clear! 

Mr.  Newlands.  Yes ;  under  existing  law  there  is  no  difficulty  at  all, 
so  far  as  the  law  is  concerned  in  establishing  anywhere  in  the  South  a 
bank  of  deposit  which  shall  receive  deposits,  and  which  will  issue  credits 
based  upon  these  deposits,  keeping  the  lawful  reserve  of  15  to  25  per 
cent. 

Mr.  Fries.  It  is  15  per  cent. 

Mr.  Newlands.  And  thus  giving  to  every  dollar  of  deposits  of  ready 
money,  of  real  money,  in  the  bank,  the  efficiency  of  five  or  six  dollars 
through  this  deposit  and  check  system.  There  is  no  difficulty  in  that 
now,  is  there! 

Mr.  Frees.  I  suppose  not. 

Mr.  Newlands.  So  far  as  the  law  is  concerned! 

Mr.  Fries.  So  far  as  the  law  is  concerned. 

Mr.  Newlands.  But  you  wish  to  induce  the  establishment  of  these 
banks  by  going  a  little  further  and  allowing  the  banks  to  issue  currency 
against  the  bank  assets.    Now,  I  want  to  ask  you  one  thing. 
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THE  BARING  FAILUBB. 

Ton  have  spoken  of  the  distress  that  followed  the  Baring  Brothers' 
failure.    The  Baring  Brothers  were  a  bank,  were  they  notf 

Mr.  Fries.  A  banking  house;  yes,  sir. 

Mr.  Newlands.  That  failure  and  the  general  prostration  which  fol- 
lowed it  throughout  the  world  was  the  result  of  lack  of  good  manage- 
ment of  bank  managers  in  the  extension  of  the  credit  system,  was  it 
not! 

Mr.  Fries.  I  would  not  admit  that.  I  am  not  very  familiar  with  the 
private  affairs  of  Baring  Brothers,  but  my  general  information  is  that 
it  was  not  the  banking  department  of  that  house  that  caused  the  failure, 
bat  the  fact  that  they  and  their  customers  went  into  Venturesome 
schemes. 

Mr.  Newlands.  But  all  those  things  were  promoted  through  that 
bank,  were  they  notf 

Mr.  Fries.  I  presume  that  they  were,  but  I  do  not  consider  that  that 
sort  of  si>eculative  business  was  a  legitimate  part  of  the  banking  busi- 
ness of  Baring  Brothers. 

T7NDUE  extension  OF  OREDIT  BY  BANKS. 

Mr.  Newlands.  Banks,  then,  sometimes  do  what  you  regard  as  ille- 
gitimate business  f 

Mr.  Fries.  I  presume  they  do. 

Mr.  Newlands.  They  sometimes  extend  credit  unduly,  do  they  notf 

Mr.  Fries.  Yes,  sir^  and  so  do  merchants. 

Mr.  Newlands.  In  times  of  prosperity  they  are  likely  to  run  their 
bauk  reserve  pretty  low  in  their  eagerness  to  make  loans,  are  they  notf 
That  is  the  inclination  when  there  is  no  cloud  in  the  sky  f 

Mr.  Fries.  I  think  the  converse  is  true,  that  in  times  of  prosperity 
banks  run  stronger;  that  is,  they  hold  larger  proportionate  reserves 
than  in  times  of  stress. 

Mr.  Newlands.  That  is  your  idea,  is  itt 

Mr.  Fries.  Simply  because  they  have  more  business  to  do  it  with. 

Mr.  Newlands.  Now,  you  heard  the  other  day  the  statement  of  the 
former  Secretary  of  the  Treasury  that  by  the  check  and  deposit  s.\  stem 
$100,000  of  capital  in  a  given  bank  could  be  expanded  into  $1,000,000 
of  dei)osits;  did  you  notf 

Mr.  Fbiss.  Yes;  I  heard  it. 

Mr.  Newlands.  So  that  the  ten  or  fifteen  or  one  hundred  people 
who  held  those  deposits  would  have  the  right  freely  to  check  against 
the  bank  to  the  extent  of  $1,000,000  where  there  was  only  $100,000  in 
bankt 

Mr.  Faibohild.  Not  against  that  bank. 

Mr.  NBWLAin>s.  And  the  reserve  banks,  I  mean.  You  understood 
that,  did  you  not,  Mr.  Fries! 

Mr.  Fries.  Yes,  sir;  I  think  I  did. 

Mr.  Newlands.  Now,  take  a  case  in  ordinarily  good  times,  where 
the  check  and  deposit  system  is  pursued  to  that  extent,  and  $1  is  made 
to  run  so  rapidly  as  to  give  it  an  efficiency  of  $10,  and  assume,  then, 
there  is  some  financial  difficulty  in  England,  such  as  arose  from  the 
Baring  Brothers'  failure,  and  I  ask  you  what  is  the  impulse  of  the 
managers  of  that  bank  as  soon  as  they  hear  of  difficulty  abroad  that  is 
likely  to  i^ect  tiie  finances  of  this  country  and  precipitate,  possibly, 
the  aeUing  of  American  securities  and  the  withdrawing  of  American 
gold. 
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Mr.  Fries.  I  did  not  understand  Mr.  Fairchild  to  say  that  that  was 
the  condition  which,  in  practice,  would  have  existed.  I  would  say  it 
never  would  exist* 

Mr.  Newlands.  I  understood  him  to  say  it  could  be  done. 

Mr.  Fries.  Yes;  but  I  did  not  understand  him  to  say  it  ever  would 
be  done.    (To  Mr.  Fairchild.)  Did  you  say  thatf 

Mr.  Fairchild.  I  say  that  is  a  possibility.  My  point  there  was  that 
the  danger  of  undue  expansion  was  not  through  the  note  system,  such 
as  is  proposed  here. 

Mr.  Fries.  Will  you  allow  me  to  give  an  illustration  on  that  pointl 
I  have  an  acquaintance  in  Eoanoke,  Va.,  who  was  a  furniture  dealer 
and  who  had  a  furniture  store  there,  who  became  deeply  iDterested 
in  the  real  estate  boom  which  swept  over  that  country  some  years  ago, 
and  not  only  struck  Roanoke,  but  Radford,  and  Glasgow,  and  Basic 
City,  and  BlueAeld,  and  many  other  places.  To  my  certain  knowledge 
that  gentleman  did  a  tremendous  business.  I  do  not  know  how  many 
times  he  did  trade  for  the  same  piece  of  property  on  paper,  but  many, 
many  times,  and  he  always  had  a  protit,  and  as  a  matter  of  fact  he 
listed  an  income  of  $100,000  per  year  profit  from  his  real  estate  trans- 
actions. He  failed  with  that  stock  of  furniture  in  his  possession,  jnst 
about  the  same  amount  of  furniture  that  he  started  in  with,  and  all  the 
profits  that  he  had  honestly  sworn  he  had  made  at  the  rate  of  $100,000 
a  year,  proved  to  be  purely  imaginary.  I  take  it  that  what  Mr.  Fair- 
child  proposed  to  show  was  that  it  was  not  a  question  of  bank  circala- 
tion  to  do  that  sort  of  wild,  speculative  business.  That  it  could  be 
done  on  bank  credit  by  individuals,  customers  of  the  bank,  but  that  no 
banks  do  that.    Their  customers  do  it  if  it  is  done. 

Mr.  Newlands.  But  the  banks  give  the  facilities  to  the  customers 
for  doing  it  in  time  of  prosperity — in  boom  times f 

Mr.  Fries.  I  do  not  believe  in  that  particular  time  the  banks  of 
Roanoke  had  anything  t>o  do  with  it,  and  my  friend,  Mr.  H.  S.  Trout, 
president  of  the  First  National  Bank  of  Roanoke,  went  through  that 
thing  safely,  with  his  friends  and  customers  around  him  falling  like 
autumn  leaves.  That  was  under  this  sort  of  a  system,  but  the  First 
National  Bank  was  not  affected. 

The  Chairman.  Look  at  Table  BB,  on  page  441  of  the  Hearings  and 
Arguments  of  the  Committee  on  Banking  and  Currency,  54th  Congress. 
That  table  is  the  most  significant  of  any  that  has  ever  been  prepared. 

Mr.  Newlands.  Understand,  I  do  not  contend  that  every  bank 
extends  its  credits  to  the  extent  indicated  by  Mr.  Fairchild;  but  we 
all  know  that  the  effect  of  a  check  and  deposit  system  is  to  give  the 
possibility  of  this  extension,  and  I  presume  it  should  be  so,  but  I  dare 
say  you  will  agree  with  me  that  in  times  of  prosperity,  with  no  cloud 
in  the  sky.  the  tendency  is  to  give  credit  to  men  who  apparently  have 
assets  back  of  them,  and  to  reduce  the  proportion  of  the  reserves  to  the 
deposits.    Do  you  not  think  that  is  sof 

Mr.  Fries.  That  is  a  thing  that  works  two  ways.  I  think  that 
undoubtedly  a  bank  management  is  more  liberal  in  a  time  of  pros- 
perity, and,  just  as  you  say,  when  the  banks  are  frightened  from 
any  cause  their  tendency  is  to  contract  their  line  of  credit.  But  that 
is  largely  counteracted  by  the  demand  which  is  thrown  upon  the  banks 
at  such  times  to  carry  their  customers  over  times  of  stress,  and  I 
believe  that,  as  far  as  they  can  possibly  do  so,  the  banks  are  disposed 
to  carry  their  customers  over  such  times.  I  believe  the  one  counteracts 
the  other. 
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Mr.  Newlanbb.  Bat  there  is  a  contraction  of  credit.  That  is  what 
hard  times  mean,  is  it  uotf 

Mr.  Fbies.  Sometimes. 

Mr.  Newlands.  Has  it  not  been  the  contention  daring  the  past  two 
or  three  years  that  owing  to  the  insecarity  of  the  times,  and  possibly 
to  the  insecarity  as  to  the  standard,  and  so  forth,  the  country  has  not 
been  permitted  to  enjoy  its  normal  credit  facilities,  and  as  an  adjnst- 
ment  of  this  question  upon  what  you  regard  as  sound-money  principles 
you  would  widen  and  extend  these  credit  facilities  f  Has  not  that  been 
the  contention  of  the  sound-money  men  f 

Mr.  Fbies.  I  think  a  good  many  of  them  have  so  contended. 

OBEDIT  FACILITIES  AFFOBDED  BY  THE  COMMISSION  BILL. 

Mr.  Newlands.  Regarding  the  credit  facilities  afforded  by  this  bill. 
Now,  we  have  the  admission  that  the  check  and  deposit  system  will  con- 
tinue as  heretofore,  and  we  have  added  to  that  the  issue  of  currency, 
which  also  increases  the  credit  facilities  of  the  country.  I  want  to  ask 
you  whether  you  do  not  think  that  in  this  country  the  credit  facilities 
afforded  by  banks  have  reached  a  maximum  as  compared  with  the  credit 
facilities  of  other  countries.  Bear  in  mind  the  statement  of  the  Comp- 
troller of  the  Currency,  that  30  per  cent  of  the  banking  facilities  of  the 
world  are  afforded  by  this  country.  Have  we  not  in  this  country 
increased  the  speed  at  which  a  dollar  runs  in  the  exchanges  to  practi- 
cally the  utmost  limit,  as  compared  with  other  countries!  And  if  you 
say  no,  will  you  point  out  to  us  a  country  which  surpasses  us  in  facili- 
ties for  promoting  the  8x>eed  of  a  dollar  in  exchange! 

Mr.  Fbies.  Well,  that  is  a  pretty  broad  theoretical  question.  I  doubt 
whether  I  am  competent  to  answer  that.  I  would  say  that  as  a  mere 
matter  of  rustic  information,  probably  your  hypothesis  is  true  as  regards 
the  large  money  centers.  1  do  not  believe  it  is  true  as  regards  our 
section. 

Mr.  l^EWLANDS.  Well^  can  you  point  to  any  country  that  has  supe- 
rior facilities  for  increasing  the  speed  of  the  dollar  in  exchanges! 

Mr.  Fbies.  I  can  not  quote  authorities  on  that.  I  can  not  give  you 
exact  figures. 

Mr.  !Newlands.  We  are  always  told  that  we  must  pursue  civilized 
methods  in  modem  exchanges,  and  the  assumption  is  that  some  other 
country  must  be  more  highly  civilized  than  we  are  in  that  direction, 
for  if  some  other  country  is  not,  then  we  have  reached  the  very  pin- 
nacle of  civilization.  The  point  I  want  to  make  is  whether  the  danger 
of  thecountry,  thefrequent  crises  that  we  have,  the  frequent  panics  and 
monetary  stringencies  that  paralyze  business  and  ruin  individuals,  are 
not  the  result  of  an  undue  expansion  of  credit  facilities,  and  whether 
the  true  civilization  does  not  require  that  we  should  limit  the  expan- 
sion of  these  credit  facilities  and  base  our  transactions  more  upon  real 
money,  recognized  as  such  throughout  the  world. 

Mr.  Fbies.  I  do  not  know  how  far  the  committee  would  like  to  go 
into  theoretical  discussion  of  that  sort,  upon  which  I  would  be  able  to 
give  merely  a  passing  opinion.  I  would  not  hesitate  to  go  into  the  dis- 
cussion of  it  as  a  purely  theoretical  question,  to  the  extent  of  my  ability 
to  treat  it,  but  it  seems  to  me,  and  I  myself  feel,  that  whatever  I  might 
say  would  have  no  value,  because  it  is  a  broad  theoretical  question, 
and  has  no  especial  reference  to  the  bill  we  have  before  us  to- day. 

[Thereupon»  at  1  o'clock  p.  m.,  the  committee  took  a  recess  until  2 
o'clock. 
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The  committee  having  reassembled,  Mr.  Fries  continued  his  state- 
ment.] 

Mr.  NEWiiANDS.  I  have  only  a  few  more  questions  to  ask. 

I  understand  you  to  say  that  you  are  unable  to  make  use  of  the 
banks  under  present  laws,  or  to  extend  under  present  laws  in  North 
Carolina  and  in  the  South  generally,  because  it  is  difficult  to  establish 
a  bank  based  on  the  deposit  and  credit  system^  that  you  need  this 
currency  in  order  to  take  the  place  of  that  system.    Is  that  correctf 

Mr.  Fries.  We  need  tbat  advantage,  and  we  also  need  the  advan- 
tage in  the  matter  of  taxation. 

Mr.  Nbwlands.  If  you  had  the  money  down  there,  would  you  need 
the  currency  system  provided  by  this  billf 

Mr.  Fries.  We  would  need  the  machinery  of  the  banks  just  as  muck 
as  we  need  it  now. 

The  Chairman  (to  Mr.  Kewlands).  You  mean  coint 

Mr.  Newlands.  Yes;  I  mean  coin. 

Mr.  Fries.  I  will  say  that  coin,  in  abundance  of  circulation,  would 
not  give  us  the  advantages  of  the  mechanism  of  the  banks. 

Mr.  Newlands.  But  if  you  had  more  coin,  more  actual  money,  down 
there,  you  would  be  able  to  establish  these  banks  that  would  operate 
on  the  check  and  deposit  system,  would  you  notf 

Mr.  Fries.  I  think  it  would  go  into  other  enterprises  instead  of 
that  way. 

Mr.  Newlands.  Is  it  a  fact  that  you  want  this  currency  because 
there  is  a  lack  of  actual  money  down  there! 

Mr.  Fries.  I  stated  early  in  the  investigation  that  I  did  not  believe 
it  was  a  question  of  scarcity  of  circulation,  but  an  absence  of  cheap, 
easy,  and  convenient  banking  facilities. 

Mr.  Bush  asked  me  to  state  in  figures  for  him  and  for  myself  just  how 
this  thing  works  from  our  standpoint.  I  will  give  them  very  briefly. 
In  order  to  make  use  of  the  present  facilities  for  banking  upon  Govern- 
ment bonds  to  the  fullest  extent  allowed  to  a  bank  of  $100,000,  it  would 
be  necessary  to  buy  $100,000  of  United  States  bonds.  To  do  so  today, 
of  the  fours  of  1895,  would  require  about  $129,000.  That  $129,000  at 
the  present  interest  value  of  the  bonds,  which  would  retire  the  premium 
within  the  life  of  the  bonds,  would  make  the  net  interest  income  from 
those  bonds  about  2f  per  cent  Consequently  the  income  to  the  bank 
from  that  source  would  be  $3,548.  The  bank  could  then  receive  $90,000 
of  circulation  upon  its  bonds,  but  would  have  to  leave  with  the  Depart- 
ment  $4,500  of  reserve,  leaving  them  a  net  balance  of  $85,500,  whicii 
they  could  invest  at  home  at  6  per  cent  interest,  giving  them  an  income 
from  that  source  of  $5,130. 

The  Chairman.  That  is  under  what  bill! 

Mr.  Fairohild.  The  present  system. 

Mr.  Fries.  The  total  income,  then,  from  a  purely  simple  banking 
operation  like  that — to  that  bank  from  its  bonds  and  from  its  i>ossible 
loaned  capital — would  be  $8,678.  The  taxes  on  that  bank  being  1  per 
cent  on  its  circulation  and  a  quarter  of  1  per  cent  to  cover  the  redemp- 
tion and  cost  of  bills  and  plates  and  everything  of  that  sort — 1^  per 
cent — makes  $1,125.  The  net  receipts  of  the  bank,  therefore,  would 
be  $7,553.  If  the  stockholders  of  that  bank,  instead  of  using  their 
capita]  in  that  way,  had  invested  the  $129,000  straight  out  on  a  loan 
upon  real  estate,  or  in  any  other  way,  at  6  per  cent,  their  income  would 
be  $7,740,  which  makes  an  actual  loss  to  ttiat  institution  under  the 
present  system,  as  over  and  against  private  loaning,  of  $187.    In  addi- 
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tion  to  that,  they  woald  have  to  be  at  all  the  expense  of  keeping  up  the 
mechanism  of  the  bank. 

Now,  my  point  is  that  in  order  to  make  the  business  profitable  and 
attractive  the  banks  must  be  given  advantages  which  will  pat  them  in 
a  fovorable  position  as  over  against  private  lenders  or  investors  in 
other  enterprises. 

I  hesitate  to  make  any  speculation  as  to  what  amount  of  profit  could 
be  made  upon  our  proposed  system,  because  it  would  be  a  matter  of 
pore  speculation  what  amount  of  authorized  notes  they  would  be  able 
to  Qse  and  keep  out  under  that  system ;  but  whatever  they  had,  whether 
it  was  20  per  cent  or  60  per  cent  or  80  per  cent,  would  he  just  exactly 
that  much  advantage  over  the  present  system,  which  now  puts  them  at 
a  disadvantage  of  $187  on  that  amount  of  capital. 

The  Ohaibman.  I  will  say  that  I  have  here  the  tables  of  your  bank- 
ing system  and  of  Mr.  Gage's  system,  figuring  that  the  bank  would  take 
ont  $100,000  circulation,  and  20  per  cent  of  it  of  circulation  in  the  vaults 
of  the  bank,  which  is  figured  on  the  country  bank,  and  whatever  circu- 
lation they  took  the  profits  would  be  relatively  the  same.  I  have  also 
tables  for  your  system  and  for  Mr.  Oage's  system,  showing  the  results 
after  eleven  years  and  for  the  first  five  years.  1  have  also  figured  it 
OQt  under  the  Walker  bill,  and  we  will  have  the  figures  for  the  Fowler 
bill  to-night.    [See  Table  V,  page  3116.] 

Mr.  Fries.  1  suppose  your  tables  would  show  that  my  statement  of 
the  cost  is  substantially  correct;  that  there  is  absolutely  no  profit  in  a 
6  per  cent  country  on  their  circulation.  I  think  that  is  a  proposition 
which  is  beyond  controversy. 

congestion  of  money  in  great  centers. 

Now,  gentlemen,  the  question  was  raised,  and  answered  by  one  of 
my  colleagues,  as  to  what  was  the  cause  ot  the  congestion  of  money 
in  the  money  centers.  I  do  not  know  that  I  can  give  any  valuable 
information  on  that,  but  I  will  be  glad  to  say  what  I  believe  is  the 
reason.  We  all  admit  that  the  congestion  of  money  in  the  great  centers 
is  a  menace  and  a  disadvantage.  I  believe  that  the  prime  cause  of 
it  is  that  there  is  no  facility  for  our  banks  to  expand  and  contract 
under  the  present  system.  In  order  to  live  at  all  they  have  got  to 
keep  their  money  at  work  all  the  time.  It  is  not  a  question  of  making 
big  profits;  it  is  a  question  of  existence  with  them.  In  order  to  live 
they  have  to  keep  all  their  available  assets  at  work  all  the  time. 
Their  only  resource  to  tide  over  the  seasonal  demands  for  more  money 
is  through  rediscount  in  the  New  York  market.  The  consequence  is 
that  at  certain  seasons  of  the  year,  notably  when  the  cotton  crop 
is  moved,  the  banks  of  the  South  must  rediscount  in  New  York,  and  it 
puts  a  heavy  strain  upon  the  New  York  banks,  which  is  unnatural, 
because  it  is  not  their  own  business  that  is  being  done.  They  are 
helping  us  to  do  our  own  proper,  legitimate  business,  because  we  have 
no  other  way  of  getting  those  funds.  It  puts  a  stringency  on  the  New 
York  market  at  a  time  when  currency  is  needed  to  move  the  crops  of 
the  South  and  West,  and  causes  congestion  when  that  money  goes  back 
to  New  York. 

Now,  if  we  had  the  right  of  issue  for  seasonal  use — I  do  not  contem- 
plate and  do  not  desire  that  this  right  of  issue  should  be  used  to  its 
fullest  extent — if  we  had  the  right  of  a  seasonal  issue,  I  would  hope  to 
see  it  used  in  the  most  elastic  way  during  the  four  months  of  the  year 
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that  tbe  cotton  crop  is  being  marketed,  and  this  money  would  be 
returned  and  retired  from  circulation  during  the  balance  of  the  year, 
so  it  will  be  there  again  to  nse  again  in  the  succeeding  year.  There 
would  be  no  surplus,  no  congestion  of  money  anywhere,  because  as  soon 
as  these  instruments  of  credit — the  bills  of  national  banks — ^had  been 
utilized  for  that  purpose  they  would  go  back  to  their  home  in  the  nat- 
ural course  of  business  under  the  provisions  of  our  bill.  They  would 
then  no  longer  be  used  as  cash.  They  are  tools  to  be  laid  away  for  use 
when  the  next  job  comes. 

The  Ohaibman.  Under  your  bill,  would  the  bank  call  them  ciishl 

Mr.  Fbies.  The  bank  would  not  call  them  cash  when  they  came  back 

Mr.  Fowi<£B.  It  would  not  call  its  own  notes  cash. 

Mr.  Fries.  That  is  it.  They  are  simply  used  until  they  come  back 
We  do  not  require  that  they  shall  be  burned  up,  because  that  would  be 
a  useless  expense;  but  we  say  that  they  shall  be  put  away  in  the  tool 
chest.  It  gives  us  tools  with  which  to  do  our  work.  It  gives  us  tools 
which  we  can  use  economically,  because  now  when  we  go  to  New  York 
and  ask  for  rediscounts  the  price  we  have  to  pay  for  them  is  purely  a 
question  of  the  cost  of  money  in  New  York. 

1  will  go  out  of  my  way  a  little  to  say  that  even  that  does  not  lay  the 
burden  on  the  people  of  our  country,  as  has  been  suggested  by  some 
questions^  because  I  have  known  instances  time  and  again  wher& 
purely  for  the  accommodation  of  their  customers,  our  banks  have  paid 
4  per  cent  and  above  that  for  rediscounts  in  New  York  and  have  loaned 
that  money  just  as  they  loaned  their  ownmoney — at  6  per  cent.  Instead 
of  making  a  big  profit  out  of  it,  they  have  had  barely  enough  to  ps^ 
them  for  the  work  they  did  and  the  risk  they  incurred. 

Mr.  FowLEB.  Suppose  a  man  brought  in  his  bank  book  and  handed 
in  a  thousand  dollars  of  the  bank's  own  notes — what  would  they  do 
with  themf 

Mr.  Fbies.  That  is  a  question  of  bookkeeping. 

The  Ohaibman.  Your  law  reaches  it. 

Mr.  Fbies.  Yes,  sir;  but  the  peculiar  method  would  be  one  of  book- 
keeping, simply.  My  information  is  received  from  Comptroller  Eckels. 
I  am  not  giving  legal  opinions — I  am  shy  of  them,  not  being  a  lawyer— 
but  the  present  law,  if  strictly  construed,  would  not  allow  a  bank  to 
carry  its  own  notes  as  cash,  but  in  practice  it  is  so  small  a  matter  tbat 
they  do  count  their  own  bills,  like  any  other,  as  current  cash.  The  only 
thing  necessary  in  this  would  be  to  keep  an  account  on  their  books 
showing  the  amount  of  circulation  received  from  the  Comptroller's  office. 

Mr.  SPALDiNa.  They  do  keep  such  an  account  now! 

Mr.  Fbies.  Yes,  sir;  but  it  is  charged  up  and  never  credited,  because 
we  charge  circulation  account  with  the  bills  we  get. 

Mr.  Spalding.  Not  until  they  are  signed  and  issued,  do  youf 

Mr.  Fbies.  No;  but  when  signed  and  issued  it  goes  into  the  ac- 
count. 

The  practical  method  would  simply  be,  at  the  close  of  business  when 
the  cash  is  counted,  instead  of  charging  up  the  cash  receipts  of  that 
day  in  bulk  to  cash  account,  as  we  do  now,  we  would  make  two  entries, 
and  charge  other  things  to  cash,  and  charge  our  own  bills  to  this 
account  we  have  on  our  book. 

Mr.  Hill.  Just  as  a  merchant  would  charge  bills  receivable  and  bills 
payable! 

Mr.  Fbies.  Yes,  sir;  it  is  a  matter  of  the  simplest  kind  of  book- 
keeping. 
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CURRENT  REDEMPTION. 

Now,  as  to  current  redemption  of  the  bills,  I  can  not  subscribe  to  the 
statement  made  by  my  good  friend  Judge  Taylor  yesterday,  that 
redemption  now  amounts  to  practically  nothing.  We  have  a  great  deal 
of  redemption  to  do,  and  we  have  got  to  do  it.  Our  banks  are  practicing 
today  the  same  kind  of  redemption — the  interchange  of  all  kinds  of 
currency — as  we  in  our  bill  ask  that  the  Treasury  of  the  United  States 
shall  practice  over  against  its  customers.  It  is  a  fact  that  anybody 
to-day  who  is  a  customer  of  our  bank,  or  any  other  respectable  bank, 
can  at  his  own  will,  and  entirely  to  suit  his  own  convenience,  get  sil- 
ver or  gold  or  exchauge  or  bills  at  his  option,  not  at  our  option.  Of 
course  we  might  have  the  legal  right  to  say  we  will  do  this  and  we  will 
do  that,  but  in  practice  we  give  a  man  just  what  he  wants,  and  every- 
thing in  the  way  of  money  he  wants.  All  the  forms  of  money  and 
exchange — which  is  equally  a  medium  of  exchange — are  today  in  per- 
fect free  exchange  and  redemption  at  the  counters  of  every  good  bank 
in  the  country.  There  is  practical  redemption  to-day  by  the  banks,  of 
the  Sotes  of  the  Government  of  the  United  States  and  other  banks  in 
gold  or  silver  or  anything  else. 

I  believe  it  is  a  fact,  fuller,  that  the  redemption  bureau  of  the  Treas- 
ury Department  is  not  a  mere  laundry  for  the  cleansiug  of  dirty  bills. 
1  can  not  irom  memory  give  you  the  exact  figures,  but  in  round  num- 
bers of  the  proportion  of  bills  which  come  into  the  divisioh  of  issue 
and  redemption  now  about  25  per  cent  of  them  only  come  there  for 
laundry  purposes.  The  balance  of  them  go  there  to  make  legal  reserves. 
That  is  the  motive  which  brings  them  there.  They  come  back  through 
the  New  York  banks — the  whole  of  them — because  those  banks  accu- 
mulate bills  which  they  can  not  use  as  legal  reserves  for  their  large 
amount  of  deposits,  and  it  is  necessary  as  a  simple  business  measure 
for  them  to  convert  that  money  into  the  form  of  legal  reserves.  That 
redemption  today  is  absolutely  redemption  in  gold,  although  in  a 
majority  of  cases  not  a  dollar  of  gold  passes. 

The  bills  are  sent  from  New  York  tor  redemption  in  large  blocks,  and 
they  are  remitted  for  in  checks  upon  the  subtreasury  in  New  York, 
which  can  be  legally  utilized  by  those  banks  in  their  reserves.  The 
method  of  redemption  is  that  as  soon  as  those  bills  are  sorted  out,  and 
in  a  week  or  two  weeks,  whatever  the  time  may  be,  a  certain  accumula- 
tion of  bills  has  come  about,  the  Comptroller  will  notify  us  that  we 
must  make  good  a  certain  amount— $500  or  $1,000  or  whatever  it  is. 
We  practically  redeem  those  notes  in  gold.  We  are  obliged  to  redeem 
them  in  gold,  but  we  do  not  send  a  single  coin  to  redeem  them. 

Mr.  Fowler.  You  are  not  obliged  to  do  so  under  the  law. 

Mr.  Fries.  I  said  practically. 

Mr.  Fowler.  No;  practically  you  can  not  be  obliged,  because 
redeeming  them  in  lawfol  money  is  ^^practically.'' 

The  Chairman.  He  means  to  say  that  in  practice  they  are  redeemed 
in  gold. 

Mr.  Fries.  It  is  practically  gold  redemption.  We  could  redeem 
them  in  a  number  of  different  ways.  We  could  go  to  the  expense  of 
sending  either  silver  or  gold  there  by  express,  or  United  States  notes 
or  silver  certificates,  or  we  could  send  the  bills  to  other  banks,  which 
would  have  to  be  redeemed  again,  but  in  practice  we  send  a  check  on 
New  York.  I  make  that  point  now  simply  to  emphasize  the  fact  that 
when  we  are  talking  about  money  and  redemption  we  lose  sight  of  the 
£act  that  the  great  bulk  of  the  business  of  the  country  is  done  by  other 
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media  of  exchaDge,  other  things  which  are  jast  as  effective  in  their 
operations  and  their  uses  as  the  actual  coin  would  be,  and  very  much 
cheaper  and  more  convenient. 

The  Chairman.  You  redeem  in  products! 

Mr.  Fries.  (Referring  to  pamphlet,  and  addressing  Mr.  Fowler.) 
Was  I  not  about  correct  as  to  the  proportion  of  bills  which  come  into 
the  issue  and  redemption  division  for  laundry  purposes! 

Mr.  Fowler.  It  is  about  half  and  half.    You  said  about  one-fonrth. 

Mr.  Fries.  That  says  half  and  half,  but  I  should  explain  that  of 
the  half  which  the  Comptroller,  or  rather  the  chief  of  that  division, 
reports  as  mutilated  bills,  only  half  comes  in  for  that  purpose.  Tbe 
other  half  comes  in  in  the  general  remittances  and  it  is  sorted  out  here. 
It  is  sent  in  to  make  legal  reserves. 

The  Chairman.  They  would  send  in  their  bills  that  were  mutilated 
to  save  the  double  transportation.  So  it  practically  amounts  to  sending 
them  in  because  they  are  mutilated. 

Mr.  Fries.  Yes;  but  of  those  which  are  sent  in  for  redemption  par- 
poses,  the  other  part  is  sorted  here. 

The  Chairman,  It  amounts  to  the  same  thing  in  the  end.       * 

THE  SUFFOLK  SYSTEM. 

Mr.  Fries.  If  I  have  properly  read  the  lesson,  it  is  that  in  New  Eng- 
land, when  the  bank  notes  were  redeemed  only  over  their  own  coun- 
ters  

The  Chairman.  There  has  been  no  such  time  since  1824. 

Mr.  Fries.  Prior  to  1824,  then,  there  was  very  little  redemption. 
Those  people  practically  saw  the  necessity  for  a  central  redemption 
agency,  and  the  result  was  the  Suffolk  system,  which  was  a  practical 
success. 

The  Chairman.  An  absolute  success. 

Mr.  Fries.  I  believe  the  lesson  is  that  in  the  early  days  of  tbe 
national-banking  system,  when  the  banks  were  required  to  redeem 
only  over  their  own  counters  or  with  their  redemption  agents  in  the 
redemption  cities,  redemption  amounted  to  but  very  little,  and  that 
there  was  a  very  notable  and  striking  increase  of  redemption  as  soon 
as  the  present  system  of  redemption  at  the  Treasury  at  Washington 
came  into  effect. 

The  Chairman.  Of  the  $212,000,000  how  many  millions  are  redeemed 
ayearf 

Mr.  Fries.  Now! 

The  Chairman.  Yes. 

Mr.  Frees.  The  redemptions  today  are  different  in  different  sections 
of  the  country. 

The  Chairman.  But  at  the  Treasury! 

Mr.  Fries.  I  take  it,  the  average  of  redemption  is  about  50  per  cent 

The  Chairman.  Fifty  per  cent  a  year! 

Mr.  Fries.  Yes,  sir;  that  is  once  in  two  years.  The  whole  system  of 
bank-note  circulation  today  is  renewed  once  in  two  years,  or  approxi- 
mately so.  New  England  and  New  York  City  overredeem;  that  i^ 
they  redeem  more  than  one  time  a  year. 

The  Chairman.  How  often  did  the  Suffolk  system  redeem  t 

Mr.  Fries.  About  eight  times  a  year. 

The  Chairman.  About  five  times  a  year,  as  I  figure  it. 

Mr.  Fries.  Well,  we  will  say  five  times.  I  thought  it  was  eight 
times.    I  am  speaking  from  memory.    But  the  banks  in  my  coontiy 
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redeem  aboat  once  in  foor  years  now.  I  take  it  that  that  question  of 
rapidity  of  redemption  is  a  question  of  the  kind  of  business  which  is 
being  done  in  the  locality  where  those  banks  are  situated. 

In  New  England,  where  it  is  largely  a  manufacturing  community,  and 
the  money  is  paid  out  on  weekly  and  monthly  pay  rolls  to  the  people, 
and  is  expended  by  them  for  the  living  expenses  they  have  to  incur  the 
next  week,  or  the  next  mouth,  as  the  case  may  be,  the  circulation  of 
that  money  is  rapid;  and  that  is  one  reason  why  New  England  today 
overredeems  under  the  present  system.  In  my  country,  where  the  cir- 
cumstances are  very  much  like  those  in  Canada,  it  takes  about  four 
mouths  to  market  the  cotton  crop.  The  money  goes  out  into  the  hands 
of  the  people  during  those  four  months,  and  it  comes  in  gradually  dur- 
ing the  remainder  of  the  year  for  the  living  expenses  of  the  people. 
The  consequence  is  that  with  us  the  circulation  is  nearer  once  a  year, 
when  it  would  be  once  a  month  in  a  purely  manufacturing  community. 

REDEMPTION  AaENGIBS. 

Now,  I  heartily  signed  the  recommendation,  with  my  colleagues  on 
the  commission,  to  give  the  Secretary  authority  to  appoint  redemptiou 
agencies  wherever  the  convenience,  or  supposed  convenience,  of  the 
people  demanded  it;  that  is^  in  subtreasuries,  of  course.  Personally,  I 
see  DO  necessity 

The  Ghaibman.  How  many  subtreasuries  are  there  in  the  country! 

Mr.  Fbies.  Nine,  I  think. 

The  Ghaibman.  At  what  points! 

Mr.  Fbies.  I  don't  beUeve  I  would  undertake  to  say. 

The  Ghaibman.  Does  it  not  leave  a  part  of  the  country  practically 
without  means  of  redemption— or  at  least,  not  as  conveniently  situated 
as  it  ought  to  bef 

Mr.  Fbies.  I  believe  that  New  Orleans,  or  St.  Paul,  or  Portland,  Me., 
is  just  about  as  near  to  Washington  to-day  as  the  country  banks  in  New 
England  were  to  Boston  under  the  Suftblk  system. 

The  Ghaibman.  That  is  very  true.  But  if  they  can  be  any  nearer 
they  have  a  right  to  be. 

Mr.  Fbies.  They  may  have  a  right  to  be;  and,  in  deference  to  the 
opinion  of  my  colleagues  on  the  commission,  I  did  not  hesitate  to  sign 
a  recommendation  giving  that  authority  to  the  Secretary  of  the  Treas- 
ury, but  I  am  perfectly  honest  in  saying  that  I  do  not  believe  there  is  a 
bit  of  use  for  it,  but  that  that  work  can  be  satisfactorily  and  effectively 
done  right  here  in  Washington,  and  with  less  expense  than  would  be 
involved  in  a  multiplication  of  redemption  agencies,  because  the  great 
trouble,  the  great  expense,  is  in  the  clerical  force  required  to  sort  out 
those  bills;  and  the  point  is  that  redemption  in  insignificant  amounts 
requires  just  as  much  letter  writing  and  just  as  much  transmission  of 
packages  and  checks,  and  just  as  much  bookkeeping  as  in  large 
amounts,  and  with  a  central  redemption  agency  there  would  be  such  an 
accumulation  of  bills  from  all  over  the  country  that  those  redemptions 
would  be  made  in  amounts  that  are  worth  while  to  handle. 

My  information  is  that  to-day  the  larger  near-by  cities  receive  notice 
from  the  chief  of  that  division  once  a  week  or  oftener,  because  those 
bills  come  in  in  sufQcieut  quantities  to  make  it  worth  while.  But  it 
takes  about  two  weeks  to  accumulate  bills  on  banks  in  North  Garolina 
or  Kentucky  or  Missouri  to  make  it  worth  while  to  call  upon  them  to 
make  good  that  amount.  It  is  purely  and  simply  a  question  of  a  little 
more  clerical  force  to  sort  the  bills  for  the  whole  country  right  at  Wash- 
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iiigton,  and  right  at  Wasbington  is  wliere  that  redemption  ought  to  be, 
because  those  things  ougbt  to  be  absolutely  and  closely  under  the  con- 
trol of  the  Comptroller  and  where  the  Bureau  of  Engraving  and  Print- 
ing is  located.  It  simplifies  the  system,  and  I  believe  it  works  no 
hardship  to  the  people. 

Further,  as  regards  the  question  of  redemption.  Undoubtedly  it  is 
very  important  that  there  should  be  a  rapid  and  efficient  redemption 
of  bank  bills,  because  it  is  only  by  means  of  that,  that  we  really 
retire  any  superabundant  currency.  I  am  not  expressing  any  opinion 
as  to  the  sufficiency  or  deficiency  of  currency  now;  but  if  we  allow  an 
elastic  limit  there  will  be  seasons  of  too  much  currency  and  seasons  of 
too  little  currency,  and  the  only  way  to  regulate  that  is  by  rapid,  fre- 
quent, and  efficient  redemption  of  those  bills.  But  the  motive,  and  the 
only  effective  motive,  now  for  redemption  is  not  the  fear  of  the  sol vency 
of  the  issuing  banks,  because  whenever  redemption  comes  because  of 
that  reason  things  are  dangerous,  and  the  very  fact  that  people  present 
bills  for  redem))tion  because  of  their  fear  as  to  their  solvency  is  a  men- 
ace to  the  country;  but  the  effective  motive,  and  the  true  motive,  as  I 
see  it,  is  simply  in  the  provision  that  we  make  that  those  bills  shall  not 
be  a  legal  reserve.  It  is  the  motive  now.  It  is  the  best  motive  that 
we  can  put  upon  the  banks,  to  call  upon  their  comrades  to  redeem  their 
bills;  and  I  think  that  that  is  one  of  the  most  important  reasons  why 
this  legal  reserve  should  be  required.  Apart  from  the  question  of 
Bfrfety,  and  all  that,  it  will  be  exceedingly  valuable  just  in  that  partic- 
ular, in  that  it  enforces  the  retirement  of  bills  before  the  danger  pomt 
is  reached. 

MUTUAIi  INSUBANOE  OF  BANKS. 

Then  there  is  another  thing.  We  have  never  yet  had  in  a  national 
system  anything  like  mutual  supervision  of  banks.  We  do  not  dei)08it 
with  a  bank  that  we  think  is  doing  business  on  an  unsafe  system,  bat 
we  take  their  bills  without  discrimination  because  they  are  all  equally 
good.  But  my  observation  has  been  that  there  is  a  concensus  of  opin- 
ion among  banks  as  to  the  safety  of  the  methods  of  management  long 
before  the  Comptroller  finds  it  necessary  to  close  the  doors  of  that 
bank.  And  if  we  can  bind  the  banks  together  under  this  mutual  insur- 
ance system  it  then  becomes  every  one's  interest  to  begin  to  put  the 
brakes  upon  the  banks  which  they  know  ought  to  have  brakes  applied. 
And  I  venture  to  say,  further,  that  one-half  the  bank  failures  we  have 
had  would  have  been  avoided  if  other  banks  had  commenced  to  use  a 
little  pressure  on  the  bad  fellow  before  he  got  into  too  deep  a  hole. 

The  only  really  novel  feature  that  we  have  introduced  into  this  bill 
is  this  mutual  insurance  principle.  We  have  done  this  in  order  to 
secure  equal  safety  at  a  minimum  of  cost.  The  mutual  guaranty  fund 
of  5  per  cent,  contributed  by  a  hundred  banks,  amounts  to  the  same  as 
requiring  the  five  weakest  banks  to  hold  100  per  cent  against  their 
liabilities.  The  question  of  guarantee  is  purely  the  question  of  the 
solvency  of  the  weakest  link  in  the  chain.  The  most  solvent  banks 
do  not  need  any  guarantee.  They  are  safe  anyhow.  It  is  only  the 
weak  banks  that  need  it.  But  you  have  got  to  put  the  same  restric- 
tions on  all,  and  if  in  a  given  period  of  time  the  same  banks  would 
pay  5  per  cent  of  their  capitalization  to  absolutely  guard  that  mor- 
tality of  5  per  cent,  it  would  be  necessary  to  require  the  banks  to 
hold  a  reserve  of  100  per  cent  to  make  the  system  as  safe  as  we 
make  it  by  a  common  fund  of  only  5  per  cent    It  goes  without  say- 
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ing  that  a  coiu  reserve  reqairement  of  100  per  cent  is  absolutely  prohibi- 
tory. A  reserve  of  5  per  cent  is  so  light  a  burden  that  all  banks  which 
want  to  use  notes  at  all  can  very  well  afford  to  contribute  that  amount 
to  the  fund,  which  they  do  not  lose,  because  it  is  a  fund  simply  put  up 
and  on  it  they  expect  a  good  return  premium,  just  as  they  do  from  a 
mutual  insurance  company. 

Mr.  Mitchell.  How  does  a  very  sound  bank  get  any  return  premium 
from  that! 

Mr.  Fries.  Under  the  bill  as  it  was  written,  as  soon  as  any  bank 
proposes  to  retire  its  circulation  it  deposits  coin,  lawful  money,  with 
tbe  Treasury  of  the  United  States  and  receives  the  unimpaired  portion 
of  that  guaranty  fund. 

I  hope  my  colleagues  will  excuse  me  if  I  say  right  here  that  I  differ 
slightly  from  them  on  that  point  again,  as  their  preference  is  different 
from  mine  in  that  respect,  and  I  admit  that  it  is,  perhaps,  safer.  The 
commission  says  that  fund  shall  be  invested  in  interest- bearing  bonds, 
at  tbe  discretion  of  the  Secretary  of  the  Treasury,  and  the  interest 
applied  to  successive  accretions  of  the  fund,  and  not  be  applied  to  cur- 
rent losses.  It  says  further  that  any  taxes  received  from  excess  circula- 
tion, in  excess  of  GO  per  cent,  shall  be  applied  to  accretions  of  this 
frmd  and  not  applied  to  private  losses.  My  private  opinion  is  that  the 
interest  from  the  investment  of  that  5  per  cent  and  the  taxes  in  excess 
of  60  per  cent,  in  any  normal  times,  would  pay  the  entire  losses  under 
the  system,  which,  as  one  of  the  gentlemen  has  said,  would  not  exceed 
an  eighth  of  1  per  cent. 

I  l^lieve  if  that  were  done  those  two  sources  of  income  would  be 
ample  to  meet  all  current  losses  which  were  incurred  by  a  failure  of  the 
assets  to  pay  the  notes. 

Mr.  Johnson.  Without  drawing  on  the  5  per  cent! 

Mr.  Fbiss.  Without  drawing  on  the  5  per  cent  for  a  penny;  without 
any  assessment  to  make  good  the  5  per  cent,  and  in  that  event  the  burden 
upon  the  banks  would  simply  be  a  loss  of  interest  of  5  per  cent  on  their 
outstanding  notes,  which  is  certainly  a  very  light  burden. 

Mr.  FowLEB.  Do  you  allow  them  any  interest  on  thatf  The  Oovern- 
ment  invests  it  in  bonds,  and  then  it  is  turned  over  to  the  fund. 

Mr.  Fries.  Yes,  they  get  interest  on  it. 

Mr.  Johnson.  If  a  bank  should  draw  out,  its  proportion  is  paiil  f 

Mr.  Fries.  The  return  premium,  as  insurance  men  would  say,  is  paid 
back  to  them,  and  they  have  done  nothing  but  put  that  much  at  risk  for 
insurance  in  the  common  fund. 

The  Chairman.  A  loss  of  interest  on  itf 

Mr.  Frirs.  Yes,  sir. 

Mr.  Fowler.  Only  that  long. 

Mr.  Frirs.  Yes,  sir;  theyareoo-insurersonly  while  their  policy  runs, 
and  no  longer.    It  seems  to  me  that  is  manifestly  just. 

Mr.  Johnson.  This  system  is  the  one  that  is  in  vogue  in  Canada,  is 
it  not — ^a  saiety-fund  system! 

Mr.  Frirs.  They  have  a  safety-fund  system  there,  but  it  is  not  this 
nuituallDsaranoe  idea  that  we  have  developed. 

BANE  SYSTEM  OF  GERMANY. 

Now,  as  regards  the  question  of  taxation  upon  the  issue  above  60  per 
cent,  I  will  answer  a  question  which  was  put  to  someoue  else,  I  think  by 
Mr.  J^ewlaads,  on  yesterday,  as  to  what  we  thought  the  best  system. 
The  idea  of  taxation  upon  an  excess  limit  comes,  to  my  mind  at  least, 
direct  from  the  present  German  system,  and  I  do  not  hesitate  to  say 

-22 
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that  in  "my  opinion  the  most  rational  and  best  system  of  banking  today, 
from  a  national  bank  standpoint,  is  the  German  system,  except  in  cer- 
tain matters  of  detail. 

The  Chairman.  In  what  respect? 

Mr.  Fries.  In  the  fact  that  it  is  largely  based  upon  commercial  assets. 
It  is  partly  nsed  as  a  market  for  Government  securities. 

The  Chairman.  But  only  above  the  normal  rate 

Mr.  Fries.  Only  partially.  It  brings  in,  just  as  we  propose  to  do 
temporarily,  a  substratum  of  Government  security. 

The  Chairman.  Superadded  at  the  top  rather  than  at  the  bottom! 

Mr.  Fries.  That  is  as  you  count  it.  At  any  rate,  they  have  a  certain 
amount  of  Government  securities.  But  I  take  it  that  the  one  original 
motive  in  this  country  or  in  any  other  country  for  basing  a  bank  cur- 
rency upon  Government  bonds  is  andean  logically  be  none  but  to  make 
a  market  for  Government  bonds. 

The  Chairman.  That  is  it.    It  is  a  forced  loan? 

Mr.  Fries.  It  is  not  exactly  a  forced  loan,  but  is  an  effort  of  the 
legislature  to  make  a  market  for  the  national  securities  in  that  way. 

The  Chairman.  The  banks  are  absolutely  necessary.  You  can  not 
do  business  without  them.  They  are  absolutely  compelled  to  bny  tbe 
bonds,  and  if  that  is  not  a  forced  loan,  then,  what  is  the  meaning  of  a 
forced  loan  ? 

Mr.  Spalding.  Does  that  enhance  the  value  of  the  bond? 

Mr.  Fries.  I  should  say  so. 

Mr.  Spalding.  The  more  use  would  raise  its  value,  then,  would  it! 

Mr.  Fries.  Of  bonds! 

Mr.  Spalding.  Of  anything? 

Mr.  Fries.  Why,  yes;  and  the  customers  you  have  got. 

Mr.  Hill.  If  the  amount  is  limited,  you  mean  ? 

Mr.  Fowler.  Silver  is  unlimited. 

Mr.  Spalding.  I  was  not  asking  a  silver  question;  I  was  asking 
about  the  bond. 

Mr.  Fries.  They  do  allow  issues  upon  pure  commercial  assets. 

The  Chairman.  To  what  amount! 

Mr.  Fries.  I  would  rather  not  say  from  memory.  Then  after  a  bank 
has  issued  up  to  a  certain  legal  limit,  the  Government  imposes  a  tax  of 
5  per  cent  per  annum  upon  the  excess  issuer,  payable  monthly,  and  it 
is  a  historical  fact  that  in  practice,  whenever  there  was  a  commercial 
demand  for  issues  in  Germany  from  the  Keichsbank  any  time  within  the 
last  twenty-three  years  while  it  has  been  in  existence,  they  have  not 
hesitated  to  issue  that  emergency  circulation,  to  give  it  that  name,  and 
to  ])ay  the  Government  a  tax  on  it  at  the  rate  of  5  per  cent  per  annum. 

The  Chairman.  What  tax  do  you  propose  to  put  on  ? 

Mr.  Fries.  Two  per  cent  from  60  to  80,  and  6  i)er  cent  from  80  up. 

Mr.  McCleary.  How  has  that  worked  in  practice  t 

Mr.  Fries.  As  I  read  it,  the  fact  is  that  tbose  excess  issues  by  the 
Eeichsbank  has  in  no  instance  stood  out  so  as  to  be  taxed  except  once. 
They  are  issued  to  meet  a  temporary  demand  of  their  customers  and  tbey 
are  retired  within  the  current  month.  So,  if  I  am  correct  in  my  recol- 
lection, the  bank  has  in  no  instance  paid  that  tax  except  for  one  month. 
And,  rarthermore,  it  has  not  raised  the  current  rate  of  interest  in  tbe 
German  Empire  even  a  small  fraction. 

Mr.  Mitchell.  How  long  does  it  take,  when  a  demand  is  made  for 
this  extra  circulation,  to  get  it  out?  I  am  referring  to  the  German  sys 
tem.    How  many  hours  does  it  take  for  the  circulation  to  get  outt 
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Mr.  Fries.  I  am  not  informed  on  that,  bat  my  understanding  is  that 
it  is  prompt. 
Mr.  Mitchell.  It  is  immediate? 
Mr.  Fries.  I  think  they  have  the  right  to  issue  it  immediately. 

EMERaENCY   CIRCULATION. 

Mr.  Mitchell.  Under  the  bill  your  commission  has  introduced  here 
can  this  extra  circulation  be  also  brought  out  immediately? 

Mr.  Fries.  That  was  our  intention.  We  do  not  say  that  the  notes 
shall  be  printed  in  advance,  but  the  idea  certainly  was  that  there  would 
be  no  delay  and  no  restraint  in  time  upon  the  issue. 

Mr.  MitghbI/L.  So  in  case  of  a  panic  this  extra  circulation  could  be 
brought  out  any  time  to  avert  the  panic.    Is  that  the  theory  of  the  bill  f 

Mr.  Fries.  I  can  not  say  that  was  the  intent  of  the  commission. 
It  was  not  our  intention  to  provide  for  panics,  but  to  provide  against 
panics. 

Mr.  Johnson.  The  wisest  way  to  do  that  is  to  provide  for  panics. 
It  comes  back  to  the  original  proposition. 

Mr.  Fries.  It  amounts  to  the  same  thing,  but  it  was  not  the  idea 
that  there  must  be  technically  a  panic  before  banks  should  issue  the 
circulation,  but,  on  the  contrary,  they  should  issue  it  just  as  soon  as 
the  business  conditions  call  for  it;  and  there  is  no  better  way  to  avoid 
a  panic  than  to  meet  the  conditions  before  they  reach  that  acute  stage. 

Mr.  Mitchell.  You  know  in  New  York  City,  in  the  panic  of  1893, 
over  $40,000,000  of  clearing-house  certificates  were  issued  almost  as 
they  were  needed,  practically  immediately! 

Mr.  Fries.  Yes,  sir. 

Mr.  Mitchell.  What  I  was  asking  was  whether  in  the  operation  of 
your  bill  it  would  enable  your  banks  to  issue  this  extra  circulation  with 
such  rapidity  as  those  clearing-house  certificates  were  issued  f 

Mr.  Fries.  Yes,  sir.  We  not  only  had  that  in  mind,  but  to  furnish 
something  which  would  not  simply  pass  current  in  the  clearing  house, 
but  something  wiiich  would  serve  the  same  purpose  as  between  banks, 
and  at  the  same  time  give  the  customers  of  the  banks  the  same  facili- 
ties that  the  clearing-house  certificates  give  to  the  banks  themselves. 

Mr,  Mitchell.  And  as  promptly? 

security  for  deposits. 

Mr.  Fbies.  Now,  while  we  adopted,  as  I  think  wisely,  this  principle 
of  mataal  insurance  of  notes,  we  discussed  at  considerable  length  the 
question  of  mutual  insurance  of  deposits  as  well,  and  while  I  do  not 
DOW  intend  to  speak  for  any  of  my  colleagues  as  to  why  the  commis- 
sion took  action  upon  that  question,  I  want  to  say  that  in  my  private 
opinion  the  same  principle  is  not  applicable  to  deposits  as  it  is  to 
currency,  for,  except  as  a  matter  of  report  at  stated  times,  there  is  no 
central  set  of  books  which  will  fix  the  amount  which  should  be  con- 
tributed to  a  mutual  guarantee  fund,  and,  above  all  that,  if  we  would 
substitute  a  mutual  guarantee  fund  for  the  security  of  the  deposit  we 
would  destroy  that  motive  for  redemption,  which  I  said  before  I  esteem 
the  one  effective  motive  for  the  redemption  of  bills. 

Mr.  Fowler,  How  is  thatt 

I^Ir.  F&I£S.  If  instead  of  requiring  the  security  for  deposits  to  be  a 
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reserve  Ain<l  we  would  make  it  a  guarantee  fand  in  the  hands  of  a 
trustee,  the  United  States  Oovemment,  there  would  not  be  that  motive 
to  keep  a  reserve  fund  in  lawful  money,  which  ia  the  most  etTective 
agent  to  move  the  banks  to  make  other  banks  redeem  tlieir  notes. 

Mr.  Fowler.  If  they  could  not  keep  the  notes  as  a  part  of  tlieir 
reserve,  and  they  have  to  keep  so  much  reserve,  the  motive  remains  to 
get  rid  of  that  which  is  not  good  for  anything? 

Mr.  Fries.  But  it  is. 

Mr.  Fowler.  If  you  can  not  count  it  as  money,  if  you  can  not  count 
it  as  a  part  of  your  assets,  there  is  no  earthly  use  in  keeping  it  thci*e, 
is  theref 

Mr.  Fries.  Yes,  sir. 

Mr.  Fowler.  What  would  be. the  object? 

Mr.  Fries.  Because  a  bank  does  use — I  am  speaking  not  of  its  own 
notes  now,  but  of  the  notes  of  other  banks — it  uses  them  as  instruments 
of  exchange  in  the  ordinary  transactions  of  business.  No  bank  would 
ever  have,  except  for  a  day  or  two  wben  it  first  opened,  enough  notes 
of  its  own  to  do  its  business. 

It  must  have  coin  and  notes  of  other  banks  for  its  ordinary  till  work, 
and  as  long  as  those  notes  are  good  in  the  redemption  fund,  or  guamn- 
teed  by  a  redemption  fund,  the  principle  of  safety  will  not  induce  any 
bank  to  send  them  in  to  the  central  redemption  agency.  It  is  the 
motive  of  getting  something  that  they  can  use  in  their  own  reserves 
that  will  induce  them — an  efficient  redemption.  Do  I  make  myself 
clear  f 

Mr.  Fowler.  You  spoke,  as  I  understood  you,  about  a  reserve  or 
guarantee  fund  for  deposit. 

Mr.  Fries.  Yes,  sir. 

Mr.  Fowler.  I  do  not  follow  you  through  this  thing. 

Mr.  Fries.  I  said  that  while  it  was  proi)er  to  secure  note  issues  by  a 
mutual-insurance  fund  of  5  per  cent,  the  same  principle  applied  to 
currency  deposits  was  not  so  desirable,  because,  among  other  reasons, 
it  would  do  away  with  this  motive  of  sending  those  bills  iu  to  get 
lawful  money  for  them. 

Mr.  Fowler.  Why  would  it  do  that?  I  can  not  see.  I  can  not  see 
why  it  would  have  any  efiect  on  that.  They  have  got  to  have  the 
deposits  subject  to  check  as  before,  and  they  must  pay  out  lawful 
money  for  the  deposits  when  the  checks  come  in.  I  can  not  see  why, 
it  being  the  fact  that  the  deposits  are  secure,  the  notes  would  not  go  on 
normally  as  before. 

Mr.  Fries.  I  am  not  saying  that  a  conjunction  of  both  systems  of 
rautunl  insurance  and  required  reserve  would  not  work,  but  the  sub- 
stitution of  the  mutual-insurance  principle  as  over  against  deposits, 
and  the  doing  away  with  the  required  reserve  would  not  work  well  in 
that  respect.  If  I  catch  your  meaning  you  still  propose  to  require  a 
reserve  in  lawful  money  f 

Mr.  Fowler.  At  the  banks  themselves;  yes,  absolutely. 

Mr.  Fries.  While  I  do  not  say  that  both  would  not  work,  I  was  merely 
making  the  x)oint  that  it  would  not  do,  apart  from  the  question  of  safety, 
to  substitute  a  mutual-insurance  fund  for  a  required  legal  reserve. 

Mr.  Fowler.  Oh,  that  is  absolute.  On  that  point  you  are  on  the 
question  of  insurance. 

Is  it  not  your  observation  that  whenever  the  tremor  creeps  over  this 
country  the  money  that  is  really  taken  from  these  banks  is  taken  out 
through  fear  and  locked  up  in  safety  deposit  boxes  or  taken  to  the 
peoples  homes  and  hid  away,  and  is  not  that  to-day  the  greatest  draft 
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that  is  made  on  our  currency  whenever  a  crisis  or  an  approadi  to  a  panic 
arises? 

Mr.  Fries.  I  hesitate,  gentlemen,  to  answer  that  question,  because 
it  brings  in  quite  other  considerations;  but  my  observation  is  this — I 
am  perfectly  free  to  say  what  I  think  about  it,  whether  it  is  right  or 
not — my  observation  is  that  the  underlying  cause  of  the  scarcity  of 
currency  in  time  of  panic  is  the  result  of  the  call  loan  system  of  the  city. 
Men  who  had  obligations  outstanding  of  such  a  character  as  they  have 
in  the  big  cities  felt  obliged  to  fortify  themselves  by  getting  hold  of 
enough  money  to  meet  their  call  loan  obligation.  As  a  country  banker 
I  saw  nothing  of  that  sort  of  thing  in  any  of  my  experience. 

INTEREST  ON  DEPOSITS. 

The  Chairman.  There  was  a  bill  drawn  once  to  the  effect  that  when 
the  banks  paid  interest  on  dex>osits,  they,  the  banks,  should  have  thirty 
days' notice  before  those  deposits  were  drawn  out.  Do  you  not  think 
that  would  help  the  thing  out  a  little? 

Mr.  Fries.  No  ;  I  do  not  believe  in  that  sort  of  thing.  I  believe  in 
corporations  and  individuals  meeting  their  engagements. 

The  Chairman.  But  if  they  pay  3  per  cent  interest,  the  man  who 
takes  it  ought  to  be  punished  for  it. 

Mr.  Fries.  I  think  perhaps  that  is  so,  but  still  they  have  to  pay 
interest  on  deposits  as  they  have  to  pay  a  good  many  other  things 
sometimes;  but  good  bankers  take  as  little  money  on  interest  as  they 
can  and  still  keep  in  good  odor  with  their  customers.  1  do  not  believe 
that  good  bank  officers  seek  money  on  which  they  have  to  pay  out 
interest. 

The  Chairman.  Do  you  not  think  they  ought  to  be  forbidden  to  pay 
any  interest  at  all  on  deposits? 

Mr.  Fries.  Ko,  sir;  I  think  it  would  be  a  good  thing  if  they  did  not 
do  it,  but  I  do  not  think  they  ought  to  be  forbidden  to  do  it,  because 
the  system  of  savings  bank  and  trust  companies  is  so  fully  fixed  in  the 
country  that  we  can  not  get  around  that.  I  do  not  believe  that  any 
call  loan  or  any  call  debt  ought  to  bear  interest. 

maintaining  gold  payments 

Mr.  Fowler.  How  would  you  stop  the  gold  from  going  out  of  this 
country  if  you  did  not  have  call  loans  and  raise  the  rate  when  the  gold 
went  outf 

Mr.  Fries.  I  will  tell  you  without  any  hesitation  what  I  have  done. 
When  it  was  necessary  in  my  judgment  to  protect  the  currency  fund  of 
our  institution  I  did  not  hesitate  to  go  to  New  York  and  pay  1^  per  cent 
for  gold,  and  1  did  not  need  it. 

Mr.  Fowler.  But  you  thought  you  needed  it. 

Mr.  Fries.  Because  I  paid  that  premium  and  got  the  gold  I  did  not 
need  it.     That  is  the  reason  I  did  not  need  it. 

The  Chairman.  Then  you  did  need  it. 

Mr.  Fowler.  It,  therefore,  was  established  by  your  own  experience 
or  your  own  precaution  that  if  the  banks  of  this  country  are  going  to 
maintain  gold  payments  for  the  current  redemption  of  their  notes  it  is 
going  to  be  done  at  some  expense  to  the  banks,  is  it  notf 

The  Chairman.  I  say  no. 

Mr.  Fbiks.  I  say  no,  too;  because  if  there  is  any  one  thing  that  I  do 
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believe,  althoagh  I  do  not  know  it,  it  is  the  fact  that  there  is  plenty  of 
gold  in  the  world  to  do  the  business  of  the  world. 

Mr.  Fowler.  If  the  country  banks  of  this  country  are  issuing  to-day 
75  per  cent  of  the  note  issues  of  the  country,  it  is  altogether  likely  that 
the  country  banks  are  going  to  continue  to  be  great  note  issuers,  is  it 
notf 

Mr.  Fries.  Yes,  sir. 

Mr.  Fowler.  Very  well.  Now,  under  this  system,  which  is  a  redemp- 
tion of  all  notes  by  the  United  States  Government,  the  draft  of  gold  is 
going  to  be  met  from  the  country  districts  and  not  from  the  great 
citicH,  and  therefore  the  great  cities  would  be  entirely  free  from  any 
responsibility;  and  the  Government  being  unable  to  add  onemillionUi 
part  of  a  cent  to  call  loans,  because  it  never  loans,  are  you  not  subject' 
ing  the  banks  of  this  country  in  all  the  outlying  districts  to  a  strain 
that  they  can  not  stand,  and  do  you  think  it  is  possible  for  the  bauks 
to  maintain  gold  payments,  which  must  cost  them  something,  while  the 
Government  is  giving  it  away  to  all  the  world f 

Mr.  Fries.  I  believe  that  includes  several  questions  and  involves 
several  answers.  I  will  try  to  answer  it  in  a  general  way,  not 
categorically. 

The  supplying  of  gold  to  meet  the  needs  of  any  bank  or  to  meet  the 
wants  of  the  customers  is  in  no  respect  different  from  what  we  have  to 
do  to  day,  and  which  we  will  do  if  we  are  left  free  to  do  it.  If  the  coarse 
of  excliange  is  in  one  direction  we  have  to  import  currency  at  oar 
expense  to  meet  it;  if  the  course  of  exchange  is  the  other  way,  we  have 
to  export  currency  by  express  to  supply  our  customers  with  exchange. 

The  Chairman.  Do  you  mean  currency  or  coin? 

Mr.  Fries.  I  mean  currency  in  its  broad  ^iense,  as  distinguished  from 
exchange.  We  have  to  supply  exchange  on  New  York  or  cash  New 
York  exchange  for  them.  If  we  are  going  to  give  them  such  service  as 
a  public  institution  must  give  its  customers  we  have  got  to  supply  them 
with  what  they  want,  and  if  we  can  not  get  it  in  the  natural  course  of 
business  without  expense  we  have  to  go  to  the  expense  to  give  it  to  them. 

And  I  venture  to  say  that  as  a  practical  question,  under  a  gold  sys- 
tem, the  amount  to  be  paid  by  tlie  banks  in  order  to  furnish  exchange 
facilities  pure  and  simple  will  be  greater  than  what  will  be  needed  by 
the  coin  requirements,  just  as  tx)-day  the  expense  that  we  are  put  to  to 
provide  exchange  in  and  out,  the  collections  and  remittances  and  all 
that  sort  of  thing,  is  much  greater  than  the  expense  of  expressage  on 
notes  and  coin  for  the  note  and  coin  demand,  because  the  great  balk 
of  business,  95  per  cent  of  it,  is  done  by  exchange. 

We  have  to  do  that  now;  we  have  to  provide  exchange;  we  have  to 
cash  exchange,  and  will  have  to  do  that  under  any  system ;  and  as  long 
as  the  commercial  methods  of  the  country  are  such  that  the  great 
majority  of  the  businesH,  90  per  cent  of  the  business,  is  done  through 
drafts  and  checks,  just  in  that  proportion  the  expense  of  doing  that 
and  providing  the  facilities  for  doing  it  will  be  greater  than  what  will 
come  by  the  demand  for  currency. 

The  currency  demands  are  small  in  the  banking  exchanges  of  the 
whole  country,  and  that  is  an  expense  we  have  to  meet  now,  and  it  will 
have  to  be  met  in  the  same  way  under  any  other  system. 

BANKS  MUST  MEET  THE  WISHES  OF  CUSTOMERS. 

• 

If  banks  live  at  all  they  have  got  to  do  it.  I  come  back  to  the  first 
consideration  in  the  opening  of  my  remarks,  that  where  we  are  obliged 
to  do  service  of  that  sort  for  our  customers,  if  we  are  in  business,  we 
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have  to  meet  their  wishes.  We  have  to  sapply  their  needs.  The  great 
bulk  is  that  kind  of  business  through  the  mails.  That  is  the  service 
tiint  the  banks  render  to  the  country.  That  is  the  good  they  are  to  the 
country,  and  to-day  they  are  practically  doing  it  without  proper  com- 
pensation tor  the  services  they  render.  In  order  to  give  those  services 
to  the  country  freely,  abundantly,  and  conveniently,  banks  must  have 
a  reasonable  and  decent  profit  for  the  services  they  render. 

LOANING  MONEY  ON  GALL. 

Mr.  Mitchell.  I  think  you  made  the  statement  that  you  thought 
the  banks  ought  to  loan  call  money  without  interest.    Is  that  correctt 

Mr.  Fries.  I  would  rather  not  criticise  the  systems  of  the  New  York 
banks.  I  am  one  of  those  people  who  do  not  like  call  loans.  I  think 
they  are  breeders  of  panics.  We  can  not  make  any  call  loans  in  our 
country. 

Mr.  Mitchell.  I  was  not  mistaken,  then,  in  understanding  that  you 
had  expressed  that  sentiment.  As  a  matter  of  fact  you  know,  do  you 
not,  that  almost  all  of  the  business  of  what  are  known  as  Wall  street 
banks  is  on  call  loans  on  stock  collateral,  and  that  they  are  subject  to 
be  called  any  day,  to  be  paid  at  a  quarter  before  3  o'clock  in  the 
afternoon  t 

Mr.  Fries.  Yes,  sir. 

Mr.  Mitchell.  Most  of  those  banks  will  not  loan  on  commercial 
paper.  Therefore,  if  you  deprive  them  of  the  right  to  make  call  loans 
you  drive  them  out  of  business,  as  well  as  all  the  men  who  want  to 
borrow  on  stock  collateral,  or  almost  entirely  so. 

Mr.  Fries.  I  admit  that  fully ;  and  I  admit,  furthermore,  Mr.  Mitchell, 
that  the  question  of  interest  on  deposits,  whether  they  be  deposits  for 
bankers  or  others,  in  large  amount,  is  absolutely  bound  up  with  the 
ability,  the  opportunity,  to  lend  on  call  at  interest.  But  I  look  at  this 
thing  purely  in  the  light  of  my  experience  as  a  country  banker,  and  I 
would  say  that,  in  a  broad  sense,  loans  upon  collaterals  and  call  loans 
are  things  that  we  know  nothing  about  and  which  subserve  none  of  the 
commercial  interests  of  the  agricultural  communities. 

Mr.  Mitchell.  But,  as  the  representative  of  an  agricultural  com- 
munity, you  do  not  want  to  object  to  the  municipal  communities  doing 
business  in  a  manner  which  is  found  to  be  best  for  them  and  best  for 
their  customers.  You  must  know,  also,  as  a  banker,  that  you  could  go 
to  such  a  bank  and  borrow  money  at  1^  per  cent  on  call;  that  if  you 
wanted  to  make  a  call  loan  for  thirty  days,  such  a  loan  could  be  made, 
practically  a  time  loan,  for  3  per  cent.  That  is  in  the  interest  of  the 
persons  who  are  borrowing  the  money;  and  if  you  have  securities,  or 
any  individual  in  the  United  States  has  securities,  and  he  finds  tiie 
rate  of  interest  is  6  per  cent  in  his  community,  he  can  send  those  securi- 
ties on  to  New  York  and  borrow  money  at  1.6  per  cent  on  call,  when  it 
is  at  1.5  per  cent,  which  is  better  than  for  him  to  pay  5  or  6  per  cent  in 
his  own  community.  So  I  want  to  make  that  point.  I  do  not  see  that 
the  practice  of  lending  the  money  at  a  low  rate  on  call  is  anything 
except  in  the  interest  of  the  borrower. 

Mr.  Fries.  Let  me  have  the  record  right  about  that.  I  think  I  said, 
Mr.  Mitchell,  and  if  I  did  not  I  would  be  glad  to  say  it  now,  that  I  do 
not  pretend  for  a  moment  to  criticise  the  metropolitan  methods  of  doing 
business  in  that  paiticnlar.  I  believe  that  they  are  the  outgrowth  of 
conditions  that  exist  there,  and  I  believe  the  question  of  paying  inter- 
ests on  dei)osits  and  making  call  loans  is  a  thing  that  can  not  be,  and 
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onght  not  to  be,  regnlated  by  legislation.  I  Bimply  made  the  proposi- 
tion that  from  the  standpoint  of  a  country  banker  it  is  not  applicable, 
it  does  not  come  into  consideration. 

MAINTAINING  GOLD  PAYMENTS. 

Mr.  FowLEB.  You  did  not  seem  to  see  the  point  I  wanted  to  make, 
and  that  was  this — that  under  the  proposed  system  the  United  States 
Government  is  going  to  be  the  primary  and  current  redeemer,  not  the 
ultimate  redeemer,  in  case  of  failure,  of  all  the  bank  notes  in  the 
United  States.  Now,  some  other  being  the  redeemer,  no  one  can  take 
these  notes  to  the  Government  and  get  the  gold  coins,  and  the  United 
States  Government,  not  being  a  leaner  of  any  ftrnds,  can  not  in  any 
way  control  the  rate  of  interest  on  the  street;  bat  inasmuch  as  the 
notes  will  be  issued  necessarily  by  all  the  country  banks,  75  or  80  per 
cent  of  them,  your  draft  of  gold  is  going  to  be  on  the  conntry,  and  the 
Government,  not  being  able  to  control  the  rate  of  interest,  is  going  to 
be  a  free  market  for  the  entire  world  to  go  to  with  gold — ^not  the  cheap- 
est market,  but  an  absolntely  free  market  for  gold.  If  it  was  thrown 
upon  the  banks  of  New  York  to  maintain  the  gold  standard,  and  a 
draft  was  made  on  those  banks  as  being  the  representatives  of  all  the 
rest  of  the  banks  of  the  United  States,  they  would  raise  the  rate  of 
interest  1,  2,  3,  4,  5,  6,  or  8  per  cent  and  stop  the  outflow  of  gold, 
because  the  merchants  in  London  and  Paris,  and  all  the  great  cities 
of  Europe,  if  they  could  lend  their  money  at  4,  5,  or  7  per  cent  in  New 
York  and  borrow  at  their  own  homes  at  1  i>er  cent,  would  make  money 
by  doing  so.  The  money  would  be  left  in  New  York,  and  none  is 
exported  until  we  are  able  to  export  securities  or  produce. 

That  is  tbe  weakness  of  our  present  system  that  you  are  not  correct- 
ing in  this  bill,  in  my  judgment,  and  yon  continue  to  be  a  free  market 
for  the  entire  world  to  supplement  the  gold  they  now  have  or  for  any 
other  of  the  nations  of  the  world  to  get  what  they  want. 

Mr.  Johnson.  That  is  an  important  point,  Mr.  Fries,  and  I  would 
like  to  hear  it  discussed  from  your  standpoint. 

Mr.  Fries.  Can  you  not  put  that  in  two  or  three  direct  questions? 

Mr.  Fowler.  How  are  you  going  to  protect  the  gold  reserve  of  the 
United  States  against  the  markets  of  the  world? 

Mr.  Fries.  I  do  not  know,  Mr.  Fowler,  whether  I  am  competent  to 
answer  the  question  in  a  few  words.  The  weakness  of  our  present  sitaa- 
tion  comes  from  the  fact  that  tbe  whole  burden  of  furnishing  gold  to 
exporters  falls  upon  us,  and  we  do  not  furnish  gold  to  Euroi>e  for  fun; 
we  furnish  gold  because  our  business  men  want  it,  and  for  no  other 
reason.  Of  course  business  may  be  simply  a  brokerage  business,  but, 
to  rorne  back  to  what  I  said  before,  whenever  the  Government  or  a 
banking  institution  sets  itself  up  to  do  a  certain  line  of  business  it  must 
do  just  what  its  customers  want  and  need  to  have  done. 

Now,  the  weakness  of  the  present  situation  has  been,  in  the  first  place, 
that  we  have  had  this  bugbear  of  $100,000,000  of  gola,  which  was  sup- 
posed to  be  by  construction  of  law  a  reserve,  which  was  to  be  kept 
intact.  I  have  no  sympathy  in  the  world  with  the  ideas  Of  i>eople  who 
have  a  spasm  whenever  the  reserve  is  encroached  upon,  whatever  it 
may  be.  What  is  the  reserve  there  for  but  to  meet  demands?  What 
is  the  use  of  the  $100,000,000  of  gold  that  the  Government  has  been 
supposed  to  keep  on  hand  to  meet  a  gold  demand  with  except  to  supply 
that  demand  ?    I  do  not  see  what  occasion  there  was  for  the  tremendous 
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convnisions  the  country  went  through  when  that  fund  went  down  to 
$50,000,000. 

Mr.  Fowler.  What  about  when  it  went  down  to  $40,000,000! 

Mr.  Fries.  What  if  it  was  all  usedl 

Mr.  FowLEW.  There  were  orders  enough  in,  that  would  have  been 
executed  within  three  days,  to  have  exhausted  it.  Then  what  would 
have  become  of  the  Qovernment,  with  demand  obligations  still  being 
presented! 

Mr.  Fries.  Then  the  Government  would  have  had  nothing  but  what 
is  behind  the  balance  of  its  obligations — its  own  credit. 

Mr.  FoWLBR.  If  these  greenbacks  had  been  presented  the  Govern- 
ment would  have  repudiated  them  then! 

Mr.  Fries.  It  could  not  redeem  them,  but  every  one  that  was  pre- 
sented decreased  the  amount  available  for  presentation,  and  it  is  a  fact 
that  the  raids  on  the  Treasury,  so  to  speak,  had  been  made  possible  by 
reason  of  gold  certificates  in  large  amounts,  demand  obligations  of  the 
Treasury  issued  in  large  amounts,  which  could  be  held  and  used  for 
that  very  purpose. 

Now,  in  answer  to  the  general  question  as  to  what  is  to  take  the  pla<)e 
of  that  piece  of  machinery,  to  supply  the  gold  that  is  demanded,  I  will 
say  that  just  in  proportion  as  the  risk  is  distributed,  Just  as  in  propor- 
tion that  corresponding  amount  of  obligation  is  distributed  throughout 
the  country,  just  in  that  proportion  the  risk  is  diminislied. 

The  Chairman.  But  is  not  that  contrary  to  the  general  theory! 

Mr.  Fries.  It  is  not  contrary  to  what  I  believe  to  be  the  fact. 

The  Chairman.  The  Government  did  the  contrary  thing,  concen- 
trating gold  in  New  York  to  pay  its  greenbacks. 

Mr.  Fries.  The  fact  above  all  others  under  our  bill  which  would 
guard  against  the  supx)osed  dangers,  if  I  understand  Mr.  Fowler's  posi- 
tion correctly, is  tl^at  the  banks  in  New  York,  which  use  comparatively 
a  small  percentage  of  bills  for  business,  whose  business  is  largely  a 
check  and  deposit  business,  will  necessarily  not  have  any  of  these 
bank  bills  in  their  vaults,  except  such  as  are  there  incidentally.  There 
will  be  no  storing  of  theiu  in  there.  The  bank  notes  will  be  distributed 
in  the  sections  of  the  country  where  they  are  used  for  every-day 
exchanges,  and  the  more  there  are  distributed  in  that  way  the  less  dan- 
ger there  is  of  their  being  collected  and  rushed  in  for  redemption.  Is 
not  that  so! 

Mr.  Fowler.  But  I  should  think,  from  the  volume  you  would  have 
•out,  that  a  man  could  collect  a  few.millions  very  easily.  I  should  think 
if  there  was  going  to  be  redemption  at  New  York,  that  every  bank  in 
New  York  would  be  handling  millions  and  millions  of  those  notes  every 
day,  and  if  anybody  wanted  gold,  all  he  would  have  to  do  would  be  to 
give  his  check  and  get  the  notes,  and  then  go  to  the  Government  and 
getrthe  gold.  And  if  there  wns  a  tremendous  balance  against  us  from 
abroad,  and  we  might  not  want  to  spare  $200,000,000  of  gold,  and  the 
protection  we  ought  to  have,  would  you  object  to  throwing  that  directly 
on  the  banks,  so  the  banks  could  raise  the  rate  to  such  a  point  that 
the  gold  would  remain  here!  If  the  Government  is  going  to  supply 
the  gold,  they  would  be  unable  to  raise  the  interest,  so  that  the  gold 
could  remain  here. 

Mr.  Johnson.  You  object  to  gold  redemption  by  the  Government! 

Mr.  Fowler.  Absolutely.    They  can  not  live  together. 

Mr.  Frtbs.  Our  bill  does  not  require  the  Government  to  furnish  the 
gold  for  that  redemption.    We  say  distinctly,  although  I  think  it  is  on 


346  CHANGES  m  THE   CURRENCY  SYSTEM. 

pa])er  largely,  juat  as  the  present  requirement  is,  that  that  redemption 
shall  be  furnished  by  the  banks  in  gold  funds,  and  the  Government  of 
the  United  States  is  simply  an  agent  for  the  receipt  and  collection  of 
that  fund  and  the  payment  of  it  to  those  who  demand  payment  for  the 
notes  in  transfer,  in  process  of  redemption. 

Mr.  Fowler.  Now,  as  a  matter  of  fact,  the  enormous  deposits  in  the 
New  York  banks  would  preclude  them  virtually  from  ever  issuing  notes; 
therefore  the  note  issuers  are  the  great  number  of  banks  through  the 
country,  and  the  New  York  banks  would  be  interested  in  it  in  no  way  in 
trying  to  protect  this  gold,  because  they  are  not  taking  it  from  them, 
and  the  gold  banks  become  the  sufferers.  They  could  not  do  as  you 
do — go  and  try  to  buy  the  gold — for  how  can  a  merchant  buy  his  goiods 
to  sell  when  another  merchant  takes  his  goods  away  from  him  and  gives 
them  away — literally  giv^  them  away  t 

Your  whole  scheme  is  that  those  notes  shall  go  to  New  York.  Hence 
there  will  be  a  stream  of  them  pouring  in  from  all  over  the  country, 
and  a  congesting  process  just  as  there  is  today.  Out  of  this  enormous 
stream  that  is  pouring  in,  if  a  man  wants  gold  he  simply  goes  and  gives 
his  check  to  the  bank  and  gets  bank  notes,  and  then  goes  to  the  Gov- 
ernment and  gets  gold  out  of  the  Treasury.  The  banks  are  away  off  in 
the  country  somewhere.  But  here  is  another  weakness  about  it.  You 
see  the  whole  scheme  is  to  throw  the  redemption  upon  the  Government. 
Hence  that  sends  a  stream  of  notes  from  all  over  the  country  to  New 
York,  and  makes  them  easy  prey  to  anybody  that  wants  to  get  gold, 
because  the  bank  does  not  want  the  notes  if  it  can  get  a  check  on 
anotiier  bank  in  town  for  the  balance.  He  gives  his  check,  say 
$1,000,000.  The  bank  gives  him  $1,000,000  in  notes.  He  t^kes  them 
to  the  Treasury,  and  the  Treasury  gives  him  the  gold  for  them,  and  the 
Treasury  can  not  protect  the  gold  reserve.  What  we  must  have  in 
this  country  is  the  power  to  control  the  outflow  of  gold  until  we  are 
ready  to  let  the  gold  go,  or  let  something  go  in  the  place  of  the  gold. 

Mr.  Fries.  I  would  like  Mr.  Fowler  to  tell  me  how  that  great  maas 
of  bills,  which  we  suppose  are  needed  for  every -day  currency  require- 
ments, would  get  stored  up  in  the  New  York  banks  t 

Mr.  Fowler.  They  are  going  through  there  every  day. 

Mr.  Fries.  If  it  is  a  matter  of  daily  exchange,  it  is  not  dangerous. 

Mr.  Mitchell.  May  I  answer  that  question  f  I  think  you  stated 
that  in  the  panic  of  1893  you  went  up  and  bought  gold  at  one  and  a 
quarter  premium.  You  must  have  paid  for  this  with  your  own  bank 
notes.    Did  you  not  pay  in  that  way  t 

Mr.  Fries.  No,  sir.  My  check  on  New  York  correspondents  paid 
for  that. 

If  there  be  a  daily  stream  it  is  a  stream  which  has  purified  itself  by 
its  current. 

The  Chairman.  That  is  poetry.    That  is  not  finance. 

Mr.  Fowler.  It  is  the  kind  of  purification  that  the  doctors  used  to 
practice  in  the  old  days  when  they  used  to  bleed  persons. 

Mr.  Fries.  If  it  be  a  daily  stream,  then  there  can  be  no  such  accu- 
mulation, because  there  can  be  no  damming  up  of  it  in  New  York. 

The  Chairman.  Mr.  Fowler's  proposition  is  that  it  is  dammed. 

Mr.  Fowler.  Such  an  enormous  quantity  is  redeemed  if  the  Gk)vern- 
ment  is  the  redeemer,  but  if  the  banks  were  the  redeemer — if  you  would 
throw  this  thing  directly  on  the  banks  of  New  York — then  all  the  banks 
of  the  United  States  rest  on  the  banks  in  New  York,  they  being  the 
great  central  banks  of  the  United  States.  But  under  this  system  it 
has  been  established  that  75  per  cent  of  all  the  notes  are  issued  by  the 
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oonntry  banks,  where  there  are  no  deposits.    Nothing  comes  that  is 
going  to  be  aggregated.    It  woald  be  very  much  exhausted. 
Mr.  Frees.  I  do  not  apprehend  any  danger. 

THE  endless  chain. 

Mr.  Xewi^ands.  Does  this  bill  of  yours  do  away  with  the  endless 
chain,  or  does  it  perpetuate  itt 

Mr.  Fries.  It  does  away  with  the  endless  chain,  as  far  as  the  United 
States  Government  is  concerned.  We  may  call  it  an  endless  chain  as 
regards  the  banks  of  the  country,  but  I  apprehend  that  if  I  issue  those 
notes  in  North  Carolina  to  pay  for  the  marketing  of  the  tobacco  crop  in 
my  section,  those  notes,  as  a  practical  matter,  will  largely  come  back 
to  me  in  the  payment  of  obligations  of  customers  to  the  bank.  That 
will  be  the  great  source.  I  do  not  apprehend  that  those  notes  will  be 
used  as  a  gold  machine  if  there  is  any  merit  in  this  plan.  That  seems 
to  be  the  case. 

The  Chairman.  That  is  what  we  are  finding  out — whether  or  not 
tLere  is  any  merit  in  it. 

Mr.  Fries.  If  there  is  any  merit  in  this  plan  to  supply  the  needs  of 
my  section,  for  instance,  it  will  come  just  in  this  way:  That  at  this  sea- 
son of  the  year,  from  the  first  of  October  until  the  first  of  May,  we  will 
say,  when  our  farmers  bring  in  their  tobacco  in  order  to  sell  it,  and  it 
has  to  be  paid  for  in  currency  of  some  sort,  those  bills  will  go  out. 
Ttiose  bills,  whether  they  are  the  identical  ones  or  whether  they  are  the 
bills  of  other  banks,  which  we  can  clear,  not  by  the  necessary  payment 
of  gold  bntby  theclearing-honseoperatiousof  the  redemption  bureau — 
will  come  back  to  us  in  payment  of  notes  dne  onr  bank.  I  think  that 
will  be  the  practical  operation  of  it,  and  if  it  does  not  supply  those  needs 
of  the  country  districts,  then  the  bill  will  not  do  what  it  is  intended 
to  do. 

The  Chairman.  Admitting  that  this  bill  does  not  fhrnish  a  machine 
by  which  the  gold  can  be  dragged  out  of  this  reserve  fund  of  the  Treas- 
ury, and  then  ultimately  out  of  the  banks  themselves  to  meet  foreign 
demands,  is  it  not  a  fact  that  the  Government  itselt'  will  be  subject  to 
the  endless  chain  through  the  presentation  of  silver  for  redemption  in 
gold,  in  order  that  that  gold  may  meet  foreign  demands? 

Mr.  Fries.  May  I  ask  yon  to  wait  one  moment  f  I  want  to  empha- 
size what  I  said  before.  When  it  comes  to  a  redemption  of  bank  notes, 
this  central  redemption  agency  in  practice  is  not  much  more  than  a 
place  where  the  notes  of  one  bank  are  really  exchanged  for  the  notes 
of  another  bank,  if' they  are  redundant. 

The  Chairman.  Would  it  not  be  better  to  keep  that  at  hornet 

Mr.  Fbcbs.  No;  we  want  a  note  that  will  be  good  everywhere.  I 
do  not  believe  that  there  is  any  danger  whatever  in  this  silver  aitua 
tion,  provided  the  amount  can  be  restricted  to  the  present  amount,  and 
that  amount  have  the  field  which  we  have  proposed  to  give  it. 

The  Chairman.  The  silver,  then,  does  furnish  the  medium  for  drag- 
ging gold  out  of  the  Treasury;  but  you  think  silver  will  be  so  distrib- 
uted among  the  people  that  it  can  not  be  collected  in  any  large  amount 
for  the  parpose.    Is  that  itt 

Mr.  Fries.  Tes,  sir;  and  the  converse  would  be  true,  that  the  gold 
would  equally  draw  silver  out  to  meet  the  wants  of  the  people. 

Mr.  Nbvtlands.  Then,  if  there  should  be  any  foreign  demand  for 
gold,  if  there  should  be  an  adverse  balance  of  trade,  or  if  the  value  of 
our  exports  should  not  equal  the  foreign  demand  on  us  for  Interest 
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charges  and  trausx)ortation  in  foreign  shq>8,  and  there  was  a  demnnd 
for  $50,000,000  in  a  year — a  particular  year — ^from  abroatl  to  meet  that 
balance;  or  if,  on  the  other  hand,  some  other  oonntry,  like  Austria,  as  it 
did  in  1893,  should  seek  to  establish  a  gold  fund  and  should  call  upon 
the  bankers  of  Europe  for  the  gold,  and  they  should,  by  a  sale  of  Ameri- 
can securities,  seek  to  get  that  gold  ft'om  this  country  in  order  to  supply 
the  proposed  fund  of  some  foreign  country  endeavoring  to  get  on  the 
gold  standard,  can  yon  point  to  me  any  method  by  which  that  gold  can 
be  obtained  so  readily  as  through  the  depletion  of  the  gold  fund  lu  the 
Treasury  by  the  presentation  of  silver! 

Mr.  Fries.  I  can  not  say  but  what  your  conclusions  are  absolutely 
true  under  the  given  conditions,  but  I  would  not  like  to  say  that  that 
answer  binds  me  as  to  the  conditions. 

Mr.  Newlands.  We  have  been  in  such  condition* 

Mr.  Fries.  It  seems. to  uie,  gentlemen,  that  that  supposititious  condi- 
tion of  things  really  involves  the  question  of  tlie  issue  of  gold  against 
silver. 

Mr.  Newlands.  No;  it  simply  raises 4^he  question  of  whether  the  use 
of  gold  in  the  world  is  increasing,  as  to  whether  there  is  going  to  be  an 
increased  demand  for  it  in  order  to  enable  these  nations  to  go  on  the 
gold  standard,  and  as  to  whether  there  is  any  chance  at  all,  by  the 
restoration  of  normal  crops  of  farm  products  abroad,  going  back  to 
the  old  prices  for  farm  products  and  having  an  adverse  balance  against 
us.  I  simply  call  your  attention  to  conditions  that  have  existed  and 
assume  that  those  conditions  may  exist  again  and  ask  whether  there  is 
any  possibility  of  getting  gold  in  this  country  for  this  foreign  demand 
in  any  easier  way  than  by  the  presentation  of  silver  in  exchange  for 
gold  at  the  Treasury  of  the  United  States  and  thus  bringing  about 
again  the  operation  of  the  endless  chain,  the  silver  being  substituted 
for  the  greenbacks  which  have  been  retired. 

Mr.  Fries.  Well,  Mr.  Newlands,  it  does  at  least  involve  fundamen- 
tally the  question  of  the  sufficiency  and  availability  of  the  gold  supply? 

Mr.  Newlands.  Yes. 

• 

Mr.  Fries.  And  then,  if  you  will  allow  me  to  express  an  opinion  which 
I  would  rather  not  do — but  if  that  be  the  question  really,  the  funda- 
mental question,  as  to  whether  or  not  t^e  supply  of  gold  will  be  suffi- 
cient and  available,  and  it  seems  to  me  that  is  the  bottom  of  it,  then  I 
would  say  that,  in  my  humble  opinion,  the  present  commercial  value  of 
silver  is  conclusive  evidence  that  there  is  plenty  of  gold  in  the  world 
for  the  exchanges  of  the  world. 

The  Chairman.  We  have  visible  gold  $412,000,000;  and  we  had 
visible  gold  $412,000,000  in  1893  when  we  had  the  gold  panic.  The  ques- 
tion is  whether  there  is  sufficient  gold  or  not  in  any  country  or  at  any 
given  point,  or  in  the  world.  Does  not  that  depend  entirely  upon  the 
method  of  using  itt 

Mr.  Fries.  I  am  not  a  political  economist  or  a  teacher  of  finance; 
but  if  there  is  anything  clear  to  my  mind  it  is  this:  In  the  international 
exchanges  of  the  world  gold  is  the  accepted  and  acceptable  commodity 
for  settling  those  exchanges;  that  in  those  exchanges  it  comes  in  as  a 
commodity  pure  and  simple,  and  as  none  of  the  functions  of  money, 
as  we  understand  it,  in  domestic  exchanges.  Oold,  in  the  settlement 
of  international  balances,  passes  purely  by.  weight,  and  the  same 
amount  in  bars  of  any  weight  and  fineness  would  be  just  as  effective  in 
settling  those  trade  balances  as  coin  of  ascertained  weight  and  fineness. 

The  Chaibman.  Does  that  answer  the  question  t 
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Mr»  Fbibs.  NOy  sir.  Ifowy  if  those  premises  are  correct — that  tbe 
money  fanetion  of  gold  iu  interDational  trade  is  simply  one  of  an  accept- 
able and  accepted  commodity  by  which  to  settle  those  exchanges — the 
fact  that  it  is  sufficient,  regardless  of  amount,  as  shown  by  statistics  in 
any  one  country,  is,  to  my  mind,  conclusively  proved  by  the  fact  that 
the  C4>mmercial  value  of  silver  has  declined  most  largely,  and  from  the 
fact  that  it  was  not  used  and  not  needed  for  the  settlement  of  those 
international  balances. 

Mr.  Newlanbs.  How  did  that  answer  my  question  ? 

The  Chairman.  It  is  my  question  now.  You  have  not  come  in  the 
neighborhood  of  answering  it.  I  can  turn  to  apage  of  one  of  my  speeches 
where  I  have  said  almost  exactly  what  you  have  just  said,  but  that  has 
nothing  more  to  do  with  the  question  than  with  the  sun  rising  in  the 
morning  and  setting  at  night. 

Mr.  Newlands.  That  is  poetry,  Mr.  Chairman. 

The  Chairman.  I  assumed  in  my  question  that  we  had  ample  gold 
in  the  country,  and  I  asked  you  whether  the  fact  that  it  was  sufficient 
for  our  purposes  did  not  depend  on  the  methods  of  its  uset  Your 
statement  did  not  come  within  a  hundred  rows  of  apple  trees  of 
answering  the  question. 

Mr.  Fries.  I  do  not  think  that  the  methods  of  its  use  can  be  dis- 
associated with  the  international  use  of  the  metal,  because  if  we  are 
going  into  the  use  of  gold  as  the  world's  metal 

The  Chairman.  1  am  not  going  into  that. 

Mr.  Fries.  Well,  I  would  say  that  while  I  do  not  know  whether  the 
amount  of  gold  now  here  is  sufficient  under  the  proposed  methods,  I 
am  satisfied  that  trade  will  supply  itself,  and  not  at  extravagant  cost, 
with  all  that  is  needed.    Is  that  nearer  to  answering  itf 

The  Chairman.  No,  sir. 

Mr.  Frcbs.  Let  us  try  it  again,  then. 

The  Chairman.  Now,  let  me  illustrate  to  you.  They  had  in  England 
in  the  last  two  or  threeyears  somewhere  from  |l50,00<),000  to  $200,000,000 
that  was  visible  and  available  gold  for  the  commerce  of  England.  The 
gold  that  is  available  for  the  commerce  of  England  is  in  the  Bank  of 
England — the  gold  clearing  house  of  the  world.  They  have  had  only 
from  $100,000,000  to  $150,000,000— $125,000,000  being  the  normal  sum— 
in  the  k^t  Ibrty  years,  until  the  last  three  or  four  years,  and  they  have 
performed  the  functions  of  the  gold  exchanges  of  the  world  with  that 
sum  of  gold.  We  have  had  in  this  country  of  visible  gold  from 
$300,000,000  to  $500,000,000.  We  collected  $325,000,000  during  the 
suspension  of  specie  payments.  I  will  say  we  have  had  some  $300,000,000 
to  $400,000,000  of  visible  gold  during  all  this  period,  and  yet  we  have 
had  this  gold  panic.  Now,  is  it  not  a  fact  that  this  gold  panic  arose 
entirely  ft-om  a  faulty  use  of  that  goldt 

Mr.  Fbibs.  Tes;  and  the  fact  that  that  stock  of  gold  was  not  avail- 
able for  the  redemption  of  Government  obligations,  because  what  gold 
was  here  outside  of  its  own  vaults  the  Government  could  not  get 

The  Chairman.  That  is  it. 

Mr.  Fri£S.  If  that  is  the  point  you  are  getting  at,  I  am  thoroughly 
satisfied  that  if  the  Ooveniment  had  any  means  of  utilizing  the  gold  in 
the  cooniry,  as  the  banks  would  have,  it  would  not  have  been  in  the 
straits  it  was.  The  trouble  was  mostly  in  the  fact  that  the  Government 
had  no  facilities  for  getting  gold. 

The  Chajkhan.  Now,  then,  your  answer  is  that  the  Government  had 
no  faeOitieB  to  reach  that  gold — that  is  to  say,  the  gold  was  not 
brought  into  economic  contact  with  the  paper  money  in  this  country, 
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as  it  is  in  France  and  Germany  and  the  countries  of  Europe;  not 
that  we  did  not  have  gold  enough,  but  in  the  methods  of  the  use  the 
trouble  lay  ? 

Mr.  Fries.  I  do  not  hesitate  to  say  yes,  if  that  is  what  you  mean  by 
methods  of  use. 

The  Ohairman.  Of  course  I  mean  tinkt.  Is  it  not  a  fact  that  the  only 
conceivable  way — a  legitimate  way — of  the  use  at  gold  is  through 
banks;  in  the  banks  assuming  the  current  redemption  of  every  form  of 
pai)er  money  t  Is  not  that  the  proper  and  legitimate  method  of  doingthe 
thing,  and  is  it  not  so  done  in  every  country  in  the  world  except  the 
United  States? 

Mr.  Fries.  That  pays  no  attention  to  the  amount  of  actual  gold  coin 
in  circulation.  If  by  '< system"  you  mean  a  method,  I  would  say  that 
we  ought  to  have,  and  I  would  like  to  see,  a  considerable  amount  of 
gold  outside  of  the  banks  in  actual  circulation  in  the  pockets  of  the 
people. 

THE  world's  stock  OP  GOLD. 

Mr.  Newlands.  The  Mint  Director's  report  for  1895  states  that  Eng- 
land, France,  and  Germany  together  have  about  92,000,000,000  out  of  a 
total  of  $4,000,000,000  in  the  world.  Do  you  think  they  have  enough— 
those  three  countriest 

Mr.  Fries.  I  don't  believe  I  would  like  to  testify  as  to  foreign  lands. 

Mr.  NswLANDS.  I  thought  I  understood  you  to  say  that  you  thought 
there  was  a  sufficiency  of  gold  in  the  world,  and  now  I  want  yon  to 
bring  your  attention  to  the  different  countries.  Those  three  countries 
have  one-half  of  the  entire  gold  stock  of  the  world.  Do  you  think 
they  have  enough  t 

Mr.  Fries.  I  have  no  doubt  about  it. 

Mr.  Newlands.  Russia  has  more  than  $480,000,000  of  gold.  Has  she 
enough  gold? 

Mr.  Fries.  I  do  not  know  a  thing  about  Russia's  condition. 

Mr.  Newlands.  Do  you  not  know  that  Russia  has  been  trying  to 
make  gold  redemptions? 

The  Chairman.  They  are  on  the  gold  standard. 

Mr.  Newlands  (continuing).  And  has  not  yet  succeeded  t  Do  yoa 
not  know  that  Russia  is  increasing  her  stock  of  gold  everyday  for  that 
puri)oset 

Mr.  Fries.  Yes,  sir. 

Mr.  Newlands.  Is  it  not  true  that  Austria  is  endeavoring  to  increase 
her  gold  stock  for  the  purpose  of  making  gold  redemption  of  her  aucov- 
ered  paper  money  t 

Mr.  Fries.  Yes,  sir. 

Mr.  Newlands.  And  that  she  has  not  yet  accomplished  itt 

Mr.  Fries.  Yes,  sir. 

Mr.  Newlands.  And  is  it  not  true  that  Italy,  Spain,  and  Portugal, 
all  of  them  upon  the  gold  standard,  have  large  amounts  of  unoov^^ 
money  which  they  are  unable  to  redeem  in  gold,  and  that  that  paper 
money  is  at  a  discountt 

Mr.  Fries.  I  have  not  sufficient  information  about  that  to  answer. 

Mr.  Newlands.  If  that  were  the  &ct  would  you  say  that  those 
countries  have  enough  goldt  Or,  leave  out  those  countries,  and  oome 
to  South  America.  South  America  has,  I  believe,  according  to  the 
Mint  Director's  report,  $48,000,000  of  gold,  $30,000,000  of  silver,  and 
$550,000,000  of  uncovered  paper.  Do  you  think  the  South  American 
States  have  enough  goldt 
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Mr.  Fries.  By  enoagh  gold,  you  mean  for  all  purposes,  to  redeem 
their  paper  curiency  ? 

Mr.  Newlands.  I  mean  to  keep  every  dollar  at  a  par  with  gold,  as 
we  are  attempting  to  do  in  this  country. 

Mr.  Fries.  I  would  say  that  a  sutliciency  depends  on  the  system  in 
those  countries,  and  I  am  not  familiar  enough  with  them  to  say  whether 
tiiere  is  enough  in  coin  there  to  meet  the  requirements  of  those  systems 
or  not.    I  do  not  know. 

Mr.  Newlands.  Now,  let  me  ask  you  if  the  South  American  States 
have  $550,00' 1,000  of  uncovered  paper  money  in  dollars,  and  the  value 
of  those  dollars  in  gold  runs  all  the  way  from  60  cents  down  to  25  cents, 
and  the  States  altogether  have  only  $45,000,000  in  gold,  and  $550,000,000 
of  this  uncovered  paper  money  out,  do  you  think  that  they  have  enough 
gold  to  go  on  the  gold  standard  and  maintain  gold  redemption? 

Mr.  Fries.  I  would  say  that  it  was  high  time  for  them  to  make  some 
change. 

Mr.  Newlands.  It  is  very  apparent  that  they  have  not  enough  gold. 

Mr.  Fries.  I  do  not  think  that  iollows.  It  follows  that  their  present 
conditions  are  very  poor. 

Mr.  Newlands.  Now,  let  us  take  India.  According  to  the  Mint 
Director's  report  it  has  $950,000,000  of  silver  and  $37,000,000  of  uncov- 
ered paper,  and,  according  to  the  statement  here,  it  has  no  gold.  Do 
you  think  India  has  a  sufticient  amount  of  gold  in  the  country  t 

Mr.  Fries.  India  certainly  has  gold. 

Mr.  Newlands.  None,  as  stated  here. 

Mr.  Fries.  It  certainly  has  a  large  store  of  gold.  There  is  no  ques- 
tion about  that,  I  think. 

Mr.  Newlands.  Do  you  know  how  much  it  hast 

Mr.  Fries.  I  do  not. 

Mr.  Newlands.  Do  you  think  it  has  enough t 

Mr.  Fries.  I  think  they  have  as  serious  a  problem  as  we,  but  they 
have  pretty  muchvsettled  it. 

Mr.  Newlands.  Now,  then,  China  has  $750,000,000  in  silver  and 
practically  no  gold.    Has  China  enough  goldt 

Mr.  Fries.  Perhaps  she  does  not  need  any.    I  don't  know. 

Mr.  Newlands.  Do  you  think  it  is  a  good  thing  for  countries  to  have 
gold  as  a  money  standard  of  value? 

Mr.  Fbies.  I  do  not  think  it  makes  any  practical  difference  to  the 
country  as  to  what  the  standard  is  if  it  is  definite.  It  does  not  make 
any  dillerence  whether  it  is  gold  or  silver  or  shells,  provided  there  is  no 
doubt  about  the  standard. 

Mr.  Newlands.  And  provided  you  have  the  standard,  it  does  not 
make  any  difference  how  much  of  that  standard  you  havef 

Mr.  Fbies.  It  makes  some  difference. 

Mr.  Newlands.  Then  the  quantity  does  make  some  difference  t 

Mr.  Fries.  Did  I  understand  you  to  ask  me  about  Japan? 

Mr.  Newlands.  No;  but  I  would  be  glad  to  have  you  say  anything 
about  Japan. 

Mr.  Fries.  My  opinion  is  that  Japan,  of  all  the  nations  of  the  earth, 
has  come  the  nearest  to  the  solution  of  this  question,  just  now,  in  that 
she  has  made  the  ratio  of  silver  to  gold  32  to  1. 

Mr.  Newlands.  Does  she  coin  any  silver? 

Mr.  Friss.  I  do  not  know  what  their  mint  regulations  are. 

Mr.  Newlands.  You  do  not  know  whether  she  coins  silver  and  gold? 
I  would  have  been  glad  to  have  gotten  from  you  an  admission  that  it 
would  be  good  to  coin  silver  even  in  any  degree. 
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Mr.  Fries.  If  that  is  the  question,  I  will  admit  it  ¥rithoat  any  doubt. 
I  will  qualify  by  saying  that  I  consider  restricted  coinage  of  copper 
or  nickel  essential  in  this  case.  I  will  go  further  than  that.  I  will  say 
that  I  believe  the  international  free  coinage  of  copper,  nickel,  and  silver 
would  destroy  the  monetary  value  pf  s^l  three  and  reduce  them  to 
commodities. 

Mr.  Nbwlands.  I  will  not  pursue  that  line. 

Mr.  Fowler.  I  would  like  to  have  him  pursue  that. 

Mr.  Nbwlands.  I  want  to  press  one  line  of  inquiry,  with  reference 
to  the  sufficiency  of  gold,  and  nob  allow  myself  to  be  diverted  from  it. 
I  want  to  find  out  whether  there  is  a  sufficiency  of  gold,  and  1  have 
shown  you  that  three  countries  absorb  one-half  of  the  gold  stock  of 
tlie  world,  and  I  do  not  understand  that  you  have  said  that  they 
bave  got  too  much.  That  gives  the  other  one-half  of  the  gold  stock  of 
the  world  for  the  rest  of  the  world.  Can  you  point  to  me  a  debtor 
country  in  the  world,  except  the  United  States,  that  has  been  able  to 
maintain  its  paper  money  at  a  par  with  gold? 

Mr.  Fries.  Do  you  class  the  United  States  as  a  debtor  countryl 

Mr.  Nbwlands.  I  do. 

Mr.  Fries.  If  my  information  is  correct,  the  United  States  is  to-day 
lending  money  to  Europe. 

Mr.  !Nbwlands.  Well,  it  depends  entirely  upon  your  definition  of  a 
debtor  country.  Of  course  a  debtor  country  may  owe  nothing,  but  its 
people  may  owe  large  amounts,  and  it  is  in  the  latter  sense  I  speak.  I 
ask  if  a  country  whose  people  owe  more  money  to  other  countries  than 
is  owing  to  them  from  the  people  of  other  countries  is  a  debtor  nation, 
and  I  assume  that  according  to  that  definition  the  United  States  is  one 
of  the  greatest  debtor  nations  in  the  world.    Is  not  that  sot 

Mr.  Fries.  Well,  possibly  by  that  standard  simply.  But  I  would 
like  to  draw  a  very  clear  distinction  there,  and  when  I  am  commenting 
on  the  United  States  as  a  debtor  country;  in  tliat  I  think  there  is  just 
as  much  difference  between  debtor  countries  and  individuals  who  for 
the  time  being  may  have  outstanding  obligations,  but  some  of  whom 
are  solvent  and  some  of  whom  are  insolvent;  and  the  solvent  ones 
are  debtors,  simply  by  the  fact  they  can  use  the  money  they  have  bor- 
rowed tp  advantage,  not  because  of  their  essential  needs,  but  because 
it  is  profitable  to  them  to  owe  that  money  and  use  it  at  a  better  return 
than  the  interest  they  pay  on  it. 

Mr.  Kewlands.  That  is  a  fair  distinction  as  between  debtor  coun- 
tries.   There  is  no  doubt  about  it. 

Mr.  Fries.  And  I  will  admit  that  in  any  country  which  is  a  debtor 
from  pure  lack  of  business  returns  in  that  country,  or  from  bad  govern- 
ment in  the  sense  that  we  are  told  that  Spain  has  now,  they  have  to 
borrow  to  meet  their  obligations  of  war  when  they  have  not  got  their 
income  at  home.  That  is  a  debtor  country  which  is  not  a  debtor  coun- 
try  of  its  own  volition,  but  by  its  necessities.  I  take  it  the  United 
States  is  a  debtor  country  simply  because,  with  our  facilities  and  busi- 
ness advantages,  we  borrow  money  because  we  can  owe  it  to  advantage 
and  make  a  profit  on  it  over  and  above  the  interest  we  pay,  and  I 
believe  that  the  United  States  to-day  is  accumulating  capitel  and  get- 
ting better  off  by  reason  of  its  being  a  debtor  country  in  that  sense. 
With  that  definition  as  to  debtor  countries,  I  would  say  that  there  is 
no  reason  in  the  world  why  the  United  States  can  not  manage  its  finances 
on  the  same  plane  as  England  can,  or  as  any  man  in  the  country  can, 
who  may  have  large  property  and  goes  into  debt  to  pursue  an  enter- 
prise, and  he  creates  that  debt,  too,  without  any  slur  upon  his  solvency. 
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Mr.  Newlands.  I  agree  with  you,  but  that  does  not  answer  my  ques- 
tion. I  asked  yon  whether  yon  knew  of  any  debtor  nation  in  the  world, 
except  the  United  States,  that  has  been  able  to  keep  its  paper  money 
at  par  with  gold. 

Mr.  Fries.  Well,  I  never  have  investigated. 

Mr.  Newlands.  I  have  gone  over  Eussia,  Italy,  Spain,  and  Portugal, 
and  these  South  American  countries.  Is  there  one  of  them  that  you 
can  enumerate 

Mr.  Fries.  Of  all  those  countries,  those  that  have  a  measure  of  indus- 
trial prosperity  have  been  able  to  do  it,  and  soon  reached  the  position 
of  not  being  creditor  countries.  Without  that  distinction  as  to  the  char- 
acter of  the  debts  owed,  I  can  not  express  an  opinion  on  that  point. 

Mr.  McCleaby.  You  do  not  want  the  United  States  classed  with 
themf 

Mr.  Fries.  No,  sir. 

Mr.  Newlands.  You  said  yon  did  not  see  why  we  should  not  be  able 
to  borrow  monoy  for  enterprises  as  England  does.  Do  you  not  think 
there  is  a  distinction  between  England  and  this  country  in  its  interna- 
tional relations.  Would  you  not  regard  England  as  a  great  creditor 
nation,  viewed  internationally,  and  our  country  as  a  great  debtor  nation, 
viewed  internationally  t 

Mr.  Fries.  I  suppose  so;  yes,  sir. 

Mr.  Newlands.  One  other  question.  What  nation  can  get  alon.sf 
with  the  lesser  amount  of  real  money  of  redemption ;  the  debtor  nation 
or  the  creditor  nation,  assuming  that  everything  else  is  equal f 

Mr.  Fries.  What  do  you  menn  by  real  money  of  redemption  t 

Mr.  Newlands.  Which  country  can  get  along  with  a  less  amount  of 
gold,  assuming  that  they  both  propose  to  maintain  the  gold  standard 
and  supposing  that  all  other  conditions  are  equal  except  that  one 
uation'is  a  debtor  nation  and  the  other  is  a  creditor  nationt 

Mr.  Fries.  I  do  not  think  that  is  the  controlling  factor. 

Mr.  Newlands.  You  could  not  say  that  either  would  require  more 
goldt 

Mr.  Fries.  I  do  not  think  that  that  would  be  the  controlling  factor. 

Mr.  Newlands.  You  would  say,  generally  speaking,  that  a  man  to 
whom  large  amounts  of  money  were  owing,  could  get  along  with  less 
bank  account  than  the  man  from  whom  large  sums  were  owing,  com- 
ing due  from  dav  to  day  or  week  to  week,  or  from  month  to  month  t 

Mr.  Fries.  I  uelieve  the  converse  is  the  practical  state  of  affairs. 

Mr.  Newlands.  But  as  a  matter  of  prudence  and  good  judgment, 
as  a  debtor  with  obligations  coming  due  every  day  and  every  week 
and  every  month,  assuming  that  yon  had  large  properties,  that  you 
were  solvent,  but  that  you  owed  large  amounts  of  money,  would  you 
not  feel  that  vou  needed  more  of  money  in  your  bank  account  to  meet 
these  demands  as  they  came  in,  than  you  would  if  you  were  a  creditor 
to  whom  large  amounts  of  money  were  owing? 

Mr.  Fries.  Do  you  mean  would  I  feel  so,  or  would  I  keep  itt 

Mr.  Newlands.  I  mean  as  a  man  of  good  judgment,  whether  you 
would  feel  so;  whether  yon  would  feel  that  you  ought  tot  I  will  not 
trost  the  average  American  as  to  whether  he  will  or  not. 

Mr.  Fries.  I  think,  too,  that  I  would  act  upon  that  idea,  and  that  I 
would  pay  my  debts  as  fast  as  possible  and  stop  interest  upon  them; 
that  the  greater  my  obligations  were,  the  more  careful  I  would  be  not 
to  have  any  idle  money,  and  I  would  apply  every  dollar  I  could  raise. 

Mr.  Newlands.  Now,  if  you  had  large  sums  of  money  owing  to  you 
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it  would  uot  be  necessary  for  yon  to  keep  a  bank  account  at  al),  woald 
it,  except  for  your  current  transactions? 

Mr,  Fries.  I  do  not  know  that  it  is  necessary  for  anybody  to  keep  a 
bank  account.    It  is  a  matter  of  commercial  convenience. 

Mt.  Newlands.  You  do  not  mean  to  say  that,  as  a  matter  of  com- 
mercial business  prudence,  if  you  had  an  indebtedness  of  $2,000,000 
due  to  different  iieople,  coming  due  every  day,  you  would  do  busiuess 
without  having  a  considerable  fuud  in  bank  against  which  you  coald 
chci^k  f 

Mr.  Fries.  I  think  that  my  disposition  would  be  to  use  every  dollar 
that  I  could  raise  to  reduce  that  indebtedness. 

Mr.  Newlands.  You  would  have  no  moneys  in  the  bank  at  all? 

Mr.  Fries.  No  ;  but  I  would  have  a  smaller  balance  of  debt.  I  would 
be  tliat  much  better  off. 

Mr.  Newlands.  Let  me  call  your  attention,  then,  to  this:  We  assume 
now  that  gold  is  the  only  real  money,  for  that  is  what  it  amounts  to. 
By  this  bill  you  practically  propose  to  make  silver  a  debt  payable  iu 
gold.  England  has  to  day  (14  in  gold  per  capita,  and  we  have  t8  in 
gold  for  each  person.  Now,  recollect,  we  have  a  vast  territory.  The 
distances  that  exchange  has  to  travel  makes  it  more  difficult  for  that 
reason;  while  England  has  a  concentrated  territory,  with  a  population 
of  about  one  halt'  of  ours  massed  in  a  very  small  area.  Now,  would  yon 
think  our  sum  of  *gold  over  here  was  disproportionately  small? 

Mr.  Fries.  I  think  it  is  to-day  relatively  larger  than  that  in  England. 

Mr.  Newlands.  Why  do  you  think  it  is! 

Mr.  Fries.  Because  it  is  the  habit  of  the  people  of  England  to  use 
gold  iu  their  daily  transactions,  and  it  is  not  the  habit  with  us,  in  the  first 
place.  I  merely  say  that  apart  from  statistics.  My  general  impression 
was  before,  just  as  Mr.  Newlands'  figures  indicate,  that,  taking  into 
account  the  relative  habits  of  the  people,  we  have  an  ampler  supply  of 
gold  available  here  than  they  have  in  England. 

The  Chairman.  Mr.  Newlands^  time  has  expired. 

Mr.  Mitchell.  As  a  matter  of  fact,  banking  in  this  country,  people 
seldom  want  gold  coin  for  any  of  their  transaotionst 

Mr.  Fries.  Yes,  sir. 

Mr.  Mitchell.  It  is  only  that  they  want  to  feel  that  they  can  get 
the  gold  coin  in  case  it  is  absolutely  necessary  that  makes  a  demand 
for  itt 

Mr.  Johnson.  That  same  remark  will  apply  to  the  French  people, 
will  it  not — their  difference  in  habits  with  respect  to  the  use  of  coin! 

Mr.  Fries.  The  question  was  as  to  the  habits  of  the  French  people! 

Mr.  Johnson.  In  the  use  of  coin,  whether  their  habits  are  uot  differ- 
ent from  ours;  whether  they  do  not  use  more  than  we  dot 

Mr.  Fries.  I  believe  that  is  their  habit,  from  what  I  have  read.  I 
believe  that  all  European  countries  practically  use  a  great  deal  more 
coin  than  we  do,  and  that  consequently  with  that  use  the  actual  supply 
of  coin  is  greater  in  the  United  States  to  day  than  it  is  in  any  country 
of  which  I  have  any  information. 

circulation  under  the  commission  bill. 

Mr.  Hill.  I  will  ask  you  this  question — you  beiuff  a  practical  banker: 
Your  bill  provides  for  a  fixed  limit,  and  a  compulsory  limit  of  25  per 
cent  of  the  capital  in  secured  circulation,  and  requires  a  guaranty 
fund  against  that  circulation,  and  also  makes  that  secored  circulation 
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awesaable  for  defaulted  notes  in  the  remote  probability  of  any  assess- 
ment being  necessary.  Now,  I  understand  Mr.  Taylor  to  say  that  the 
reason  that  was  fixed  at  25  per  cent  was  that  the  law  required  the  hold- 
ing of  bonds  to  the  extent  of  25  per  cent,  or  that  the  aggregate  holding 
was  about  25  per  cent  of  the  amount  of  the  capital t 

Mr.  Fries.  The  average  is  25  per  cent. 

Mr.  Hill.  For  small  banks,  under  (150,000,  but  above  that  they  are 
only  required  to  hold  950,000.  Do  you  see  any  objection  to  giving  to 
national  banks — that  is,  the  country  banks,  which  now  generally  hold 
100  per  cent  of  their  capital  in  bonds,  and  issue  a  circulation  against 
it— the  option  of  continuing  under  the  terms  of  your  bill  their  secured  . 
circalation,  not  being  liable  for  guaranty  fond,  not  being  liable  for 
assessment,  and  allowing  them  to  take  their  own  time  to  change,  rather 
than  compelling  them  to  dissolve  in  twelve  months  if  they  did  not  do  M 

Mr.  Fries.  I  believe  that  the  fact  is,  Mr.  Hill,  that  today  the  aver- 
age country  bank  has  not  100  per  cent  of  its  capital  invested  in  bonds. 
The  average  country  bank  has  just  the  25  per  cent  which  is  the  mini- 
mum required  by  law ;  and  it  was  the  general  idea,  which  we  carried  all 
the  way  through,  that  it  was  unwise  to  disturb  existing  conditions  with- 
out good  cause,  and  so  we  thought  it  would  be  better  to  leave  the  bond 
requirement  just  as  it  is  today  as  to  minimum  holdings  of  bonds,  and 
give  tinae  for  change  and  development  in  this  system. 

Mr.  Hill.  You  have  $660,000,000  of  bank  currencyf 

Mr.  Fries.  Yes,  sir. 

Mr.  Bill.  You  have  about  $200,000,000  in  circulation  today  held 
against  bondst 

Mr.  Fries.  Yes,  sir. 

Mr.  Hill.  That  would  be  about  one-third,  or  a  little  over.  Now,  the 
reserve  city  banks  largely  do  not  carry  circulation,  and  do  not  carry 
bonds  except  to  the  law  requirement  of  $50,000.  That  is  correct,  is 
it  not  t 

Mr.  Fries.  The  larger  ones.  There  is  no  rule.  The  Hanover 
National  Bank  has  very  nearly  its  100  per  cent,  and  from  some  cause, 
which  I  can  not  explain,  if  I  am  correct,  the  National  Exchange  Bank 
has  100  per  cent,  and  strangely  enough  has  all  its  bills  in  $5  bills. 

Mr.  Hill.  Let  me  state  a  conceivable  case. 

Mr.  Fries.  Let  me  finish.  From  some  cause,  which  I  can .  not 
explain,  it  is  a  fact  that  New  England  banks  have  largely  taken  out 
their  circulation.  But  the  rule  is  almost  invariable  that  the  banks 
South  and  West  have  the  minimum  requirement. 

Mr.  MoGleart.  I  do  not  know  an  exception  to  that. 

Mr.  FRfES.  The  difference  between  the  required  25  per  cent  and  the 
^actual  third  that  is  out  is  made  up,  I  apprehend,  almost  entirely  in  the 
few  large  banks  like  the  Hanover,  in  New  York,  and  a  few  large  banks 
in  New  England. 

Mr.  HrLL.  Do  you  see  any  objection,  then,  to  the  banks  in  New 
Kngland  that  choose  to  do  so,  availing  themselves  of  the  privileges  of 
this  bill  to  issue  circulation  to  the  market  value  of  the  bonds  held,  to 
continue  their  present  holdings  of  bonds  at  their  option,  and  avail  them- 
selves of  the  other  privileges  of  the  bill  without  the  deposit  of  a  guar- 
anty fund,  the  security  being  the  deposit  with  the  Government;  and 
would  yoa  object  to  your  bill  being  amended  in  that  way  t  Is  there  any 
harm  to  be  done  by  itt 

Mr.  Fries.  I  think  that  the  objection  is  very  largely  a  sentimental 
one,  in  that  we  think,  and  many  people  think,  that  it  is  better  on  gen- 
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eral  considerations  that  there  should  be  one  single,  uniform,  and  homo- 
geneous system.  I  think  that  is  the  principal  reason  for  it.  Otherwise 
I  see  no  particular  objection 

Mr.  Johnson.  Do  you  call  that  a  mere  matter  of  sentiment) 

Mr.  Fries.  It  is  largely  a  sentimental  one. 

Mr.  Johnson.  Would  not  the  proposition  that  you  present  immedi- 
ately, or  within  twelve  months,  cause  a  redistribution  of  75  per  cent  of 
the  bonds  held  by  the  bankst 

Mr.  Fries.  I  see  no  reason  why  a  country  bank  in  our  section  having 
the  required  25  per  cent  should  hesitate  to  change  over  to  this  system ; 
and  it  seems  to  me  that  it  is  so  free  from  objections,  as  against  the  pres- 
ent system,  that  a  bank  which  now  had  even  the  lull  amount  ought  not 
to  hesitate,  because  it  assumes  no  other  greater  burden. 

Mr.  Johnson.  But  you  force  their  bonds  on  the  market  within  twelve 
months  or  require  a  dissolution  of  the  organization. 

Mr.  Fries.  I  think  there  is  no  doubt,  and  that  is  one  of  the  greatest 
fears  that  1  have,  that  during  these  five  years,  with  the  advantages  we 
hope  will  come  from  such  a  system,  the  trouble  would  be  for  the  banks 
to  get  their  bonds, 

Mr.  Johnson.  And  for  that  reason  you  propose  to  force  those  that 
have  them  to  put  them  on  the  market  and  sell  them? 

Mr.  Fries.  No;  the  reason  was  to  make  tlie  system  uniform  and 
homogeneous.    That  was  the  reason,  and  the  only  reason. 

Mr.  Johnson.  Would  you  object  to  a  longer  time  being  given  in 
which  to  do  thatt 

Mr.  Fries.  No,  sir. 

Mr.  Johnson.  Is  it  not  a  little  hard  to  make  them  do  thatt 

Thereupon,  at  4.30  o'clock,  the  committee  adjourned  until  Monday, 
January  17, 1898,  at  10.30  o'clock  a.  m. 

[On  the  fourth,  fifth,  sixth,  and  seventh  days,  January  17, 18, 19,  and 
20,  Uon.  Charles  S.  Fairchild  continued  his  statement  begun  on  the 
first  day,  January  12.  His  remarks  are  presented  in  continuity  else- 
where. In  connection  with  the  statement  of  Mr.  Fairchild  will  also  be 
found  the  statement  of  Hon.  Lyman  J.  Gage,  ^Secretary  of  the  Treasury.] 
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2, 338, 8.53 
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2, 677, 053 
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2, 236, 069 
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2, 376. 249 
2, 500, 733 
2,464,154 
2,461,925 
2, 580, 645 
2.615,835 
2,600,081 
2,643,892 
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2,564,700 
2, 601, 729 
2,644,920 
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2,714,612 
2, 707, 223 
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($4,000,000.) 


Fine  ounces. 


8,691,160 
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3,449,882 
8, 675, 760 
3, 868, 322 
8,811,738 
8. 808, 290 
8, 991, 936 
4,046,370 
4, 022, 000 
4, 089, 770 
4, 043, 508 
8,967,270 
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4.091,360 
4,121,756 
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4,277,388 
4,890,490 
4,459,358 
4,586,630 
4, 643, 956 
4, 479, 384 
4,588,154 
4,750,424 
4.773,212 
4, 690, 046 
4, 677, 706 
4, 746, 422 
4, 749, 6U 
4, 744, 058 
4,804,5J6 
4,784,116 
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5,682,624 
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6,227,970 
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6,676.592 
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5  932, 158 
6,141,962 
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6, 136. 788 
6.140,940 
6,133,732 
6,211,900 
6, 185, 524 
6, 167,  378 
6, 333,  696 
7, 184, 836 
0, 957, 124 
6, 922, 480 
7,051,796 
7, 347, 230 


234,914,338 


Treasury 
notos  issued 

under  act 
July  14, 1890. 
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8,101,698 
4, 126. 898 
4, 185, 480 
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3, 622. 295 
3, 579, 630 
4, 120, 096 
4, 000. 353 
1,096,121 
2, 868, 877 
1, 982, 616 
1,909,481 
883.680 


155,931,002 
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['  '<7B;MI 
;.  ■7*.  7M 

■J>74;eso 
;■  ■i-i.m 

■J  :>38,e85 

■■■■as:  KM 

.■    IM.BM 

':  i  si  130 
;^  !«5;838 

f3,eM.7W 
3,754,318 

<<a7,m 

4;3ot;im 

4,  on,  BOO 

4.W3,g43 

4;i»i;iM 

4.»«.t» 

I,   H.'.'    !<M 

r,  -44. m 

H.tu   M 
K,.lll  -JIB 

k'  i^.  ■•fe 

-  r.j  jOO 

.93 
■70 

'«S 

m 

■      « 

-  '    ■    H8 

-80 

«2 

:"-■,** 

-  !■■    34 

a«i,lS7,MB 

■.Ml, as 

t£&:::::. 

VaTf^har.'im'.'.'.'.'.'. 

Decembsr,  IRM 

Junirr.lSK 

it^iT 

1.SW.Z2S 
1BR.1M 

».747,8SB 

1.701,  ua 

rss!      1 

3iB4S.05T|              '        I7D 
B,  802. 114                        1«8 

siBiiiiazjj              M 

8,8»,B80                         l«t 

K:S       .';: 

J.780.4Sa                        4« 
3,  T66,  731                         M 
3,742,885                        let 

».(ai,»s 

SS~::;::- 

l,<n5.SM 

November,  IBM 

JmoBj.  IBM 

Febmnir,  IBM 

8.013.  a» 

t.03s.aia 

8,084.880 

JS.T/S?  :::;■::■: 

a.  108. 086 

October,  IBM...'.;;;. 

E3^:;;;;' 

ES,"||!'".-.;::::; 

sietniMo 

3,W8.J8a 

slMsioiJ 

f 149:124 
4.238.417 
4,271,«04 

:,    i 

.,       IT     M 

ii  r:;  m 

1.  ■.■■ii    M 
f  11-    I7S 
(^     ■■    102 

■.aH,6u 

t.BTT.«H 
1.HS.7M 
1,H«.1M 

J.WS.6Ti 

XM2.«as 

1, 880.  Mi 

lSl,75e.lM 

Xii.ea4.t43 

ct  of  Jul}  14,  UBO,  tkM*  aiManto  U*  tM«l  upon  the  par 


ThKasurt  Departmknt,  Bubkac  g 


Tablk  I. — A  fj  MT  «iil  (onJ,  iwf#mt  payable  ^Narlerly,  t 


!/oU«a> 


at  tkt/oihiei*g  pHeei  lo  reatUe  to  U«  iNVMtor  M«  ^rm  ri 


mlnf  hcenty  ftan,  a««l  mU 


Price  of 
bond. 

Iii«nne 
rnxn 
bond. 

'&!"'■ 

(rem 
bond. 

108.2I53 

2.0 
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s, 
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«» 

^ 
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4i 
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S9§illii§§3 

1 

$2,437.60 

2.258.61 

2.076.30 

1,800.76 

1,701.66 

1,509.00 

1,812.74 

1,112.81 

009.10 

701.68 

i80.U 

Interest  on 

cost  of 

bonds  at  10 

percent. 

S 

0 

10,158.47 
10,379.90 
10,484.84 
10,651.87 
10,822.53 
10.996.89 
11,173.51 
11,353.96 
11,537.80 
11,726.11 

*""" — ""--"  1 

Net 
receipts. 

$12,487.50 
12,417.06 
12.896.29 
12, 375. 10 

12. 353. 52 

12. 331. 53 
12, 3U0. 18 
12,286.32 
12,863.06 
12, 239. 88 
18,216.26 

• 

1 

• 

i 

$62.50 
82.02 
103. 71 
124.00 
146.48 
168.47 
190.87 
213.68 
236.04 
260.62 
884.76 

Sinking 
fund. 

$20.42 

41.21 

62.40 

83.08 

105.97 

128.37 

151. 18 

174.44 

108. 12 

282.25 

3  4 

y 

SSSS8SSSSS8 

j.^^^^^^^^^^ 

.-.-. — .-.  .-.  -  . 
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Interest 
on  bonds. 
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2,500.00 
2.500.00 
2,500.00 
2,500.00 
2,500.00 
2,500.00 
2,500.00 
2,500.00 
2,500.00 
2,500.00 

Interest  on 

circulation 

at  10  per 

cent. 

S 

8888888888 

'ooo©ooooo«f 

m 
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Mazimnm 
circulation 
obtainable. 

$100,000.00 
100,000.00 
100,000.00 
100, 000. 00 
100.000.00 

100,000.00 

100,000.00 
100,000.00 
100,000.00 
100, 000. 00 
100,000.00 

20- year  2)  per  cent 
bonds. 
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Tahlk  IVa. — Profit  mwe  in  a  4  per  cent  Xocality  than  in  a6,  8yOr  10  per  cent  locaUty  io 
hanks  buying  2\  per  cent  SO-year  bonds  at  a  premium  to  pay  2^  per  oent  as  securitjffw 
currency. 


Location. 


4  per  cent $2,437.50 

6  per  cent '      2,437.50 


8  per  cent 
10  per  ceut 


2. 4.17. 50 
2, 437. 50 


Advantage  of  4  per 
oent  looallty. 


Amoant  Percent 


Table  1V6. — Profit  more  in  a  4  per  cnit  locality  than  in  a  6j  Sy  or  10 per  cent  locality  to 
baiikit  buying  ^k  per  cent  SO-year  bonds  at  a  premium  to  pay  £.3 per  cent  tu  securitj/  for 
cuiToncy. 


Location. 

Profit. 

AdTantnge  of  4  per 
cent  locality. 

Amount. 

Percent. 

4   HIT  C<»Ilt       .. - ............................................... 

$2,204.37 
2,161.77 
2. 115. 54 
2,076.39 

0  per  criit 

$42.60 

88.83 

127.88 

2. 

8  wor  cunt...... ..................................................... 

4.2 

10  Der  cent. .......................................................... 

6.2 

Tablk  IVc. — Profit  more  in  a  4 per  cent  locality  than  in  a  6,  8,  or  10  per  cent  locality  to 
banks  buying  t^  per  cent  20-year  bonds  at  a  premium  to  pay  t  per  oent  as  securitif  for 
currency. 


Location. 


4 per  cent 

6pcr(M'nt 

8  per  cent 

10  per  cent 


Profit. 


$1,838.08 
1.728.53 
1, 600. 00 
1.500.00 


Advantage  of  4  per 
cent  locality. 


Amoant.l  Perc«nt 


$109.55 
228.39 
329.08 


6.3 

14.2 
21.8 


Tablk  lYd. — Profit  more  in  a  4 per  cent  locality  than  in  a  6y  5,  or  10  per  cent  locality  to 
banks  buying  2}  per  cent  ^O-year  bonds  at  a  premium  to  pay  1,8  per  cent  as  security  for 
currency. 


Location. 


4  per  cent 

6  per  COM  t 

8  iKTrcnt 

10  percent 


Profit 


$1,582.30 
1,426.01 
1, 256. 43 
1,112.81 


Advantai^  of  4  per 
ceut  locality. 


Amount. 


$156.29 

325.87 
460.  49 


Per  cent. 


11.0 
25.9 
42.2 


Tablr  IVe. — Profit  more  in  a  4  per  cent  locality  than  in  a  6f  8,  or  10 per  cent  locality  to 
banks  buying  2\  per  cent  20-year  bonds  at  a  premium  to  pay  1^  per  cent  as  security  for 
currency. 


Location. 


4  per  cent 

6  |>er  ceut 

8  per  cent 

10  per  cent 


Profit. 


$1,180.32 
950.57 
70L30 
490.14 


Advantai^  of  4 
per  cent  locality. 


Amount. 


$229.75 
479.02 
690.18 


Per  cent 


24.7 
68.S 

140.6 
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TABLE  C. 


Stoto. 


Maine 

M  assachnsetts 

Vermont 

Rhode  Island 

New  York  (exeunt  New  York  Citj') 

New  York  City 

Vlrinniaa 

North  Carolina 

8oiith  Carolina , 

Georpa 

LoniMana 

Indiana 

M  ichi  j;an 

Six  New  England  Statea 


Percentage  of  cnrrency  to — 


Capital.^ 


1856. 


46 

45 
103 

27 

76 

15 

96 

05 

37 

50 

38 
112 

79 

47.1 


1896. 


64 
45 
49 
88 
47 
41 
39 
26 
24 
31 
35 
33 
31 
36 


Deposits. 


1856. 


83 

28 
498 
179 
113 

12 
210 
522 
212 
329 

49 
231 

42 
152.1 


1896. 


240 
109 

40 

38 

16 
8 

14 

14 

12 

17 
7 

16 

12 

21.9 


Loans  and  dis- 
counts. 


1856. 


22 
19 
54 
19 
28 
8 
61 
50 
29 
40 
26 
65 
20 
28.7 


1806. 


30 
26 
28 
21 
15 

7 
12 
11 

7 
13 

7 
15 
10 
15.6 


Total  currency 
and  deposits. 


1856. 


24.55 
21.66 
83.27 
63.73 
55.55 
10. 02 
67.73 
83.92 
67.04 
76.70 
32.47 
82.51 
20.56 
60.4 


1896. 


70.59 
52.13 
28.69 
27.67 
13.05 

7.01 
12.21 
12.65 
10.65 
14.27 

6.61 
13.81 
10.52 
17.9 


State. 


Maine 

Massacb  uaetts 

Vrrniont 

Rhode  Island 

New  York  (except  New  York  City) 

New  York  City 

Virgiuiaa 

North  Carolina 

Sonth  Carolina 

Geor^a..: 

Louisiana 

Indiana 

Michigan 

Six  New  England  States 


Percentage  of  specie  to — 


Carrenoy. 


1856. 


22 

22 
5 

10 

5 

139 

24 

24 

19 

22 
113 

35 

27 

13.5 


1896. 


15 
17 
19 
16 
49 

240 
59 
73 
47 
60 

194 
99 
84 

383 


Loans  and  dis- 
counts. 


1856. 


5.04 

4.37 

2.85 

L56 

1.44 

10.73 

12.04 

n.77 

b.52 

8.66 

29.78 

22.85 

7.69 

3.9 


1896. 


5.76 

4.50 

5.33 

3.24 

7.15 

16.76 

7.27 

7.79 

8.34 

7.73 

13.83 

14.50 

8.04 

5.9 


Currency  and 
deposits. 


1856. 


6 
5 

4 

6 

3 
15 
16 
20 
13 
17 
87 
29 

8 

8.2 


1896. 


10 

9 

5 

4 

6 
17 

7 

9 

5 

9 
18 
14 

0 

6.8 


Percentage  of 
loans  and  dis- 
counts to  total 
of  capital  and 
deposits. 


1856. 


84.3 

88.4 
115.7 
112.2 
116.5 

87.8 
112.8 
112.2 
110.8 
110.8 

81.4 
111.6 

04.8 
125 


1806. 


113.4 

111 
70 
01.4 
77.6 
06.0 
83.2 
87.5 

110.7 
84.1 
82.6 
7J1.5 
86.8 
87.7 


state. 

Percentage  of 
excess  of  loans 
and  disconuts 
to  total  of  cap- 
ital and  depoa- 
its  in  1856  over 
1896  on  the 
same  funds. 

Percentage 

less  interest 

charged  in 

1856  than  in 

1896  to  pay 

the  same 

dividends. 

Tot«l  national  and 
State  banking  cap- 
ital per  capita. 

Circulation  per 
capita. 

1856. 

1896. 

1856. 

1896. 

Maine 

34.5 
25.6 
46.5 
22.8 

60.1 

•10.4 

85.6 

82.8 

25.72 
20.38 
31.74 
18.48 

33.37 
t9.42 
26.25 
24.69 

t7.eo 

0.06 
12.60 
3L62 

7.48 

10.32 

10.67 

5.70 

0.24 

6.33 

10.20 

3.34 

.77 

16.86 

$8.08 

Massarhnsetta. .............. 

21.56 

Vermont 

10.34 

Rhode  Island 

21.08 

New  York  (except  New  York 
City) 

3.67 

New  York  Citv 

13.65 

Virginia  and  \Vest  Virginia.. 
North  Carolina 

$7.90 

5.73 

21.65 

12.05 

30. 37 

3.38 

L54 

$6.25 
2.03 
2.96 
3.06 
4.71 
8.10 

10.71 

L14 
.44 

Sonth  Carolina 

.39 

Georgia....... ............... 

3L8 
*L47 
5L8 
9.22 
42.5 

23.36 
tl.44 
34.12 
8.44 
29.47 

.55 

Louisiana 

.h9 

Indiana. 

2.16 

Michigan 

1.96 

Six  New  England  States 

11.10 

*  Exceaa  in  1806  over  that  of  1860. 


t  Exoeaa  charged  in  1856  over  that  of  1886. 
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TABLE  D. 


Skmoin^  price9  ai  whiek  a  lO-fe&r  9\  pet  eeni  h<md^  ifitora»l  pajfiihU  quari^ly,  muei  be  sold 
in  order  to  realite  ike  eorreepondimg  rate  o/interestf  and  the  annual  Hnking/und  neece- 
$ary  to  liquidaU  j^ndpal  at  maturity  (on  f  100,000  par  value  honde). 


Prioe. 

Intents 

Sinking 
fund. 

Prloe. 

InteiMi. 

Sinking 
fond. 

1100.8807 
101.7821 
102.6863 
103.5094 
104.5215 

Percent 
2.4 
2.3 
2.2 
2.7 
10 

I6S.36 
131.35 
198.00 
265.30 
833.27 

$105.4527 
106.8930 
107.3426 
108.3016 
109.2700 

Percent. 
1.9 
1.8 
1.7 
1.6 
1.5 

$401.91 
471.22 
541.23 
611.80 
683.16 

SinlKing  fund  %o  extinguish  preminm  (in  eaob  case  above). 

Umitbd  Staivs  Trbasury  Drpaktmknt. 

Ofpick  ov  Oovkrnmbnt  Actuary, 

Januarg  6,  ISOB, 


TABLE  E. 

Showing  the  amount  of  naOomai-hank  notee  emi9iamdi%g  against  bonds,  ike  required  6 
per  cent  deposit  on  sueh  notes,  and  the  amount  of  5  per  cent  deposit  tn  the  l^reasurg 
of  the  United  States  at  the  end  of  each  monihfor  the  calendar  year  1897, 


Month. 


Jannary... 
February  . 
March  .... 

April 

May 

Jnne 

July 

Anguat . . . 
September 
October  . . . 
Koventber. 
December. 


Ontatandlng 
againat  bonoa. 


$213, 
210. 
309, 
2i>8, 
207. 
206, 
200, 
20.\ 
205. 
203, 
201. 
196, 


186,711 
915,415 
767,702 
768.548 
139.381 
606,226 
498,956 
755.976 
601,781 
926,960 
735,572 
146,093 


Required  5 
per  cent  de- 
posit. 


$10,659,885 
10,545,770 
10,488,386 
10,438,427 
10,356,909 
10,334,761 
10,324,947 
IC,  287. 796 
10.280,239 
10,196,347 
10,086,778 
9,807,304 


On  deposit 
in  Treaaurj. 


$882,801 
1853,650 
1878,899 
1863,257 
5,111,268 
4,066,894 
1006.492 
8,144,861 


J.  F.  Meunx, 
Jssistant  Treasurer  United  Slates. 
Treasury  DspartmrnTi  Office  of  the  Trkasukkr, 

Washington,  Z>.  C,  January  20, 1808. 
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TABLE  F. 

ShinHng  the  amount  ofredsem^d  natiemmf^^tmk  noim  in  the  Treamtrif  of  the  JJniiod  States 
unaveorted  bg  bank9f  the  amouMt  of  such  notes  assorted  by  banks,  but  not  delivered 
because  of  overdrafts  in  5pefoem$  aeconntSj  and  the  amount  of  the  6  per  cent  deposit  to 
the  credii  oj  banks,  at  the  end  of  each  month  for  the  calendar  year  18S7. 


HoBth. 


February.. 
Hiirah..... 

April 

Maj 

June 

Joly 

Aaipist ... 
ttopteiuber 
October  ... 
November 
Deoember 


Xational-bank 
nutei)  hi  Treas- 
ury nnaaaorted. 


$16, 574,779 
14,615.632 
10.840,836 
8,029,320 
6, 427. 137 
4.628.368 
5,214,864 
4.088,079 
8,491,222 
4.498,116 
4,336,707 
4,689,184 


national- 
bank  not4M 
in  Treaaury 

assorted. 


Amofint  at 
5  per  cent  4e- 
poait  to  credit 
of  banks. 


$331,360 

152.925 

233.^812 

263.660 

290.840 

202,880 

129, 420 

104,900 

68,880 

65,760 

60.050 

78,640 


$7,662,497 
8,317,951 
7,847.745 
7,488.770 
7.365,400 
7.426^695 
8,138,040 
8.016,001 
8,665,921 
8,664.377 
8,07i,9(N) 
7,843,105 


J.  F.  Melinb, 
Assistant  Treasurer  United  Statm, 


Trbasurt  Dbpartmxnt,  Offick  of  thr  Trkaburer, 

Washington,  D,  C,  Janumry  10, 1898. 


TABLE  G. 

Btatomont  of  the  public  debt  of  the  Empire  of  Gormmmy. 
[Translated  flrom  the  Almanack  de  Gtotha  for  1898.] 

Debts  contracted  in  order  to  meet  varioas  needs  of  the  Empire:  The 
nominal  value  of  450,000,000  of  marks  has  been  realized  on  bonds  at 
4  percent,  issued  in  pursuance  of  sundry  laws;  790,000,000  marks,  nomi- 
nal valae,  were  realized  up  to  the  end  of  October,  1895,  on  bonds  at 
3^  per  cent;  885,355,100  marks,  nominal  value,  were  realized  by  April  1, 
1896,  on  the  remainder  of  old  bonds,  at  3^  per  cent,  reduced  to  the  rate 
of  3  i>er  cent,  and  also  on  new  bonds  at  3  per  ci^nt,  issued  in  pursuance 
of  the  laws  of  March  17,  1890,  January  22, 1891,  January  22  and  April 
20,  1892,  April  1, 1893,  April  15, 1894,  and  March  29, 1895. 

The  total  indebtedness  of  the  Empire  amounted,  at  the  close  of  the 
fiscal  year  1895-1896,  to  2,245,273,100  marks. 

Amount  of  sundry  funds  March  31, 1895:  Invalid  fiind,  441,535,200 
marks,  and  3,173,600  Frankfort  florins  (equal  to  5,440,457  marks)  in 
bonds,  and  733,236  marks  in  cash ;  total,  447^708,993  marks.  War  fund, 
120,000,000  marks. 
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Statement  of  the  public  debt  of  France. 
[TraiuUited  from  the  Almanacb  de  Gotha  for  18B8.] 

BXPENDITURKS  FOR  THE  DKBT,  ACCORDING  TO  THE  BUDGET  FOR  1897. 

Francs. 

Consolidated  debt 693^680,335 

Rentes  at  3n>«r  cent  (new  fand) 237,638,406 

Rentes  at  3  per  cent 456,041,929 

Debt  payable  at  a  fixed  time  or  in  annnal  installments.  ^ 325, 961, 455 

3  per  cent  rentes  redeemable  in  annnal  installments 141,888,078 

Redemption  of  concessions  for  canals 321, 440 

Interest  on  and  amortizement  of  the  advance  made  by  the  Algerian 

company  . .  ♦ 4, 070, 000 

Interest  on  and  amortizement  of  bonds  for  country  roads  and  building 

of  sclioolhouses 31,312,099 

Conversion  anunities  of  the  Morgan  loan 15, 792, 409 

Annul t)*^  to  Eastern  Railway  Company 20,500,000 

Interest  on  security  fund 9, 162, 000 

Annual  pnyments  on  obligations  contracted  for  building  military 

roads 462,841 

Interest  on  the  treasury  floating  debt 19, 198,560 

Annnal  payments  due  the  railway  companies 46, 548, 308 

Interest  on  bonds  issued  to  guarantee  interest  to  the  railway  com- 
panies   2,482,500 

Payment  of  part  of  the  six-year  bonds  maturing  in  1897 -. 27, 900, 000 

Payment,  in  annual  installments,  of  the  cost  of  the  Madagascar  expe- 
dition and  of  the  Siam  expedition 5, 291, 978 

Payment,  in  annual  installments,  to  the  cities  for  the  establishment 

of  postal  and  telegraph  stations .-.. .  212,254 

Payment,  in  annual  installments,  to  the  caisso  des  ddpdts  et  consigna- 
tions (Government  deposit  agency)  for  establishing  a  new  growth 

of  trees  on  the  mountains 614,087 

Small  principals 204,951 

Life  debt 230,689,271 

Life  rentes  (incomes) 753,490 

Military  pensions 129,204,000 

Civil  pensions 70,325,600 

Pensions,  indemnities,  sundry  relief  payments 6,600,821 

Annuities  paid  into  the  caisso  des  depots  et  consignations  for  the  pay- 
ment of  pensions  to  old  soldiers 8, 700, 000 

Allowance  to  the  Legion  of  Honor 10,998,820 

Increase  of  salaries 4, 106,540 

Grand  total 1,250,331,061 


/ 


PRINCIPAL   OF    THE    PUDUC    DEBT,  ACCORDING    TO    TUB    COMPUTATION  OF  MR.  C. 

FOUQUET. 


At  the  close  of— 


1869 
18T5 
1880 
1885 
1890 
1891 


Liabilities. 


Franet. 
13,419,972.937 
24, 579, 854, 314 
25, 925, 180, 095 
29, 216, 648,  502 
31,090,251,052 
31,000,747,872 


Assets. 


Francs. 

433,757,430 
1, 136, 809, 322 
1,646,032,607 

961,230.607 

994,  103. 145 
1, 179, 588, 940 


PubUc  debt 


Frane$. 
12,981,215,501 
23, 443,  CM,  993 
24, 279, 156. 488 
28.255,417.935 
30,090,147,907 
30,481,158,920 
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Statement  of  thepuhlio  debt  of  Great  Britain, 

[TrwiBlftted  from  the  Almnnach  de  Gotha  for  1888.] 

PUBUC  DBBT. 


Hatch  31— 


Consolidated 
debt. 


1883 £589,533,082 

noi t  r»87,a3i,096 

I«.> I  586.015,919 

1894J I  5:«).  146.878 

1897 587,698,732 


Anniud  pay* 

ments  (ap- 

pntximat^fy). 


£60,761,400 
57,078,898 
53, 582, 722 
49,351,465 
44,941,947 


Nonconsoli- 
dated  debt. 


£20,748,270 

21,446,300 

17,400,300 

i>,  975, 800 

8,133,000 


Total. 


£671,042,842 
666,154,204 
656,908,941 
648,474,143 
640.773,670 


SPECiriCATlON  OF  THK  PUBUC  DEBT  ON  THE  3l8T  DAY  OF  MARCH,  1897. 


Debt  of  Great  nrltain  beariDg  interoflt  nt  2|  percent 

Debt  of  Great  Britain  bearing  interest  at  2}  per  cent 

Loan  taken  from  the  Bank  or  England,  bearing  interest  at  2}  per  cent 

.         Total  debt  of  Great  Britain 

Irish  annul tiea  at  2|  per  cent 

Irish  annuities  at  2f  per  cent 

Loan  at  2}  per  cent  made  by  the  Bank  of  Ireland 

Total  debt  of  Ireland 

Consolidated  debt  of  Great  Britain  and  Ireland 

Approzimato  principal  of  annuities 

Grand  total 

Konconsolidated  debt  (Treasury  biUs) 

Total  Gonaolidated  debt,  nonconsolidatcd  debt,  and  annuities 

Other  obligations  of  the  State 

G  rand  total 

Dednctine  tho  probable  amount  to  be  collected,  the  value  of  the  Suez 
Canal  anarea,eto 


Principal. 


£.31,999,391 

524, 692, 740 

11,015,100 


567,707,240 


S05, 198 

17, 055, 525 

2.630,768 


19,991,492 


587,698,732 
44,941,047 


632, 640, 670 
8,133,000 


640,773,670 
4,136,168 


644,909,847 
83,137,037 


611,772,808 


Charges. 


£800,645 

14,448,902 

802, 915 


15,552,462 


8.214 

475,015 

72,346 


555,575 


16,108,037 
7,140,743 


23,257.780 
112,584 


23,870,314 


23,870,814 


23,370,314 


TABLE  H. 

Ineolvent  national  hanks,  capital,  claims  paidy  and  diference  between  capital  and  claltne 

paid,  1865  to  1897, 


Banks. 


Venanso  National  Bank,  Franklin,  Pa 

Herchanta'  National  Bank,  Wasbiugton,  DC 

Total,  lOTO 

First  Kational  Bank.  Medina.  N.  Y 

Tennessee  National  Bank,  Memphis.  Tenn 

Kational  UnadilU  Bank,  Unadilfa,  N.  Y « 

Ch>too  National  Bank,  New  York,  N.  Y 

Total.  ISe? 

Kational  Bank  of  Yicksburg,  Miss 

ToUl,1868 

yir»tKail'»naIBank,Rockford,Ill 

First  National  Bank  of  Nevada,  Austin,  Nev 

Total,  1869 

CUB 2^ 


Capital. 

Claims 
paid. 

Difference. 

$300,000 
200,000 

$101,387 
165.760 

$198,613 
84,231 

500,000 

267,156 

232,844 

50,000 
100,000 
120, 000 
200,000 

32,305 

65,335 

58,661 

143.307 

17,696 
84,665 
61,339 
56,693 

470,000 

200,606 

170,302 

50,000 

16,664 

33,346 

50,000 

16.654 

88,846 

50,000 
250.000 

20,277 
163,062 

20,728 
86, 018 

300,000 

103,250 

106,741 
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Indolvent  nati4>nal  banks,  capitaL  claims  paid,  and  difference  heticeen  capital  and  c1aim9 

paid,  1865  to  /^57— Continued. 


Bemarks. 


nnion  Square  National  Bank,  New  York,  N.  T. 

Waverl V  National  Bank,  Wavcrly,  N.  Y 

First  Natioual  Bank,  Fort  Smith,  Ark 


Total,  1872. 


Scandinavian  National  Bank,  Chicago,  111 

National  Bank  of  llio  Commonwenltli.  New  York,  N. 

Herchanta'  National  Bank,  Petersburg,  Vu 

First  National  Bank,  Petersborg,  Va 

FirstNaUonal  Bank, Carlisle, Pa 


Capital. 


$200,000 

106. 100 

50,000 


356, 100 


Claims 
paid. 

#175.920, 
77.563  ' 
15. 142 

268,630 


Difference. 


$24,080 
28,53:i 
^4,858 


250,000 
750.000 
400.000 
200, 000 
50,000 


Total,  1873. 


First  National  Bank,  Topeka,  Kant. 
Total,  1874 


1, 650, 000 


100,000 


First  NaUonnl  Bank  of  Utah,  Salt  Lake  City,  Utah. 
Cook  County  National  Bank,  Chicago,  111 


100,000 


150, 000 
500,000 


Total,  1875. 


650, 000 


143,209 
747. 428 
259,487 
125,667 
46,634 


1, 322, 425 


31,668 


31,668 


19, 002 
228,412 


247, 414 


Miners*  National  Bank,  Georgetown,  Colo 

Fourth  National  Bank,  Chicago,  III 

First  National  Bank,  Bedford,  Iowa 

First  National  Bank,  Osceola,  Iowa 

First  National  Bank,  Dolnth,  Minn 

Watkins  National  Bank,  Watkins,  N.  Y  . . 
First  National  Bank,  WichiU,  Kans 


Total,  1876. 


First  National  Bank.  Greenfield.  Ohio 

National  Bank  of  the  State  of  Missouri.  St.  Louis,  Mo 
First  National  Bank  of  Georgetown,  Colo 


150,000 
200,000 
30,000 
50.000 
100,000 
75. 000 
60,000 

665,000 


:\— 


135, 797  i 
18, 258  I 
12,024 
34,536 
88.697 
60.647 
59, 121 


50.000 

2, 500, 000 

75,000 


Total,  1877 2,625,000 


Central  National  Bank.  Chicago,  HI 

Fhrat  National  Bank.  Kansas  City,  Mo 

Commercial  National  Bank,  Kansas  City,  Mo. 

First  National  Bank,  Ashland,  Pa 

First  National  Bank,  Allentowu,  Pa 

First  National  Bank,  Waynesburg,  Pa 

First  National  Bank,  Dallas,  Tex 

People's  National  Bank,  Helena,  Mont 

Merchants'  National  Bank.  Fort  Scott,  Kans  . 
Fanners'  National  Bank,  Platte  City,  Mo 


200,000 

500.000 

100, 000 

112,500 

250.000 

100,000 

50,000 

100,000 

50,000 

60,000 


103,041 
316,828 
52,514 
33,105 
70,725  , 
21,710 
29,377  I 
66,810  , 
16,  670  ' 
11,803  j 


Total,  1878 ,    1,512,500 


Gterman- American  National  Bank,  Washington,  D.  C. 

German  National  Bank,  Chicago,  lU 

Second  National  Bank.  Sci-anton,  Pa 

National  Bank  of  Ponltney,  Yt 

First  National  Bank,  Monticello,  Ind 


130, 000 
500,000 
200,000 
100,000 
50,000 


Total,  1879. 


980,000 


First  National  Bank,  Meadville,  Pa . . 
First  National  Bank,  Brattleboro,  Yt. 


Total,  1880. 


City  National  Bank,  La  wrenceburg,  Ind 

First  National  Bank,  St.  Albans,  Y t 

Hot  Springs  National  Bank,  Hot  Springs,  Ark. 

First  National  Bank,  Livingston,  Mont 

First  National  Bank,  Jamestown,  N.  Dak 


Total,  1884. 


First  National  Bank,  Sioux  Falls,  S.  Dak. 
First  National  Bank,  Angelica,  N.  Y 


Total,  1886. 


100. 000 
300.  000 


400.000 


100,000 

100.000 

60.000 

50,000 

50,000 


822,483 


105,  763 

182,  572 

166,  587 

88, 176 

20,998 


96.  176 
99,847 


196.023 


26.  809 
96.  525 
39,812 
26.000 
8,807 


87.470 


106,7l«l 
2.572 

140, 5U 

74,333 

3.366 


327,575 


6a  332 


66.332 


190.9f>g 
271.588 


402,  .W 


14,208 
181.742 
17,376 
15,464 
ll.SfC 
14.3Vi 

J«70 


409,680  1 

255.330 

9,456 
2,165,388  1 
73,890  ' 

40,541 

334.612 

1,110 

2,248,734  ' 

376.266 

6,0i!) 

47. 4« 
79  393 
170  275 
7?  290 
20  62:t 
33,190 
33,1.^ 
88.  W7 


600.017 


24.237 

317. 428 

33.413 

U,K4 

29.002 


564,096!  415, 9(^ 


.1.  s-:4 

200,i:*3 


203,977 


73,101 
3, 475 
10,1*8 
24.994 
41,193 


153,041 


13.071 
33,606 


46, 6n 
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Insolvent  national  bankSf  capitalf  claims  paidj  and  difference  between  capital  and  claims 

paid,  1865  to  i557— Continued. 


Banks. 


Palatlcn  National  Bank.  Palatka.  Fla 

First  National  Bank,  Dansville,  N.  Y 

Total,  1887 

Metropolitan  National  Bank,  Cincinnati,  Ohio 

Madison  National  Bank,  Madison,  S.  Dak 

Total,  1888 

National  Bank  of  Shelby  ville,  Tenn 

First  National  Bank,  Sheffield,  Ala 

First  National  Bank.  Abilene,  Kans 

Harper  National  Bank,  Harper,  Kans 

Glonceater  City  National  Bank,  Glounentcr  City,  N.  J 
Kingman  National  Bank,  Kingman,  Kans 

TotaUl890 

First  National  Bank,  Aima,  Kans 

First  NaUonal  Bank.  Belleville,  Kans 

First  National  Bank,  Meade  Center,  Knus 

American  l^ational  Banic,  Arkansas  City,  Kans 

City  National  Bank,  Hastings,  Nebr 

People's  National  Bank,  Fayetteville,  N.  C 

First  National  Bank,  Ellsworth,  Kans 

Second  National  Bank,  MoPhorbon,  Knus 

Pratt  Connty  National  Bank,  Pratt,  Kann 

Keystone  National  Bank,  Pbiladolphia.  Pa 

Spring  Garden  National  Bank,  Philadelphia,  Pa 

Asburv  Park  National  Bank,  Asbnry  Park,  N.J 

Ninth  National  Bank.  Daliaa,  Tex 

First  Na  tional  Bank,  Bed  Cload,  Nebr 

Central  Tfebraaka  National  Bank,  Broken  Bow,  Nebr. 

Florence  National  Bank,  Florence,  Ala 

First  National  Bank,  Palatka.  Fla 

First  National  Bank,  Kansas  City,  Kans 

Kio  Grande  National  Bank,  Laredo,  Tex 

First  National  Bank,  Cold  water,  Kans 

Total  18»1 

California  National  Bank,  San  Diego,  Cal 

Huron  National  Bank,  Huron,  S.  Dak 

First  National  Bank,  Downs,  Kans 

First  National  Bank,  Money,  Pa 

Bell  County  National  Bank,  Temple,  Tex 

First  National  Bank,  Doming.  N.  Mex 

First  National  Bank.  Silver  City.  N.  Mex 

Lima  National  Bank,  Lima,  Ohio 

Cherry  vale  National  Bank,  Cherry  vale,  Kans 

Firat  National  Bank,  Erie.  Kans 

First  NaUonal  Bank,  Bockwall,  Tex 

Total  1892 

First  National  Bank,  Del  Norte.  Colo 

Newton  National  Bank.  Newton,  Kans 

Capital  National  Bank,  Lincoln,  Nebr 

Bankers  and  Merchants'  National  Bank,  Dfdlas,  Tex. . 

First  National  Bank,  Little  Rock,  Ark 

Alabama  National  Bank,  Mobile,  Ala 

Firat  National  Bank,  Ponca,  Nebr 

Second  National  Bank,  Columbia,  Tenn 

Colombia  National  Bank,  Chicago,  111 

National  Bank  of  North  Dakota,  Fargo,  N.  Dak 

Eranflt4>n  National  Bank,  Evanston.  Ill 

Oglethorpe  National  Bank,  Brunswick,  Ga 

First  National  Bank,  Lakota,  N.  Dak 

First  National  Bank,  Brady,  Tex 

Merchaota'  National  Bank,  Tacoma.  Wash 

City  National  Bank.  Greenville,  Mich 

First  National  Bank,  Whatoom^Wash 

Columbia  National  Bank,  New  Whatcom,  Wash 

Nebraska  National  Bank,  Beatrfoe,  Nebr 

Livingston  National  Bank,  Livingston,  Mont 

Firat  National  Bank,  Cedartown,  Ga 

Merchant*'  National  Bank,  Greatfalla,  Mont 


Capital. 

Claims 
paid. 

Difference. 

$6U,000 

#9,492 

$40,  .508 

50,000 

46,546 

3.-154 

100, 000 

56,038 

48.962 

1, 000, 000 

400, 998 

599. 002 

50,000 

32,009 

17, 991 

1, 050, 000 

433,007 

616, 993 

50,000 

43, 289 

6,711 

100,000 

43,022 

56,978 

100, 000 

66, 221 

33. 779 

50, 000 

20,410 

29.590 

50,000 

16,047 

33.953 

100, 000 

51,600 

48,400 

450, 000 

240,589 

209,411 

75. 000 

6,217 

68,783 

50,000 

30,516 

19,484 

50,000 

9,363 

40, 637 

300, 000 

177,256 

122, 744 

100,000 

41,960 

68.034 

125,000 

86,246 

88,754 

50,000 

44,692 

6,308 

50, 000 

21,705 

28,295 

50,000 

29,813 

20,187 

500,000 

394, 270 

105,730 

750, 000 

458,  501 

291,499 

100, 000 

8,753 

91,247 

300, 000 

49,002 

250,998 

75,000 

41,211 

83. 769 

00,000 

3.643 

56,367 

60,000 

18, 108 

41, 892 

150,000 

142, 748 

7,252 

150,000 

84,413 

65,557 

100,000 

21.927 

78, 073 

52,000 

18,196 

33,804 

3, 147, 000 

1, 688,  576 

1,458,424 

500, 000 

340, 631 

159, 369 

75, 000 

9,298 

65,702 

50, 000 

27,117 

22,883 

100,  000 

80,636 

19.364 

50.  000 

27.947 

22,053 

100,000 

67,633 

42,367 

50,000 

33,188 

16, 812 

200, 000 

179,  691 

20,309 

50,000 

4,838 

45,162 

50,000 

35,146 

14,854 

125, 000 

15,983 

109, 017 

1,350,000 

812, 108 

637, 892 

50,000 

20,489 

29,511 

100,000 

53,334 

46.066 

300, 000 

150,020 

149,980 

500, 000 

61, 343 

438,657 

500, 000 

63,275 

436, 725 

150, 000 

73. 051 

76,949 

50,000 

24,103 

25,837 

100,000 

69,806 

30,194 

1, 000, 000 

731, 666 

268, 334 

250,000 

21, 473 

228.627 

100,000 

56,560 

43.440 

150.  000 

112,  702 

37,298 

50.000 

4,107 

45,893 

50,000 

34, 489 

15, 611 

250, 000 

111,174 

138.826 

50,000 

35. 632 

14,368 

.•lO.OOO 

19. 194 

30,806 

100,000 

16,500 

83,494 

100. 000 

76, 512 

23,488 

hi\  000 

45,830 

4,170 

75, 000 

86,619 

38,381 

100,000 

52,329 

47,671 
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Insolvent  national  banks,  capitaU  claims  paid,  and  difference  between  capital  and  MfM 

paid,  1865  to  7.5?i/y— Continued. 


Banks. 


First  National  Bank,  StitrkTiUe,  Miss 

Texas  National  Bank,  San  Antonio,  Tex 

First  National  Bank,  Vernon,  Tox 

First  National  Bank,  Middleaboro,  Ky 

First  National  Bank,  Hot  Springs,  S.  I)ak 

First  National  Bank,  Marion,  Kans 

Washington  National  Bank,  Tacuioa,  Wash 

Bl  Pas©  National  Bank,  El  Paso,  Tex 

National  Granite  Bank.  Kxeter,  N.  H 

Chamberlain  National  Bank,  Chanibt*rhiiii,  S.  Dak 

Port  Townsond  National  Bank,  Port  Towuscnd,  Wutsb. 

First  National  Bank,  Su  iidance,  Wy «  

Commeroial  Nationul  Bank,  Dnnver,  Colo 

First  National  Bank,  Dayton,  Tenu 


Total,  1803. 


Hutchinson  National  Bank,  Hutchinson,  Kans. 

First  National  Bank,  Spokane,  Wash 

Oregon  National  Bank,  Portland.  Oreg 

First  National  Bank.  Fort  Payne,  Ala 

Third  NaUonal  Bank,  Detroit,  Mich 

First  National  Bank,  Llano,  Tex 

American  National  Bank,  Springfield,  Mo 

First  National  Bank,  Sedalia,  Mo 

National  Bank  of  Pendleton,  Orog 

State  National  Bank,  WichitA.Kanrt 

Grennan  National  Bank,  Denver,  Colo 

Black  Hills  NaUoual  Bank,  Rapid  City,  S.  Dak. 

First  Nat  ional  Bank,  Arlington,  Oreg 

Baker  City  National  Bank,  Baker  City.  Oreg. . . 

First  National  Bank,  Grant,  Nebr 

Wichit*  National  Bank,  Wichita,  Kans 

State  National  Bank,  Vernon,  Tex 

National  Bank  of  Middletown,  Pa 

First  National  Bank,  Kearney,  Nebr 


Capital. 


#60, 

100 

100, 

50 

50 

50 

100 

150 

5i» 

50 

100 

GO 

250 

50 


6. 335 


100 

250 

200 

50 

300 

75 

200 

250 

100 

100 

200 

75 

50 

75 

50 

250 

100 

85 

150 


Total,  18M. 


Bnfialo  County  National  Bank,  Kearney,  Nebr... 

First  National  Bank,  Johnson  City,  Tenn 

Citizens'  National  Bank,  Madison,  S.  Dak 

Citizens'  National  Bank,  Spokane,  Wash.  (rlf.)... 

Taooma  National  Bank,  Taconia,  Wash 

City  National  Bank.  Qnanab,  Tox 

North  Platte  National  Bank,  North  Platte,  Nebr. 

Needles  National  Bank,  Needles,  Cal 

First  National  Bank,  San  Bernardino,  Cal 

Browne  National  Bank,  Spok.ine,  Wash 

First  National  Bank,  Anacortes,  Wash 

Holdrege  National  Bank,  Holdrege,  Nebr 

National  Bulk  of  Kansas  City,  Mo 

First  National  Bank,  Texarkana  Tex 

First  National  Bank,  Ravenna,  Nebr 

City  National  Bank,  Fort  Worth,  Tex 

First  National  Bank,  Dublin,  Tex 

First  National  Bank.  Port  Angeles.  Wash 

First  National  Bank,  Ida  Grove,  Iowa 

First  National  Bank,  Pella,  Iowa 

Merchanta'  National  Bank,  Seat  tie.  Wash 

Union  National  Bank,  Denver,  Colo 

Superior  National  Bank, West  Superior,  Wis 

Keystone  National  Bank, West  Superior, Wis . ... 

Firat  National  Bank,  South  Bend,  Wash 

Kearney  National  Bank,  Kearney,  Nebr 

First  National  Bank,  Wellington,  Kans 

Columbia  National  Bank,  Taooma,  Wash 


101) 
50 
50, 
15U 
200 
100 

7r> 

50 
100 
100 

5n 

75 
1,000 

50 

50 
300 

50 

50 
150 

60 
200 
500 
135 
200 

50 
100 

50 
850 


Total.  1806 4,885 


Firat  National  Bank,  Orlando,  Fla 

BeUingham  Bay  National  Bank,  Now  Whatcom,  Wash. 

ChattahoocheeNational Bank,  Columbus, Ga 

German  National  Bank,  Lincoln,  Nebr 

Farmers*  National  Bank,  Portsmouth,  Ohio 

Humboldt  First  National  Bank,  Humboldt,  Elans 

Grand  Forks  National  Bank,  Grand  Forks.  N.  Dak 

First  Nati onal  Bank,  Bedford  City.  Va 

National  Bank  of  Jefferson,  Jefferson,  Tox 

Sumner  National  Bank,  Wellington,  Kans 


85 

60 
100 
100 
250 

60 
200 

50 
100 
100, 


000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 


000 


000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 


Cl»|ys    iDilTerenofc 


$13,020 
47,054 
60,618 
14.669 
9,350 
32,935 
70,979 

103.859 

46,878 

17. 151 

0,008 

25.468 

167,686 
42,387 


2,519,236 


23,938 


113, 757 
8,010 

185.583 
15,160 
87,347 
26,018 
54.355 
55, 067 

i:i7. 833 
15. 9(12 
14,662 
51, 118 
2.233 
88.284 
17, 371 
64,910 
43,394 


000 
000 
000 
000 
OOO 
000 

ouo 

000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 


000 


000 
000 
000 
000 
000 
000 
000 
000 
000 
000 


9.916 
27,828 

9.445 
18, 781 
20,478 
41,826 
69,257 


83,617 


4,217 


629.506 

37,249 

0,011 

173,649 
4,617 
2,118 


20,348 

87,059 

177,492 

100,285 

74, 114 

17,255 

9,980 

8,905 

37. 878 


$46,060 
52.946 

49,:«l 

35,331 
40.650 
17.065 
28,021 
46.141 

3,122 
32,849 
93,992 
24.532 
82,814 

7,613 


2,815,764 


13,604 
58,543 

12,063 
151.512 
28,758 
27,147 
26,561 
73,916 
ai,406 


76,062 

850,000 

86,243 

41,990 

114,417 

59,840 

112,033 

22.1, 9«2 

45,(>i!> 

44.933 

62.162 

59.058 

35.:c>8 

23.882 
47,767 

161,716 
82,  •» 
2O,(«90 

106,606 


1,655,058 


9(>.aM 
22.172 
40,555 

131,219 

179.522 

58.174 

5,743 

50,01)0 

16.  >3 

100.000 
45,  T« 
75,0')0 

370, 4M 
12.751 
40,969 

126,451 
45,383 
47,882 

150,000 
20,652 

112,041 

322, 5W 
34,715 

126.8* 
82.745 
00,020 
41.695 

312,122 


1,684,1211      2,700.879 


85,000 
46.396 
41,457 
87.957 
98,488 
31.243 
172.858 
23.439 
26,084 
78»5M 
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In$olv€nt  national  banks,  capiialf  claims  paid,  and  difference  beticeeu  capital  and  claims 

paid,  1865  to  i*P7— Continued. 


Banks. 


First  Kational  Bank,  Cheney,  Wash 

Kittitas  Valley  National  Bank,  Ellenaburg,  Wash 

First  National  Bank,  Minot,  N.  Dak 

Tates  Connty  National  Bank,  Penu  Tau,  N.  Y  . . . 

First  National  Bank,  Larned,  Elans 

Citizens'  National  Bank,  t>an  Angelo,  Tex 

Sioux  National  Bank,  Sionx  City,  Iowa 

American  National  Bank,  New  Orleans,  La 

Pirst  National  Bank,  Helena,  Mont 

Bennett  National  Bank,  Now  Whatcom,  Wash  ... 

First  National  Bank,  SpringriUe,  N.  Y , 

First  National  Bank,  Muont  Pleasant,  Mich 

First  National  Bank,  Ithaca,  Mich 

City  National  Bank,  Tyler,  Tex , 

Total,  1896 


Capital. 

Claims 
paid. 

Difference. 

$50,000 

$0. 447 

$43, 553 

50, 000 

7,069 

42,931 

50,000 

10.  053 

89,947 

50.000 

1)1,740 

18,254 

50,000 

25, 08G 

24,914 

100.000 

17, 052 

82, 048 

300, 000 

122,833 

177, 167 

200,000 

76.952 

123,048 

800.000 

800,000 
32. 932 

50,000 

17,068 

50,000 

43. 220 

6,774 

50,000 

15. 775 

34,225 

50,000 

24.088 

25,912 

100,000 

33,110 

«     66.890 

3,055,000 

844,015 

2,210,985 
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TABLE  K. 
Capital f  deposits,  loanSf  specie,  and  circulation  per  capita  of  State  hanks,  1860. 


PopnlntioD. 


Maine 

X«w  Hampshire . 

Vermont 

Mflsnachaaetts.. 
Khode  InlaiHl . . . . 
C'Onnecticut 


Total  of  Now  England  States. 


New  York 

New  Jersey 

Pennsyl  vauia 

Delaware 

Maryland 

District  of  Colnnibia. 


628.279 
326. 073 
315,098  I 

],2:n.o60 

174, 020 
460, 147 


3,135,283 


Capital. 


$11.95 
15.28 
12.20 
54.00 

119.49 
40.96 

39.97 


Deposits. 

Loans. 

Specie. 

Cironla* 
tion. 

$3.98 
3.79 
2.58 
24.57 
20. 35 
1L97 

$20.14 
20.97 
21.41 
90.79 

15:i.  02 
00.32 

$1.07 

.75 

.59 

5.33 

2.58 

2.07 

$8.60 
10. 1'S 
12.01 
20.31 
20.37 
10.74 

13.99 


3,  880,  735 
672. 035 

2,tJ0(J.2l5 

112.216 

087,049 

75. 080 


2<i.71 
11.07 
8.80 
14.02 
18.29 


26. 82 
8.54 
9.00 
8.70 

12.91 


65.20 


2.89 


15. 16 


51.01 
22.19 
17.32 
28.07 
30.41 


5.39 
1.40 
2.88 
1.86 
4.04 


I 


Total  of  Eastern  States. 


Virginia 

West  Virginia . 
North  Carolina 
Soath  Carolina. 

Georgia 

Florida 

Alabama 

Mississippi 

Louisiana 

Texas 

Arkansas 


8, 333,  330 


10.09 


17.50 


34.76 


3.99 


1,506,318.        10.02 


4.84 


15.64 


1.84 


992  022 

703,  708 
1,  057,  286 
140,  424 
964,201 
79I,:{05 
708, 002 
601  215 
4;{:).  I.'>0 


6.67  , 
21.26  ' 
15.78 
2.13 
5.08 


1.50 
5. 92 
4.48 
.92 
5.03 


12.30 
30.51 
15.86 
3.31 
14.07 


1.63 
3.30 
3.04 
.2o 
2.85 


t 


Kentncky 1.  l.V*'.  ^M. 

Tennessee !    1,109,801 


11.10  I 
7.27  ! 


4.90 
3.89 


21.87 
10. 59 


3.89 
2.04 


Total  of  Soathcrn  States 10, 2&9, 010  10. 22 


5.15 


16.40 


3.10 


Ohio 2.339.511 

Indiana 1,350,428 

Illinois 1,711.951 

Michigan 749,113 

Wisconsin 775,881 

Minnesota !  172,023 

Iowa '  674,913 

Missouri i  1,182,012 


2.94 
3.21 
3.00 
l.Ol 
9.81 


1.72 

1.26 

.41 

.50 

3.97 


.68 
7.68  I 


.78 
2.84 


4.74 
5.67 
.23 
1.19 
9.79 


L07 
13.08 


Total  of  Middle  States 8. 955. 832 


Total 30,683,461 


3.84 
13.81 


1.5t 
8.35 


4.89 
23.02 


.78 
1.17 
.13 
.03 
.54 


.38 
3.52 


.95  I 

t 

2769^1 


7.72 
7.16 
4.52 
10.12 
5.98 


6.39 


6.14 


5.64 
16.31 
8.32 
1.30 
7.75 


34.60  I        27.93  '        60.00  |        17.11  16.35 


11.70 
4.99 


7.21 


3.41 
3.9S 
6.24 
.28 
5.71 


.83 
6.67 


3.96 


6w85 


Blanks  indicate  no  returns  for  1860. 
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TABLE  J. 
[Report  of  the  Comptroller  of  the  Currency,  December  6, 1897,  pages  385, 397, 444,  and  5ft9.] 


National  bnnks 

State  banks 

Adfl  12i  per  cent  of  State  banka  failing  to  report. 


Capital. 


$631,488,095 

228, 677, 088 

a  32, 668, 155 


Capital,  surplns, 
and  profits. 


Deposits. 


$966, 240, 096 

331,036,112 

a  47. 290. 873 


Total 

Probable  increase  (25  per  cent). 


892. 833, 338 
223,208,334 


$1,853,349,128 

723,  040. 703 

a  103, 377, 257 


1,344,567.081 
336,141,770  I 


2,680,367.180 
670,091,703 


Total. 


1, 116. 041, 672  1, 680, 708, 851 


3,850.458,975 


National  banks 

Stilts  banks 

Add  12^  per  centof  State  banks  failing  to  report . 


Total 

Probable  increase  (25  per  cent). 


Cash  reserve  Cash  reserve 


required. 


$287. 741, 796 


287,741,796 


held. 


Total  reserro 
required. 


Total 

reserve 

held. 


$388, 882, 631  j  $462, 558, 033  ;$695, 922, 126 

152,000,000 

22,000,000    


562,882.631       452,558,033  ,  695,922,126 
140,720,658 


Total 


287,741,796  I    708,603,289  I    452,558,033 


605,922,126 


a  Estimated. 

Currency  thai  would  he  immediately  taken  out  under  the  Walker  bill  {H,  R,  S3SS)  and 

probable  amount  by  J 900, 

By  H.  K.  3333,  of  the  $346,000,000  legal-tender  notes,  cnrrency  would  take  the  place  of $146, 000, 000 

By  H.  K.  3333,  of  the  $376,000,000  silver  certificateH,  currency  would  take  the  place  of 200, 000, 000 

By  H.  H.  3333,  of  the  $229,000,000  national-bank  notes,  cnrrency  wonld  take  the  place  of. . .    229, 000. 000 

Total 575,000,000 

Probable  increase  by  1900 225,000,000 

Probable  cironlation  in  1900 800,000,000 

TABLE  M. 

Volume  of  drculation. 

IN  THE  MASSACHUSETTS  BANKS  OUTSIDE  OF  BOSTON  IN  1856. 

The  circnlatioD  of  27.8  per  cent  of  them  averaged  from  80  to  100  per  cent  to  capital. 
The  circulation  of  33.3  per  cent  of  them  avera<;ed  from  60  to  80  per  cent  to  capital. 
The  circulation  of  31.5  per  cent  of  thom  averaged  from  40  to  60  per  cent  to  capital. 
The  ciroulation  of  7.4  per  cent  of  them  averaged  under  40  per  cent  to  capital. 

IN  THE  NEW  HAMPSHIRE  BANEB  IN  1856. 

The  circulation  of  31.4  per  cent  of  them  averaged  from  80  to  100  per  cent  to  capital. 
The  circalation  of  35.3  per  cent  of  them  averaged  from  60  to  80  per  cent  to  capital. 
The  circulation  of  27.4  per  cent  of  them  averaged  from  40  to  60  per  cent  to  rapital. 
The  clrcalatiou  of  5.9  per  cent  of  them  averaged  under  40  per  cent  to  capital. 
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Treasury  Department, 

Office  of  the  Secretary, 

Washingtofij  D.  0.,  January  7, 1698. 

Sir:  I  have  the  honor  to  reply  to  yours  of  the  6th  instant  in  which 
yon  inquire  as  to  the  maximum  amount  that  under  bill  H.  B.  5181 
could  be  at  any  time  in  the  division  of  issue  and  redemption  and  the 
minimum  amount  that  would  at  any  time  be  in  such  fund  while  in 
successful  operation  under  the  bill.  I  will  say  in  answer  that  it  is 
contemplated  there  would  be  in  that  department  in  gold  coin  and  green- 
backs a  total  of  $325,000,000,  neither  more  nor  less.  Through  inter- 
changeability,  as  is  provided  in  that  bill,  with  the  fiscal  department 
this  equilibrium  would  be  maintained — that  is  to  say,  if  the  fiscal 
department  having  gold  and  desiring  greenbacks  could  exchange  with 
the  issue  and  redemption  division  as  if  it  were  an  individual  institu- 
tion on  the  outside. 

On  the  other  hand,  if  the  issue  and  redemption  division  became 
pressed  for  gold  through  redemption  of  greenbacks,  it  could  restore  its 
stock  of  gold  by  applying  to  the  fiscal  department  for  gold  in  exchauge 
for  its  surplus  greenbacks.  If  the  fiscal  department  did  not  have  the 
gold,  it  would  be  the  duty  of  the  Secretary  of  the  Treasury  to  provide 
it.  The  proposition  put  forward  by  the  President,  though  not  embodied 
in  this  bill,  to  authorize  the  Secretary  of  the  Treasury  to  borrow 
$100,000,000  on  short  time  loans  ibr  any  of  the  purposes  of  the  Treas- 
ury Department  would,  it  is  believed,  put  the  Secretary  in  a  position 
which  would  enable  him  to  do  this  effectually. 
Very  truly,  yours, 

L.  J.  Gage,  Secretary. 

Hon.  J.  H.  Walker, 

OhairfM/n  Oommiitee  on  Banking  o/nA  Ourrenoyy 

House  of  Eqpresentatives. 


TABLE  O. 

Inierindebtedme$9  in  ike  United  Staiee  in  1892^  prepared  hy  Hon.  J,  H.  Walker,  ehairman 

of  Committee  on  Banking  and  Currency, 

Ceiuias  of  1890,  assessed  valuations :  Assets  of  the  country,  leal  and 

personal  property $25,000,000,000 

Secretary  of  Treasory : 

Gold  and  silver  coin 1,200,000,000 

Total 26,200,000,000 

National  debt  less  cash  in  Treasury 852,000,000 

CmsQsof  1890: 

State  debt  less  sinking  fund 223,000,000 

County  debt  less  sinking  fund 142,000,000 

Town  and  city  debt  less  sinking  fund 470,000,000 

Porter:  School  district  debt 38,000,000 

Poor's  Manual,  railroad  indebtedness: 

Funded  debt 5.106,000,000 

Unfunded  debt 376,000,000 

Current  debt 271,000,000 

New  York  Financial  Review,  1890 :  Miscellaneous  stocks  and  bonds . .  582, 000, 000 

Farm  mortgages 1,086,000,000 

Homemor^ages 1,017,000,000 

Other  town  and  citv  property  mortgages 3,887,000,000 

Estimated  debts  of  mercliants 5,000,000,000 

Debts  of  individuals  and  families 400,000,000 
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Comptroller  of  the  Currency : 

Deposits  in  matnal  savings  banks $1,402,000,000 

Deposits  in  stock  savings  bauks 252,000,000 

Deposits  in  private  savings  banks 95,000,000 

Deposits  in  loan  and  tmst  companies 358,000,000 

National  banks 1,588,000,000 

State  banks 567,000,000 

New  York  Daily  Commercial  Bulletin : 

Annual  fire  insurance  losses,  9125^000,000;  life  of  policy,  three 

years 375,000,000 

Marine  insurance 50,000,000 

Life  insnrance  in  force 3,543,000,000 

Industrial  business  insnrance 313,000,000 

Benevolent  associations  and  fraternal  orders 6, 000, 000, 000 

Interindebtedness  in  the  country 84, 208^  000, 000 


TABLE  P. 

No.  1. — Statement  tkowing  the  average  amount  of  moneif$  in  ike  United  States  Treasurff 
againet  which  no  gold  oertificate$,  silver  eert^ioatee,  currency  certificates,  or  Treasnty 
notes  of  1890  are  issued  for  the  calendar  years  189 1  to  1897,  inclusive;  also  the  avtraye 
rate  of  interest  on  the  total  outstanding  bonds  of  the  United  States  during  the  same  years. 


Pvriod. 


Tear  ended  Dec.  81— 

1891 

1892 

1893 

1894 


Average 

Amonnt. 

rate  of 

interest. 

Per  sent. 

$204,618,870 

8.989 

168. 042, 142 

8.913 

16»,  029,798 

8.918 

166,196,848 

8.997 

Period. 


Year  ended  Deo.  81— 

1895 

1896 

1897 


Amount. 


$220,882,810 
285,531.592 
268,220,944 


Aremjre 

rate  of 

intervtst. 


Per  cent. 

4  067 
0o8 
058 


Offiob  of  ths  Treasukbb  Umitbd  Statrb, 

January  IS,  1899. 


No.  2  — Statement  showing  the  average  halance  of  free  money  of  all  Hnds  in  Ike  United 
Stales  IVeasury  for  the  calendar  years  1891  to  1897,  inclusive;  also  the  average  rate  of 
interest  on  the  total  outstanding  hands  of  the  United  States  during  the  same  years. 


Period. 


Year  ended  Deo.  81— 

1891 

1892 

1898 

1894 


Balance. 


$154,684,518 
129,931,453 
113, 370. 900 
184,045,796 


Avera£e 

rate  of 

interest. 


Period. 


Psr  eent. '  Year  ended  Dec  81— 

8.989  1  1895 , 

8.913   I  1896 

1897 


8.918 
8.997 


Balance. 


'  Avera^ 
j   rate  of 
.  interest. 


$180,843,496 
244,880,507 
223,271,010 


Percent, 
4.067 
4.058 
4.058 


Offiob  of  thb  Trbaburbr  Unitsd  Statbs, 

January  12, 1S98. 
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TABLE  Q. 
No.  1. — Profit  <m  naiUmaUhanlc  note  dronlation  to  a  hank  with  f  100,000  oopitol. 

[Secretary  Lyman  J.  Gage  bill,  H.  R.  bill  5181.] 


Loeality. 


4  per  cent 
6  per  cent 


LocaUly. 


4  per  cent 
0  per  cent 


Amount  of 

2^  per  cent 

bonds  depos' 

ited. 


$80,000.00 
80,000.00 


Circulation 
($100, 000) 
and  uninvest- 
ed capital. 


$120,000.00 
130,000.00 


Receipts. 


Interest  on  cir- 
culation less 

$10,000 

redemption 

ftind,  $20,000 

idle. 


Interest  on 
bonds. 


$3,600.00 
5,400.00 


$2,000.00 
2,000.00 


Deductions. 


Bxpense. 


$82.60 
02.50 


Tax. 


$ooaoo 

000.00 


TotaL 


Net 
receipts. 


Interest 
on  cost 
of  bonds 
and  un- 
invested 
capital. 


$082.50  $4,637.50  $4,000.00 
082.50  I  6,437.50  I  6,000.00 


Gross  re- 
ceipts. 


$4,800.00 
6,200.00 


Profit  on  circulation. 


Amount 


$837.50 
487.50 


Per  cent 

on 

$100,000 

currency. 


0.637 
.437 


No.  2. — Profit  on  nai^onaJ-hank  note  eironlation  to  hanke  wiik  f  100,000  oapiial  {eUventh 

year  and  after), 

[Monetary  Commission  bill,  H.  R.  6856.1 


4  per  cent. 
6  per  cent. 


4  per  cent. 
OperoMit. 


ICaximnm 
circulation. 


$100,000.00 
100,000.00 


Loanable 
ftrnds. 


Receipts : 
Interest  on 

loanable 
ftinds,  lees 
$20,000  idle, 
$3,000  re- 
demption 
fund,  85,000 
guaranty 
fund. 


Deductions. 


$200,000.00 
200,000.00 


Tax,  2  per 
cent  on 
$20,000,8 
per  cent  on 
$20,000,  one- 
fourth  of  1 
per  cent  on 
oapital. 


$8,800.00 
10,200.00 


$1,850.00 
l,8o0.00 


Expense. 


$83.50 
82.50 


Total. 


$1,912.50 
1,912.50 


Net 
receipts. 


$4,887.50 
8,287.50 


Interest 

on  $100,000 

oapital. 


Profit  on  circulation. 


$4,000.00 
6,000.00 


Amount. 


$887.60 
3,287.60 


Per  cent  on 

$100,000 

currency. 


$0,887 
2.287 
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No.  3. — Profit  an  ntUUmal-hank  note  cireulatUm  to  hankt  wiih  ^100,000  eapiUU  (fir$i  fiv9 

years). 

[Monetary  Commlasion  bill  H.  B.  5856.] 


Claasof 
bonds. 

Maximnm 
circulation. 

Beceipta. 

Looallty. 

Coat  of 
bonds  de- 
posited (at 
2|  per  cent 
upon  a  8  per 
cent  baaia). 

Loanable 
funds. 

Interest  on 

total  loanable 
funds  less 

$20,000  idle, 
$5,000  re- 
demption 

ftinds,  $5,000 

guaranty 

funds. 

$6,759.26 
6,707.54 
6,773.13 
8,638.89 
8,561.81 
8.650.70 

Interest  on 
bonda. 

Groas 
receipts. 

4  per  cent 

Do... 

N4;s 
N4;s 

$26,018.50 
27,811.63 
25,671.66 
26,018.50 
27,311.63 
25,671.65 

1100,000.00 
100,000.00 
1$0,000.00 
100,000.00 
100.000.00 
100, 000. 00 

$173,981.50 
172,688.47 
174,328.86 
173.918.60 
172, 088. 47 
174.  328  85 

$023.87 
843.00 

1.125.28 
023.87 
843.90 

1,125.28 

$6,681.13 
6,661.44 
6,896.41 
0,668.76 
9,406.21 

Do 

6peroeot 

Do 

Do 

9,784.98 

1 

Dednctiens. 

Net 
receipts. 

Interest 

on 
$100,000 
capital. 

Profit  onotroila- 
tion. 

LooaUty. 

Tax,  2  per 
ceut  on 

$20,000,  6 
percent 

on  $20, 000, 

one-fonrth 
ofl  per 
cent  tax 

on  capital. 

Ex- 

pensea. 

Sinking 

fund  to 

Uqnidatepre- 

mium  paid 

on  bonda. 

Total. 

Amoont. 

Peroant 

on 

$100,000 

onrrency. 

4peroeBt 

Do 

1850 
1860 
1850 
1850 
1850 
1850 

$62.50 
62.50 
62.50 
62.50 
62.50 
62.50 

$254.82 
128.21 

$2,160182 
2.040.71 

$4,616.81 
4,510.73 
4,533.64 
7,419.80 
7,899.90 
r  437. 41 

$4,000.00 
4,000.00 
4,000.00 
6,000.00 
6,000.00 
6,000.00 

$516.31 

510.73 

533.64 

1.419.86 

1,899.90 

1,437.41 

0.516 
.511 

Do 

462.27  1  2.BA4.77 

.534 

6  per  cent 

Do 

230.40 

92.81 

435.  OA 

2,142.00 
2,003.31 
2,347.64 

1.420 
1.400 

Do 

L437 

No.  4. — Profit  on  nationaUbank  note  dreuJation  to  a  hank  with  f  100,000  copttol. 
[Obairman  J.  H.  Walker'a  bill,  H.  B.  3333.— When  in  full  operation.] 


Maximum 
oixonlation. 

Receipts: 
Intereston 

circula- 
tion and 

capital 
less  $4,000 

redemp- 
tion fund, 

$20,000 
idle. 

Deduotiona. 

Net 
receipts. 

Interest 

on 
capital. 

Profit  on  oircn- 
lation. 

LooaUty. 

Ex- 
pen- 
ses. 

Tax  one- 
fifth  to 
one-half 
of  1  por 
c^nt  on 
$75,000. 
estimated 
at  one- 
half  of  1 
percent. 

Total. 

Amount. 

Per 
oenton 
$100,000 

cur- 
rent. 

4  per  cant . 

6  per  cent . 

8  per  ceut . 

10  per  cent . 

$100,000.00 
100, 000. 00 
100,000.00 
100,000.00 

$7,040.00 
10,560.00 
14,080.00 
17,600.00 

$62.60 
62.50 
62.50 
62.50 

$375.00 
375.00 
375.00 
876.00 

$487.50 
437.50 
437.50 
487.50 

$6,602.50 
10, 122. 60 
13,642.50 
17,162.50 

$4,000.00 
6,000.00 
8,000.0( 

10, 000.  or 

$3,602.60 
4,122.60 
6.642.60 
7,162.50 

aL0Q2 
4.122 
6.642 
f.l62 
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Tabub  v. 

Tables  ehowing  the  effeei  of  taking  <mt  currency  under  the  various  bills  and  in  varying 
amountSj  in  eomj>elHng  banks  to  charge  a  kigker  rate  of  interest,  or  enahling  tk^  to 
reduce  the  rate  of  interest  and  pay  the  same  dividends  on  thHr  stock  as  they  would  if  they 
had  no  ourrenoy, 

•100,000  OAPITAXi  BAXKS. 


In  cases  where  they  t«ke  ont  all  the 
cntreocy  they  can  on  their  capital 
w  ith  20  per  cent  not  in  clrcnlation : 

Under  the  commission  bill,  5856 
(aversKe) 

Under  the  Gage  bill,  6181 

Under  the  Fowler  bill,  50 

Under  the  Walker  bill«  3383 

Under  the  existing  law 

Taking  $75,000  corrency  with  90  per 
cent  not  in  oircnlation : 

Under  the  commission  bill,  5855. 

Under  the  Gage  bill,  5181 

Under  the  Fowler  bill  50 

Under  the  Walker  biU,  3383 

Under  the  existing  law 

Taking  $50,000  currency  with  20  per 
cent  not  in  circulation : 

Under  the  commission  bill,  5855. . 

Under  the  Gage  bill,  5181 

Under  the  Fowler  bill,  50 

Under  the  Walker  bill,  3338 

Under  the  existing  law 


On  capital. 


4  per  cent. 


Proat  0.620 
Profit  0.637 
Profit  0.087 
Profit  2. 602 
Profit  0. 338 


Profit  1. 116 
Profit  0. 678 
Loss  0.087 
Profit  1.982 
Profit  0.254 


Profit  0. 747 
Profit  0.360 
Loss  0.712 
Profit  1.866 
Profit  0. 168 


6  per  cent. 


Profit  L  419 
Profit  0.437 
Profit  1.387 
Profit  4. 122 
Loss    0.833 


Profit  1.684 
0.628 
Loss  0.712 
Profit  8. 127 
Loss   0.250 


Profit  0.049 
Profit  0. 060 
Loss  1. 912 
Profit  2. 136 
Loss   0.167 


On  the  80  per  cent  of 
currency  in  ciroolation. 


4  per  cent. 


0.660 
0.706 
0.109 
8.253 
Profit  0.652 


1.860 
1.130 
0.145 
8  80 
Proflt0.'546 


1.818 
0.902 

Loss  L  781 
8.415 

ProfltO.547 


6  per  cent. 


1.775 
0.504 
L788 
5.163 
Loss  0.642 


2.806 
L046 
1.187 
5.211 
LOM  0.538 


Loss 


2.373 
0.171 

Loss  4. 781 
5.34 

Loss  0.588 


Depletioii  of 
capital  in  tak- 
ing ont  the 
onrreney. 


$26,883.80 

80.000.00 

100,000.00 


100,000.00 


26,226.86 

60.000.00 

100,000.00 


25.000.00 


26,226.86 

40,000.00 

100,000.00 


60.000.00 


Tablb  W. 

Statement  showing  the  average  daily  available  cash  balanee,  including  the  gold  reserve,  in 
the  Treasury  of  the  United  States,  compiled  from  the  daily  statements  m  rendered  dur- 
ing the  years  from  1880  to  1897,  inclusivCf  and  is  obtained  by  taking  the  mean  between  the 
highest  and  lowest  available  balance  in  each  month  of  each  year  named. 


( 


Period.* 


Year  ended  December  81— 

1880 

1881 

1882 

1883 

1884 

1885 

1886 

1887 

1888 


ATerage  daily 

ayailable 
cash  balance. 


$148. 
146, 
136, 
141, 
143, 
168. 
194. 
166, 
215, 


899,606 
070,800 
438. 96A 
579,865 
521.015 
601.005 
915.452 
846.364 
058,007 


Period.* 


Arerage  daily 

aTailable 
cash  balance. 


Year  ended  December  81— 

1889 

1890 

1891 

1892 

1898 

1894 

1895 

1886 

1897 


$175, 
167, 
151, 
130. 
115, 
121. 
178. 
243, 
224, 


837.601 
752,822 
889,871 
184,302 
109. 142 
627,868 
746,849 
592,509 
128,758 


OmcB  or  THE  Teeasurer  United  States,  January  t9, 1S98, 


*  From  $30,000,000  to  $50,000,000  shonld  be  added,  avoragee  $40,000,000  to  each  "  balance  "  for  agency 
aoconnts.  They  will  be  lonnd  on  page  87  of  hearings,  etc.,  before  the  Commitlee  on  Banking  and 
Cnxrenoy,  54th  Congress;  and  also  in  Table  P,  page  3fis  of  this  Tolnme.- J.  H.  W. 
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Table  X. 

Statement  skowUig  the  total  amount  of  "gold  eoin  and  gold  eertifieateepaid  into  the  Treaew^ 
of  the  United  Statee  from  any  source,  in  the  regular  way  of  businoBB,  for  each  month «/ 
the  year  ended  December  31, 1897," 


Period. 


1897. 

Janiury 

Febrnary 

March 

April 

May 

June 

Jiily 

Aognst 

September 

October 

NoTember 

December 

Total 


Gh>ldooin. 

Gold 

cerUflcatee. 

Total. 

$0,846,914 

$288,200 

$7, 145, 114 

4,155.490 

29,650 

4, 185, 140 

8, 788. 954 

77,260 

8,866.'/0« 

3,972.416 

32.420 

4,004.8.'i( 

1,943,834 

22,490 

l,966.r:4 

3,032,827 

46,130 

8,078.957 

3.673,887 

51, 410 

8,725.297 

3,080.310 

189.220 

8,810,530 

4,796.794 

111,880 

4,906.124 

7,368.075 

77,430 

7, 445, 505 

4,335,423 

94,000 

4, 429. 42:{ 

5, 569, 506 

99,200 

5.668.706 

63,164,430 

1,078,730 

54,243,160 

Offici  of  Tbxasttbbb  UiRTBD  STATB8,  Januofy  18^  1898. 

Tablb  Y. 

statement  showing  the  amount  of  oapitaly  claims  proved,  dividends  paid,  and  percentage  of 
dividends  to  claims  and  to  capital,  of  insolvent  national  hanks,  classified  according  to 
capital  stock,  1866  to  October  31, 1897,  inclusive. 


Banks. 


Claaaifloation. 


$50,000  and  leea 

Over  $50,000  ^o  $100,000,  Inolnsive. 
Over  $100,000  to  $200,000,  incluslye. 
Over  $200,000  to  $300,000,  inclnsire . 
Over  $300,000  to  $500,000,  indaaive. 
Orer  $500,000 

Total 


Knm- 
ber. 


112 
112 
60 
88 
19 
14 


850 


Capital. 


$5,680,000 
10,329.020 
10, 555, 600 
9,001,500 
8,900,000 
14,111,800 


58,477.420 


Claims 
proved. 


$7,928,060 
17, 124. 255 
16.671,028 
18,424,467 
28,821,505 
32,655,246 


121,624,561 


Dividends 
paid. 


$4,055,504 
9. 727. 158 
10, 162, 167 
11,609,762 
18.569,818 
21,603,099 


76,817,496 


Peroentaice. 


Divi. 

dends  to 

claims. 


51.16 
56.80 
60.06 
68.60 
64.43 
66.15 


62.84 


Divi- 

dends  to 

capital. 


72.68 

94.17 

06.27 

129.98 

208. 65 

153.09 


120.65 


The  foregoing  statement  inclades  all  banks  which  have  been  placed 
in  the  charge  of  receiverSy  the  affairs  of  many  of  which  have  not  been 
finally  clos^. 

Table  Z. 

Treasuby  Department, 

Office  of  the  Seobetabt, 
WashingtoHj  D.  C,  January  28^  1698. 

Sib:  I  have  the  honor  to  acknowledge  the  receipt  of  yonr  letter  of 
the  25tb  instant,  as  follows: 

Yon  said  before  the  committee  that  it  was  impossible  for  the  banks  in  this  country 
to  maintain  gold  redemption,  which  declaration,  I  need  not  say  to  yon,  was  a  very 
great  surprise  to  me^  especially  in  view  of  the  fact  that  specie  redemption  was  main- 
tained by  the  banks  m  tois  conntry  until  the  Goyemment  made  it  impossible  for  them 
to  do  ao  by  its  action  in  the  early  sixties. 

Of  oonrae,  there  was  saspension  in  1857,  etc.,  and  wild-cat  banks  and  dishonorable 
and  dishonest  conditions^  bnt  the  banks  in  New  England  and  the  older  States — hon- 
est bankfl — united  in  assisting  each  other  to  maintain  specie  payments,  and  are  so 
united  in  other  countries  where  individual  banks  are  chartered  and  maintain  gold 
redemption. 

With  a  {penalty  tax  reaching  to  all  banks^  equal  to  one-third  per  annum  of  the 
nominal  capital  of  all  banks  of  loans  and  discount  if  they  failed  to  maintain  gold 
pavmeni,  wiU  you  state  to  the  committee  why  they  would  not  devise  some  means  of 
uniting  uieir  gold  if  permitted  to  do  so,  to  maintain  cold  payments  so  as  not  to  incur 
the  penalty  t^uc  by  allowing  gold  to  go  to  a  premium  f 
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In  reply  to  the  first  clause  of  yonr  letter  I  beg  to  say  that  I  did  not 
intend  to  say  or  to  be  understood  as  saying  that  the  banks  in  thiscoan- 
try  could  not,  under  reasonable  conditions,  maintaiu  gold  redemption  of 
their  own  obligations. 

The  banks  of  this  country  did  it  with  the  modifications  noted  in  the 
second  clause  of  your  letter  until,  as  you  say,  ''The  Government  made 
it  impossible  for  them  to  do  so  by  its  action  in  the  early  'GO's." 

The  third  clause  of  your  letter  asks  me  to  state  "  why  they  (the 
banks)  would  not  devise  some  means  (if  allowed  to  issue  notes  ander 
the  system  proposed  in  yonr  bill)  of  uniting  their  gold  *  *  *  so  as 
not  to  incur  the  penalty  tax  by  allowing  gold  to  go  a  premium f 

It  is  in  answer  to  this  query  that  I  now  write.  Please  understand 
that  what  I  say  is  a  matter  of  opinion — an  estimate  of  probabilities— 
on  a  question  not  capable  of  absolute  determination  until  put  to  the 
test.  My  opinion  is,  very  firmly  felt,  that  the  banks  would  not,  in  con- 
sideration of  the  privileges  conferred,  assume  the  responsibilities  im- 
posed. If  the  legal-tender  money  of  the  United  States  were  gold,  or  if 
the  Government,  having  emitted  $500,000,000  or  more  of  silver  money, 
the  commercial  value  of  which  is  less  than  half  its  fa^e  value,  could  be 
firmly  relied  upon  to  maintain  its  parity  with  gold  by  exchanging  gold 
for  it  at  times  and  in  amounts  that  conditions  might  render  n^ful, 
then  in  that  case  I  think  the  banks  would  not  be  especially  afraid  of 
embarking  under  your  bill;  and,  practically  speaking,  I  think  the  risk 
and  burden  to  the  Government  would  not  be  onerous.  I  offer  the  objec- 
tion that  the  banks,  not  having  been  beneficiaries  of  the  Government's 
past  action  relating  to  the  purchase  and  coinage  of  silver,  will  refuse  to 
assume  the  burden  and  risk  of  its  possible  evil  results  and  thus  allow 
the  Gt)vemment  to  divest  itself  of  such  responsibility.  They  will  bave 
two  reasons  for  refusing. 

First.  They  will  not  wish  to  assume  a  duty  they  are  not  confident 
they  can  discharge.  It  may  be  said  that  the  Bank  of  France  performs 
an  equally  burdensome  duty  now,  and  that  I  believe  is  true,  but  the 
conditions  are  entirely  different.  The  Bank  of  France,  with  its  many 
branches,  gives  the  word  and  absolute  rule  of  action  to  each  of  its 
agents  in  all  these  branches.  They  loan  or  withhold,  they  pay  oat  or 
retain,  in  amounts  and  proportions  as  they  may  respectively  be  directed 
to  do  Dy  the  parent  bank.  Here,  on  the  other  hand,  we  would  have 
twelve,  fifteen,  or  eighteen  thousand  banks,  perhaps,  each  one  intol- 
erant to  interference,  separate  as  grains  of  sand,  with  no  natural  power 
of  cohesion,  each  more  or  less  independent  and  rebellious,  and  I  con- 
ceive it  to  be  impossible  to  devise  any  method  by  which  any  rule  of 
action  could  be  made  uniform  and  operative  through  directions  received 
from  one  common  center  of  government. 

The  second  reason  for  objection  by  the  banks  is  the  penalty  clause. 
Under  your  proposition  a  bank  may  redeem  every  one  of  its  own  notes 
in  gold,  but  if  through  the  operation  of  others  a  parity  between  gold 
and  silver  coin  in  the  financial  market  is  not  maintained,  it  falls  under 
the  category  of  remissness,  and  may  be  subjected  to  a  penalty  for  not 
doing  the  imx>os8ible. 

Respectfully,  yours, 

L.  J.  Gage,  Secretary. 

Hon.  Joseph  H.  Walker, 

Chairman  Committee  on  Banking  and  Currency, 

House  of  Representatives,  United  States. 
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[H.  B.60.   Fifty-fifth  CongreM,  tint  MMlon.] 

Habch  15. 1897.— Mr.  Fowler,  of  New  Jersey^  introdnced  the  following  bill;  whioh 
wae  referred  to  the  Committee  on  Banking  and  Cnrrency  and  ordered  to  be 
printed. 

A  BILL  to  amend  the  nutional-bank  sot,  take  the  United  Statea  Qorernment  ent  of  the  banking 
boeineaa,  refond  the  national  debt,  reform  the  cnrrenoy,  inanre  depoaiton,  improre  and  extend  oar 
banking  ayetem,  and  to  provide  ftmda  in  oaae  of  a  deflat. 

Be  it  emaeUd  hjf  the  Senate  and  Houee  of  Bepreeentativee  of  the  United 
Statee  of  America  in  Congreee  aeeemhled.  That  there  shall  be,  and  there    Department  of 
is  hereby,  created  and  established  a  department  of  finance,  which  finance, 
shall  have  entire  and  exclusiye  control  and  supervision  of  all  national 
banks,  their  right  to  take  ont  secured  circulation  and  issue  their  notes. 

Skc.  2.  That  there  shall  be  three  ministers  of  finance,  who  ghalK^'>^l*^*'*o' 
take  the  place  of  the  Comptroller  of  the  Currency  and  constitute  a^"*''*^ 
board  of  finance:  and  said  board  of  finance  shall  conduct  the  said 
department  of  nuance.  That  said  ministers  of  finance  shall  be 
appointed  by  the  President,  by  and  with  the  advice  and  consent  of 
the  Senate,  and  the  term  of  office  shall  be  for  a  period  of  twelve 
years,  at  a  salary  of  ten  thousand  dollars  per  annum;  and  said  minia- 
ters  snail  be  removed  only  by  and  with  the  consent  of  the  Senate  for 
cause  stated  in  writing.  That  the  term  of  the  first  three  ministers 
shall  be  for  twelve,  eight,  and  four  years,  respectively.  The  minister 
apx>ointed  for  twelve  years,  and  his  successors,  shall  be  known  as 
first  minister  of  finance,  and  he  shiJl  preside  at  all  meetings  of  the 
boM^  of  finance;  and  the  remaining  two  ministers  shall  be  known 
as  associate  ministers  of  finance. 

Src.  3.  That  any  national  bank  now  doing  business^  er  any  other    Who     may 
financial  institution  doing  a  similar  business,  or  any  number  of  organise, 
persons  may,  in  acconlance  with  existing  law,  so  far  as  the  same  is 
consistent  with  this  act,  organize  upon  the  following  terms  and 
conditions: 

If  any  corporation  or  association  of  persons  described  as  aforesaid  .^,|>^  bank  a 
shall  deposit  with  the  United  States  Government  any  of  the  United  "»"  orgwiiae. 
Statea  bonds  now  outstanding,  or  any  that  may  be  hereafter  issued, 
which,  at  their  stated  value  as  herein  set  forth,  (a)  shall  be  equal  to 
the  required  amount  of  circulation  in  the  respective  cases  specified, 
(b)  the  United  States  Government  shall  issue  to  said  corporation,  in 
Hen  of  said  bonds  so  deposited,  United  States  Government  bonds  bear- 
ing interest  at  the  rate  of  two  per  centum  per  annum  (o)  eanal  in 
amount  to  the  value  thereof,  both  principal  and  interest  of  said  new 
bonds  being  payable  in  gold  coin,  and  to  have  the  like  qualities,  priv- 
ileges, and  exemptions  provided  by  the  act  approved  January  four- 
teenth, eighteen  hundred  and  seventy-five,  entitled  "Au  act  to 
provide  for  the  resumption  of  specie  payments ;"  and  said  new  bonds 
shall  thereupon  be  d^osited  with  the  United  States  Government,  and 
circulation  Known  as  United  States  Government  bond  notes  shall 
be  issued  to  said  corporation  in  an  amount  equal  to  the  new  bonds  so 
deposited,  said  United  Statea  Government  bond  notes  being  in  denomi- 
nations of  ten  dollars  or  multiples  thereof. 
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Price  at  which     (a)  That  the  United  States  OoTernmeDt  bonds  now  outstanding 
©riTed.^*^  ^  "'  "^^^^  ^  received  at  the  following  prices,  to  wit: 

28,reg Q,Mar.  95i 

48,1907,reg Q.Jan.  109i 

48,  I907,coiip Q,  Jan.  llOi 

48,1925,reg Q,  Feb.  120| 

4a,  1925,  coup Q,  Fob.  120* 

5e,1904.reg Q.Feb.  113| 

6e,  1904,conp Q,Feb.  U3f 

6e,  cur'cy, '98,  reg .' J.  &  J.  102i 

6s,  cnr'cy. '99.  reg J.  &  .1.  105 

4s(Chrr.),  1897,rcg March.  102 

48  (Cher.),  1898,  reg • March.  102 

4s  (Cher.),  1899,  reg March.  102 

and  that  from  and  after  the  passage  of  this  act  said  bonds  shall  be 
reoeiTod  upon  the  same  income  basis,  respectively. 
Amount    of     (b)   All   banks  organized  under  this  act  shall  fake  ont  for  issne 
United   States  United  States  Government  bond  notes  in  proportion  to  their  respec- 
boSdnoteebike**^*  capital  as  follows:  All  banks  having  a  paid-up  capital  of  one 
■ball  take  oat.     million  dollars  and  over  shall  take  for  issne  nve  hundred  thousand 
dollars  of  such  notes;  all  banks  having  a  paid-up  capital  of  two  hnn- 
dred  thousand  dollars  and  less  than  one  million  aollars  shall  take  for 
issue  an  amount  of  United  States  Qovernment  bond  notes  equal  to 
one  half  of  their  respective  capitals ;  but  no  one  of  said  banks  shall 
take  for  issne  leas  than  two  hundred  thousand  dollars  of  said  notes; 
all  banks  bavins  less  than  two  hundred  thousand  dollars  of  paid-up 
capital  shall  take  for  issue  an  amount  of  said  United  States  Govern- 
ment bond  notes  eoual  to  their  respective  capitals,  and  each  bank 
Tkxtobepaid.  >hall  pay  into  the  United  States  Treasury  oue-rnnrth  of  one  per  oent- 
'  nm  per  annum  upon  the  notes  so  taken  ont  for  issue  as  a  part  of  the 
ftina  to  be  created  and  known  as  "  United  States  national-bank  note 
redemption  fund." 
Bonds,  when     {^)  Tbe  first  one  hundred  million  of  said  two  per  centum  bonds  that 
doe.  are  issued  in  exchange  for  other  United  States  bonds  shall  become  doe 

in  nineteen  hnndred  and  forty-five. 

The  second  one  hundred  million  of  said  two  per  centum  bonds  that 
are  issued  in  exchange  for  other  United  States  bonds  shall  become  due 
in  nineteen  hundred  and  forty. 

The  third  one  hundred  million  of  said  two  per  centum  bonds  that 
are  issued  in  exchange  for  other  United  States  bonds  shall  become  due 
in  nineteen  hundred  and  thirty-five. 

The  fourth  one  hundred  million  of  said  two  per  centum  bonds  that 
are  issued  in  exchange  for  other  United  States  bonds  shall  become  due 
in  nineteen  hundred  and  thirty. 

The  fifth  one  hundred  million  of  said  two  per  centum  bonds  that 
are  issued  iv  exchange  for  other  United  States  bonds  shall  liccomedne 
in  nineteen  hundred  and  twenty-five. 

The  sixth  one  hundred  million  of  said  two  per  centum  bonds  that 
are  issued  in  exchange  for  other  United  States  bonds  shall  become  due 
in  nineteen  hundred  and  twenty. 

The  seventh  one  hundred  million  of  said  two  per  centum  bonds  that 
are  issued  in  exchange  for  other  United  States  bonds  shall  become 
due  in  nineteen  hundred  and  fifteen. 

The  two  per  centum  bonds  that  are  issued  in  exchange  for  the  bal- 
ance of  the  United  States  bonds  then  outstanding  shall  become  due 
in  nineteen  hundred  and  ten. 

That  the  amount  of  United  States  Government  bond  notes  which 
the  banks  organized  under  this  act  are  required  to  take  out  for  issue  . 

may  be  ffradnally  reduced  and  retired  as  follows :  Twenty-five  per  j 

centum  thereof  may  be  retired  in  nineteen  hundred  and  ten,  twenty- 
five  per  centum  in  nineteen  hundred  and  fifteen,  twenty-five  per  centum 
in  nineteen  hundred  and  twenty,  and  the  remaining  twenty-five  per 
centum  in  nineteen  hundred  and  twenty-five. 
An  bondhoM-     All  other  holders  of  United  States  (Government  bonds  are  hereby 
ersmayexcbAnge  authorized  and  entitled  to  exchange  the  same  at  any  time  prior  1^ 
for  new  2  per  cent  January  first,  eighteen  hundred  and  ninety-nine,  for  the  said  new  two 
°^^^^'  per  centum  United  States  (Government  bonds  upon  the  income  basis 

hereinbefore  set  forth. 
Legal  tender     Src  4.  That  said  United  States  Government  bond  notes  shall  be  a 
between  banks,    le^al  tender  between  all  national  banks  and  shall  be  red^m^  in  gold 
com  when  presented  for  payment  at  the  bank  of  issue* 
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Skc.  5.  That  At  the  BAme  time  that  said  corporation,  if  locutod  in  a  ExchAnge  of 
reeerve  city,  shall  deposit  United  States  Government  bonds  as  a^f^re-^Jj®*  /?J  *°^J 
said  it  shall  also  deposit  with  the  United  States  Government  United  banks  in  ranerre 
States  leffal-tender  notes  or  gold  certificates;  or  both,  of  such  ancitie«. 
amount  that  it,  together  with  the  gold  said  corporation  has  on  hand, 
will  equal  fifteen  per  centum  of  its  deposits;  nnd  the  United  States 
Govpmment  shall  deliver  to  said  corporation  gold  coin  in  lieu  of  said 
legal-tender  notes  and  said  gold  certificates.  Said  corporation  shall 
also  deposit  at  the  same  time  with  the  United  States  Government 
United  States  Treasury  notes  or  United  States  silver  certificates,  at 
the  option  of  said  ministers,  or  both,  which,  with  the  silver  coin  then 
held  by  said  corporation,  shall  amount  to  ten  per  centum  of  its 
deposits,  and  the  iJnited  States  Government  shall  deliver  to  said  cor- 
poration in  lieu  thereof  silver  coin  of  an  equul  amount;  and  said 
legal-tender  notes,  gold  certificates.  Treasury  notes,  and  silver  certifi- 
cates shall  be  thereupon  canceled.  Said  corporation  shall  thereafter 
keep  as  a  reserve  twenty -five  per  centum  of  its  deposits  in  the  follow- 
ing kinds  of  money:  At  least  sixty  per  centum  of  said  reserve  shall 
be  in  gold  coin,  and  the  remaining  forty  per  centum  of  said  reserve 
may  be  in  silver  coin  or  United  States  Government  bond  notes:  /Vo- 
videdf  however  J  That  in  lien  of  one-half  of  such  reserve,  cash  on 
deposit,  subject  to  check,  may  be  held  in  reserve  cities. 

Skc.  6.  That  at  the  same  time  that  said  corporation,  if  located  out-  Exchaage  of 
side  a  reserve  city,  shall  deposit  United  States  Government  bonds  as°S***f**fK*4<'*?.* 
aforesaid,  it  shall  also  deposit  with  the  United  States  Govern  men  tJJJJ2de^,^^J 
United  States  legal-tender  notes,  or  gold  certificates,  or  both,  of  such  citiaa. 
an  amount  that  it,  together  with  the  gold  coin  said  corporation  has 
on  hand,  will  equal  nine  per  centum  of  its  deposits;  and  the  United 
States  Government  shall  aelivef  to  said  corporation  gold  coin  in  lien 
of  said  legal- tender  notes  nnd  said  gold  certificates.  Said  corporation 
shall  also  deposit  at  the  same  time  with  the  United  States  (lovernment 
United  States  Treasury  notes  or  United  States  silver  certificates,  at 
the  option  of  said  ministers,  or  both,  which,  with  the  silver  coiu  then 
held  by  said  corporation,  shall  amount  to  six  per  centum  of  its 
deposits,  and  the  United  States  Government  shall  deliver  to  said  cor- 
poration in  lien  thereof  silver  coin  of  an  equal  amount ;  aud  said  legal- 
tender  notes,  gold  certificates.  Treasury  notes,  and  silver  certificates 
shall  be  thereupon  canceled.  Said  corporation  shall  thereafter  keep  as 
a  reserve  fifteen  per  centum  of  its  depoMits  in  the  following  kinds  of 
money :  At  least  sixty  per  centum  of  said  resbrvo  shall  be  in  gold  coin, 
and  the  remaining  forty  per  centum  of  said  reserve  maybe  in  silver 
coin,  or  United  States  Government  bond  notes:  Provided^  hmcever, 
That  in  lieu  of  one-half  of  such  reserve,  cash  on  deposit,  subject  to 
check,  may  be  held  in  reserve  cities. 

6kc.  7.  That  the  United  States  Government  shall  not  pay  out  or    United  StatM 
reissne  any  United  States  legal-tender  notes  or  gold  certificates  from  ^  ZJJTu  "no°«» 
and  after  the  first  day  of  January,  eighteen  hunc&ed  and  ninety-eight,  q,  certiticates 
but  the  same  when  received  shall  bo  canceled  and  destroyed:  and  after  1898-M. 
farther,  that  the  United  States  Government  shall  not  pay  out,  issue, 
or  reissue  any  United  States  Treasury  notes  or  silver  certificates  from 
and  after  the  first  day  of  Januarv,  eighteen  hundred  and  ninety-nine, 
bnt  the  same  when  received  shall  be  canceled  and  destroyed. 

Sec.  8.  That  any  corporation  organized  under  this  act  may,  with  the  Mayiaaaenotea 
pemiiseion  and  under  the  supervision  and  control  of  the  board  of  •B^i'^*  ••••*•• 
finance,  iesne  its  own  circulation,  which  shall  be  furnished  by  the 
United  States  Government  and  be  known  as  United  States  national- 
bank  notes.  Said  United  States  national-bank  notes  shall  be  issued 
in  denominations  of  ten  dollars  and  multiples  thereof,  and  shall  be  a 
first  lien  npon  the  assets  of  the  bank  issuing  the  same,  and  also  upon 
the  liability  of  the  stockholders,  and  may  be  issued  only  in  the  follow- 
ing manner  and  upon  the  following  conditions : 

First.  Every  bank  issuing  United  States  national-bank  notes  shall  Reaerve  of 
at  all  times  maintain  against  the  amount  of  such  notes  outstanding  a  banka  against 
reserve  corresf>onding  to  that  required  against  its  deposits.  against  aMeto. 

Second.  Any  bank  that  shall  have  complied  with  this  law  may,  with    Notes  againat 
the  consent  and  under  the  supervision  and  control  of  the  board  of  aaaeta,    how  ia- 
finanoe,  issue  an  amount  of  United  States  national-bank  notes  equal  ^''^* 
to  twenty  per  centum  or  ono-fiith  of  its  paid-up  and  unimpaired  capi- 
tal, and  shall  pay  npon  such  an  amount  thereof  as  may  be  outstand- 
ing at  any  time  a  tax  at  the  rate  of  one  per  centum  per  annum. 
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Third.  Stiid  bank  may  icsne  a  Recond  amoniit  of  such  notM  equal  to 
twenty  per  oentnm  or  one-flftb  of  its  paid-npand  unimpaired  capital, 
and  shall  pay  upon  such  an  amoont  thereof  as  may  be  outstanding  at 
any  time  a  tax  at  the  rate  of  two  per  centum  per  annum. 

Fourth.  Said  bank  may  issue  a  third  amount  of  notes  equal  to 
twenty  per  centum  or  one-fifth  of  its  paid-up  and  unimpaired  capital, 
and  sliall  pay  upon  such  an  amount  thereof  as  may  be  outstanding  at 
any  time  a  tax  at  the  rate  of  four  per  centum  per  annum. 

Fifth.  Said  bank  may  issue  a  fourth  amount  of  notes  equal  to 
twenty  per  centum  of  its  paid-up  and  unimpaired  capital,  and  sball 
pay  upon  such  an  amount  thereof  as  may  be  outstanding  at  sny  time 
a  tax  at  the  rate  of  six  per  centum  per  aununi. 

Sixth,  i^aid  bank  mav  issue  a  fifth  amount  of  notes^  equal  to  twenty 
per  centum  or  one-tifth  of  its  paid-up  and  unimpaired  capital,  and 
shall  pay  upon  such  an  amount  thereof  as  may  bo  outstanding  at  any 
time  a  tax  at  the  rate  of  right  per  centum  per  annum. 

Seventh.  If  the  amount  of  United  States  national-bank  notes  issued 
by  any  bank  shall  exceed  at  any  time  the  paid-up  and  unimpaired 
capitiu  of  said  bank,  a  tax  at  the  rate  of  ten  per  centum  per  annum 
shall  be  paid  by  said  bank  on  such  excess. 
SnspenBion  of     Eighth.  That  said  ministers  of  finance  are  hereby  authorised  and 
tax  upon  notes,   empowered  to  suspend  one-half  of  said  tax  upon  any  one  or  all  of  the 
said  several  issues  of  Unitetl  States  national-bank  notes  at  any  time 
after  nineteen  hundred  and  t«n,  and  at  any  time  after  nineteen  hun- 
dred and  twenty  said  ministers  of  finance  are  further  authorized  and 
empowered  to  suspend  any  portion  of  the  tax  then  remaining  except 
the  ten  per  centum  tax  referred  to  in  paragraph  seven. 
Redemption     Skc.  9.  That  all  taxes  so  paid  to  the  Government  upon  said  United 
ftmd,hoir  used,  grates  Government  bond  notes  and  said  United  States  national-bank 
notes  shall  constitute  and  be  known  as  the  **  Unitexl  States  Natiooal- 
bank  Note  Redemption  Fund,"  and  be  held  exclusively  for  the  redemp- 
tion, first,  of  the  United  States  Government  bond  notes;  second,  for 
the  United  States  national-bank  notes  in  the  event  of  the  liquids- 
Use  of  ezooM  (ion  of  any  bank  organized  under  this  law :  Provided,  Aoiverer,  That 
over  5  per  cent,    ^jj^^  g^jj  "Redemption  Fund  "  shall  exceed  five  per  centum  of  both        f 
the  United  States  Government  bond  notes  and  the  United  States 
national-bank  notes  such  excess  shall  belong  to  the  United  States 
Government,  and  may  be  used  by  it  to  defray  its  geueral  expenses. 
Clenrlng-honse     Sbc.  10.  That  the  board  of  finance  shall  divide  the  United  States 
distHcts,  how  in^o  clearing-house  districts,  and  each  bank  organized  under  this  act 
Bonkimuetbe-  shall  belonff  distinctively  to  some  one  district,  aud  the  number  of  such 
long  to  soDio  dis-  district  shall  be  plainly  and  prominently  printed  upon  the  said  United 
trict.  States  national-bank  notes  issued  by  the  banks  located  therein.    The 

Notes  mnit  be  several  banks  of  each  district,  upon  receiving  United  States  natioiisl- 
dutn't^  ^<*^'>®i''  bank  notes  belonging  to  any  other  district,  uiall  forward  the  same  to 
dutnct.  ^  bank  in  a  clearing-house  city,  which  shall  return  them  to  the  district 

to  which  they  belong. 
Lefpd  tender     Sso.  11.  That  the  said  United  States  national-bank  notes  shall  be  a 
between  banks,  legal  tender  at  par  between  all  national  banks,  and  the  same  shall  be 
redeemed,  upon  presentation  at  the  bank  of  issue,  in  gold  coin,  or,  st 
the  option  of  the  bank  of  issue,  forty  per  oentnm  wereof  msy  be 
redeemed  in  United  States  Government  bond  notes. 
Bsaki  outside     Ssc.  12.  That  each  bank  organized  under  this  act  and  doins  busi- 
mnst    clear negs  outside  of  a  clearing-house  city  shall  select  some  nationw  bank 
SSTfncIiiriM. '»  ***•  clearing-house  city  of  its  own  district  through  which  it  shall 
bonse  city.         redeem  its  United  States  national-bank  notes  in  gold  coin,  or  at  the 
option  of  said  redemption  bank  forty  per  centum  thereof  may  be 
redeemed  in  United  States  Government  bond  notes;  and  for  said  par- 
pose  shall  keep  on  deposit  with  said  bank  a  reserve  of  five  per  oentam 
of  the  amount  at  any  time  outstanding,  and  said  five  per  centum  msy 
be  considered  a  part  of  its  required  reserve. 
Banks    with     Sec.  13.  First.  That  in  cities  with  less  than  two  thousand  populs- 
go.000    author-  tion  banks  may  be  organized  under  this  act  with  a  capital  of  twenty 
^'^'  thousand  dollars,  or  any  greater  amount  in  multiples  of  five  thouasoa 

dollars ;  but  no  bank  shnll  be  organized  in  any  reserve  city  with  a  less 
capital  than  one  hundred  thousand  dollars. 
Branohea  may     Second.  That  under  such  regulations  and  restrictions  aa  shall  be        | 
be  esubllabed.    established  by  the  said  ministers  of  finance,  national  banks  organized 
under  this  act  may  establish  branch  banks  by  and  with  the  consent  of 
said  ministers,  such  branch  banks  to  have  the  right  to  receive  deposits. 
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BMke  loana)  grant  dioconnta,  and  boy  and  sell  exchange,  bnt  in  n* 
caae  to  be  i>ermitted  to  iaaae  oircnlating  notea  other  than  thoaoof  tba 
Iiarent  bank.  It  shall  in  all  reapeota  be  oonaidered  aa  a  part  of  the 
parent  bank,  and  in  eaeh  oaae  wneie  such  branohea  are  maintained 
the  ministers  of  finance  shall  receive  in  the  reports  of  the  oentral  bank 
a  statement,  properly  sworn  to  and  attested,  of  the  oondition  of  its 
branches. 

Said  ministers  of  finance  shall  also  have  the  right  of  separate  and 
independent  ezaminationa,  and  theT  may,  whenever  they  deem  it 
necessary,  require,  before  granting  ihe  right  to  any  bank  to  maintain 
branches,  that  the  paid-np  capltalstoek  of  such  bank  be  increased  to 
an  amonnt  to  be  fixed  by  them. 

Sec.  U.  Firat.  That  in  the  event  of  the  liquidation  of  any  national    United  BtstM 
bank  organised  under  thia  act  the  United  Statea  (Government  ■^•U9^^T*^^?^J'^ 
redeem,  up^on  preaentatlon,  after  notice  given  aa  herein  provided,  any  notes. 
of  said  United  States  Government  bond  notes  or  said  United  States 
national-banknotes,  reimbursing  itself  for  the  full  amonnt  thereof  out 
of  the  assets  of  said  bank,  and  diatribute  the  remaining  aaaeta  among 
ihe  depositors  and  all  others  having  claims  in  the  same  manner  as  now 
provided  bylaw. 

Second.  That  tmrn  the  time  of  the  suspension  of  said  hank  np  to  the  Notes  to  beer 
date  set  by  said  ministers  of  finance  for  the  redemption  of  said  United  ^tereet. 
States  national-bank  notea,  they  ahall  bear  intereat  at  the  rate  of  five 
per  centum  per  annum.  Such  notice  shall  be  given  in  some  newspaper 
printed  in  the  o]earin|f-hou8e  city  where  said  notea  were  cleared ;  but 
nothins  herein  contained  shal]  be  oonatmed  to  impose  any  liability 
upon  the  Government,  of  the  United  Statea,  or  any  of  ita  repreaenta- 
tivea,  beyond  the  amonnt  available  firom  time  to  time  out  of  said 
'*  United  States  National- bank  Note  Redemption  Fund." 

Sbc.  15.  First.  That  any  bank  organized  under  this  act  may  at  any  Banks  msy  hi* 
time  after  nineteen  hundred  and  five,  with  the  oousent  of  the  minis-  '^"^  depoaltois. 
tero  of  finance,  insure  its  depositors  against  loss  by  paying  into  the 
United  States  Treasury  one  per  centum  upon  the  average  balance  of 
deposits  of  the  preceding  fiscal  year,  and  one-half  of  one  per  centum 
upon  the  average  annnal  balances  thereafter  until  the  amount  so  paid 
into  the  UnitecTstates  Treasury  by  said  bank  shall  amount  to  five  per 
eentum  of  the  average  balance  of  said  bank  for  the  last  ]f  receding 
year,  and  that  said  ministers  of  finance  may  then  suspend  said  tax  for 
the  time  being.  If  the  deposits  of  said  bank  shall  increase,  or  for 
any  reason  tat  amonnt  of  the  insurance  fund  to  the  credit  of  said 
bank  shall  be  less  than  five  per  oentnm  of  the  deposits,  said  ministeia 
may  reimpoae  said  tax  of  one-half  of  one  per  centum  upon  the  deposits 
of  said  bank;  and  if  said  bank  shall  fisil  to  pay  such  tax  at  any  time 
after  the  payment  of  said  cue  per  centum  the  amount  already  paid  by 
said  bank  anall  be  forfeited  to  the  United  Statea  Government  and  the 
inanranoe  of  aaid  depoaitors  shall  thereupon  cease. 

Second.  That  the  amounts  of  money  so  received  shall  constitute  and    Depositon*  in- 
be  known  as  the  '*  Depositors'  Insurance  Fund,"  and  each  bank  shall  eonaoe  ftmd. 
be  entitled  to  receive  interest  upon  the  amonnt  standing  to  its  credit 
in  said  **  Depositors'  Insurance  Fnnd,''  at  the  rate  of  two  per  centum 
per  annnm,  and  the  same  shall  be  a^Jnsted  annuaJly  on  the  thirtieth 
nay  of  June. 

Third.  That  in  the  event  of  the  suspension  of  payment  hj  any  bank    United  States 
so  insured  of  anv  of  its  liabilities  aa  they  accrue,  the  United  Statea  Oovernment 
Government  ahall,  within  sixty  days  thereafter,  no  reorganisaldon {^  ^ •  izt t 
then  pending,  pay  the  depositors  of  such  bank  iu  full  all  their  just  days, 
claima  if  no  quesuon  has  oeen  raised  thereto;  but  nothing  herein  con- 
tained shall  be  construed  to  impose  any  liability  on  the  Government 
of  the  United  States,  or  any  of  its  representatives,  beyond  the  amount 
available  from  time  to  time  out  of  said  '*  Depositors'  Insurance  Fund." 

Fourth.  That  the  United  States  Government  shall  thereupon  reim-    United  States 
burae  itself  ont  of  the  aasetsof  said  bank  for  any  and  all  such  moneys  OoTernment 
paid  out  on  account  of  said  depostta,  less  the  amount  standins  to  the  J^  mmDune 
eiedit  of  said  bank  in  said  **  Depositors'  Insurance  Fund ;  **  and  the  re- 
maining asaeta  ahall  be  distributed  among  the  creditors  in  the  tame 
manner  aa  now  provided  by  law. 

Ssc.  16.  That  all  moneys  received  by  the  United  States  Government    Onarantee 
on  account  of  the  tax  upon  United  States  GN>vernment  bond  notes  and  f^ffj!^^  ^  ^ 
United  States  national- oank  notes,  or  on  account  of  the  taxes  paid  to    ^**^* 
insnre  depoaitors  against  loss,  may  be  invested  in  the  following  olasaea 
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of  securities,  and  noolhers:  First,  United  States  GovemmeDt  bonds 
or  United  States  certificates  of  indebtedness;  second,  the  bonds  of 
tokj  State  which  has  not  defaulted  in  the  payment  of  either  principsl 
or  interest  of  any  of  its  indebtedness  for  twenty  years  just  preceding 
•nch  investment;  third,  the  bonds  of  any  city  in  the  United  States 
having  a  population  of  more  than  one  hundred  thousand,  and  which 
has  not  defaulted  in  the  payment  of  either  principal  or  interest  of  any 
of  its  indebtedness  for  twenty  years  J  nst  preceding  such  investment.  / 

Means    minis-     ^KC.  17.  That  for  the  purpose  of  carrying  this  act  into  effect  and  v 

ten  hare  of  car-  enabling  the  banks  organized  hereunder  to  maintain  their  required 

'*ffl2f  ****"* *"*^'®**'^*®»  *°^  ^^^  ^^®  purpose  of  equalizing  and  adjusting  the  relative 
effect.  Qg^  of  gold  and  silver  in  the  United  States,  the  ministers  of  finance 

are  hereby  authorized  and  empowered  to  sell  and  dispose  of  any  of  said 
new  two  per  centum  bonds  at  par  for  gold  coin,  or  to  exchange  the  same 
for  any  of  the  legal-tender  money  of  the  United  States  at  par ;  the  bonds 
so  sold  or  exchanged  to  be  issued  in  denominations  of  twenty-five  dol- 
lars, or  multiples  thereof,  at  the  option  of  the  boyer,  and  to  become 
dae  and  payable  in  nineteen  hundred  and  fifty;  and  the  said  minis- 
ters, for  the  same  purpose  (with  the  concurrence  of  the  Secretary  of 
the  Treasury),  are  also  authorized  and  empowered  to  exchange  from 
time  to  time  gold  bullion  or  gold  coin  for  silver  bullion  or  silver  coin, 
and  silver  bullion  or  silver  coin  for  gold  bullion  or  gold  coin. 
Loans tooffioers     Sec.  18.  That  the  loans  and  disconnts  of  any  bank  organized  under 
and  employees,    fjija  ^ct  granted  to  its  executive  officers  or  employees  shall  in  no  case, 
directly  or  indirectly,  exceed  ten  per  centum  of  the  capital,  and  the 
same  shall  be  secured  by  proper  collateral,  or  by  an  additional  signa- 
ture or  signatures  of  financially  responsible  persons  to  the  notes  taKcn, 
and  that  the  same  be  made  only  upon  the  written  approval  of  a  minor- 
ity of  the  board  of  directors  and  a  Hcparate  record  thereof  kept. 
Loans  to  dlreo-     Sec.  19.  That  no  loan  shall  be  made  to  a  director  not  an  execntlve 
tors  mast  be  se-  officer  of  the  bank  except  either  upon  a  deposit  of  good  and  safficient 
iMdb ** boSSd***^  collateral  security,  or  upon  a  note  given  therefor  bearing,  in  addition 
y  Doara.     ^  Buch  director's  own  name,  the  signature  or  signatures  of  one  or  more 
financially  responsible  persons,  or  unless  a  resolution  has  been  passed 
by  the  board  of  directors  and  signed  upon  the  record  by  at  least  a 
tw'o- thirds  majority  thereof  giving  to  such  director  a  line  of  credit 
Covering  any  advances  to  be  made  to  him. 
Penalty  for     Sec.  %.  That  any  president,  vice-president,  cashier,  assistant  cash- 
breaking  law  by  ier,  or  employee  of  any  bank  organized  under  this  Act  who  shall  be 
•™®"'**  c6nvicted  of  unlawfully  borrowing  or  using  any  of  the  funds  of  the 

bank  with  which  they  are  connected  shall  be  imprisoned  for  ten  years, 
and  any  officer  of  any  such  national  bank  at  the  time  of  its  failure 
shall  be  ineligible  to  any  official  position  in  any  national  bank 
thereafter. 
Not  to  engage     Sbc.  21.  That  it  shall  be  unlawful  for  any  national  bank  to  engage 
in  specolation.    in  the  promotion  of  any  enterprise,  or  to  loan  the  fund  a  of  the  bank 
npon  tne  bonds  or  securities  of  incomplete  .and  partially  developed 
projects  of  any  kind,  such  as  partially  constrncted  railroads,  street- 
car lines,  electric-ligiit,  gas,  water,  mining,  manufacturing,  or  irriga* 
tion  plants. 
Directors  most     Sbc.  22.  That  upon  a  day  in  each  year  t>o  be  designated  bv  said  min* 
examine.  isters  of  finance,  the  directors  of  the  national  banks  shall  be,  and  are 

hereby,  required  to  make  an  examination  of  the  affairs  of  the  bank 
with  which  they  are  connected  and  submit  their  report  thereon  npon 
blanks  furnished  bv  said  ministers,  and  said  report  shall  be  signed  by 
at  least  three-fourths  of  said  directors. 
Assistant     ^'C*  ^^*  That  the  assistant  cashier,  in  the  absence  of  the  cashier, 
cashier  may  sign  or  on  account  of  his  inability,  shall  be,  and  he  is  herciiy,  authorized 
^ott»,  to  sign  the  circulating  notes  of  the  bank,  and  sign  and  make  oath  or 

affirmation  to  the  reports  called  for  by  said  ministers  of  finance  show- 
ing the  condition  of  the  bank  with  which  he  is  connected,  and  sach 
Oaths  may  be  oath  or  affirmation  and  all  others  required  of  bank  officers  may  be 
taken,  how.        administered  by  any  notary  public  or  commissioner  of  deeds. 

Clearing-houde  SEC.  24.  That  the  clearing  houses  of  the  respective  districts  shall 
®^*'^*"  ™*X  ^  act  under  charters  granted  by  the  United  States  Government,  running 
Smmt.  *^®''  ^^^y  y^^^  *^'f  authorizing  them  to  effect  clearances  between 

banks  and  to  do  other  business  for  and  between  banks,  in  accordance 
with  such  rules  and  regulations  as  may  be  prescribed  by  aaid  minis- 
ters of  finance  from  time  to  time. 
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Skc.  25.  That  to  provide  for  any  temporary  doficioiicy  now  existing  Deflcioncy  in 
in  the  Treasury  of  the  United  States,  or  which  may  hereafter  occur,  JJ^y"^^  tor^br 
the  Secretary  of  the  Treasury  is  hereby  anthoi-ized,  at  his  discretion,  g^e  of  bonds, 
to  Issno  certificates  of  indebtedness  of  the  United  States,  payable  in 
from  one  to  five  years  after  their  date,  to  the  bearer,  in  gold  coin,  of 
the  denomination  of  twenty-five  dollars,  or  multiples  tnereof,  with 
annnal  coupons  for  interest  at  a  rate  not  to  exceed  three  per  centum 
per  annum,  and  to  sell  and  dispose  of  the  same  for  not  less  than  an 
equal  amount  of  gold  coin  at  the  Treasury  Department  and  at  the 
snbtrcasurics  and  designated  depositoried  of  the  United  States  and  at 
such  post-offices  as  he  may  select.  And  such  certificates  shall  have 
the  like  qualities,  privileges,  and  exemptions  provided  in  the  resump- 
tion act  (approved  January  fourteenth,  eighteen  hundred  and  seventy- 
five,  entitled,  "An  act  to  provide  for  the  resumption  of  specie  pay- 
ments'')  for  the  bonds  therein  authorized.  And  the  proceeds  thereof 
shall  be  used  for  the  purpose  prescribed  in  this  section  and  tor  no  other. 

Skc.  26   That  all  acts  or  parts  of  acts  inconsistent  with  the  forego- 
ing shall  be,  and  the  same  are  hereby,  repealed. 


TEXT  OF  THE  WALKER  BAMING  BILL 


[fi.  B.  8883,  Fifty-fifth  CoogreM,  Moond  seaaioii.] 

Mat  24, 1897.— Mr.  Walker,  of  MMsaohnsettBjntrodticed  the  following  bill;  whioli 
was  referred  to  the  Committee  on  Banking  and  Carrenoy  and  ordered  to  be 
printed. 

Januabt  11, 1898. — Reported  to  the  Honse  and  ordered  to  be  printed,  and  recom- 
mitted to  the  Committee  on  Banking  and  Cnrrency. 

Banks    to  or-  A  BILL  to  so  change  the  naUonal-buik  aot  as  to  seonre  to  the  people  in  all  aectiooa 

Smiae  nnder  «z-  of  the  obontrj  an  eqoal  opportnnlty  to  firaely  ase  paper  money, 

ting  law  except 
as  modified. 

Be  it  enacted  hjf  the  Senate  and  Houee  of  Jiepreeentatiree  of  the  United 
State$  of  America  in  Congreee  aseemhUd,  That  hereafter  banking  aaeo* 
oiations  shall  not  be  required^  "preliminary  to  the  commencing  of  the 
No   United  banking  business,"  or  in  continnanoe  thereof,  to  "transfer  and  de- 
States  bonds  re-  Uver  to  the  Treasurer  of  the  United  States,"  or  as  security  for  circn- 
quired.  lating  notes,  any  United  States  bonds;  and  sny  national  banking 

association  that  has  trnnsferred  and  delivered  such  bonds  to  the  Treas- 
urer, upon  depositing  lawful  money,  in  compliance  with  section  two 
of  this  act,  may  recover  such  bonds  f^m  the  Treasurer  upon  comply- 
ing with  the  conditions  prescribed  for  the  reassignment  of  such  bonds 
Bonds  d^MM-  to  associations  in  liquidation;  and  the  Treasurer  of  the  ITuit'Cd  States 
inn^  is  hereby  authorized  and  directed  to  reassign  and  deliver  such  bonds 

to  the  association  from  which  he  received  them  upon  beiu^  notitied 
by  the  Comptroller  of  the  Currency  that  such  association  is  in  compli- 
ance with  section  two  of  this  act;  and  in  place  of  United  States 
bonds,  as  heretofore  required,  banking  associations  shall  deposit  law- 
Ail  money  in  amount  sufficient  to  take  out  the  United  States  legal- 
tender  circulating  notes  described  in  section  two;  and  the  taking  out 
of  such  notes  is  hereby  required  of  such  associations  preliminary  to 
the  commencing  of  the  banking  business. 
Baaksin  pl^oes     In  places  of  less  than  four  thousand  inhabitants,  with  the  permission 
InhaWtimS        ®^  the  Comptroller  of  the  Currency,  banking  associations  may  be 
organized  with  a  paid-up  capital  of  not  less  than  twenty  thousand 
dollars. 
Capital  iscapi-     The  word  capital  as  used  in  this  act  shall  be  held  to  mean  the  enm 
tal«  snrolos,  and  of  the  nominal  capital  plus  the  surplus  and  undivided  profits  of  asso- 
ludlviaed   prof-  ciationsi  and  as  snown  by  the  last  published  annual  report  of  the 
^'  Comptroller  of  the  Currency  when  such  items  concerning  the  bank  in 

question  are  published  in  such  report. 

Sbc.  2.  That  upon  the  delivery  of  coin,  coin  certiAcates,  or  United 

States  legal-tender  notes,  including  Treasury  notes,  to  the  Treasurer  of 

the  United  States  in  sums  of  one  hundred  dollars  or  any  multiple 

thereof,  and  in  amount  equal  as  near  as  may  be  to  twelve  and  one-half 

per  centum  of  its  capital,  thereupon  it  8h%ll  be  entitled  to  receive  from 

To    reoeiTethe  Comptroller  of  the  Currency  United  States  legal-tender  notes  of 

uS^tmif^^notM  *^^ff®'®"*  denominations,  having  printed  on  their  reverse  side  the  cir- 

Smbined    with  oulatiuj^  note  of  the  association,  in  blank,  registered  and  countersigned 

bank  notes.         as  provided  by  law,  equal  in  amount  to  the  coin,  coin  certificates,  and 

United  States  legal- tender  notes,  including  Treasury  notes,  deliTcred ; 

and  any  association  may  at  any  time  increase  such  delivery  of  sneh 

moneys  to  an  amount  equal  to  one-half  of  its  capital,  and  receive 

such  circulating  notes  thereon  to  the  amount  of  aucn  delivery  of  such 

money. 
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Tho  promise  of  the  Msociation  receiving  and  issiling  snoh  notes  to 
pay  the  same  on  demand  shall  be  attested  by  the  signatnre  of  the 
president  or  vice-president  and  cashier  or  assistant  cashier  before 
being  issued  by  it. 

The  Secretary  of  the  Treasury  is  hereby  authorized  to  issue  United   Volotneopegal- 
States  legal-tender  notes  of  tho  act  of  March  third,  eighteen  hundred  gJJ*?  ^ 
and  sixty-three,  to  the  amount  necessary  to  carry  into  effect  the  pro- 
visions of  this  act. 

The  lawful  name  and  description  of  the  notes  issued  under  this  sec-    Greenbiiokt, 
tion  shall  be  greenbacks.  '»^^°>  "»»"«• 

Sec.  3.  That  the  Comptroller  of  the  Currency  shall  issue,  in  blank,    Hav  iiiaue  oir- 
circulating  notes  of  different  denominations,  to  any  association,  and<^^^°S  notes 
the  association  may  issue  the  same  in  addition  to  the  greenbacks  2^^^"®^'* 
described  in  the  preceding  section  eaual  in  amount  to  tho  amount  of 
the  flnreenbacks  taken  out  by  it  until  the  setting  aside  of  the  gold  in 
the  Treasury  of  the  United  States  Jbo  redeem  certain  legal-tender 
notes  as  described  in  the  section  next  succeeding.    Thereafter  he  shall 
issue  to  any  association,  and  the  association  may  retain  and  issue,  the 
notes  described  in  this  section  at  his  discretion,  but  not  less  in  amount 
than  the  amount  of  the  greenbacks  taken  out  by  such  association,  and 
not  to  exceed  in  amount  the  amount  of  its  unimpaired  capital.    Each 
association  taking  out  the  notes  described  in  this  section  shall  add  to 
its  current  redemption  fund  and  keep  therein  a  sum  in  lawful  money 
equal  in  amonnt  to  five  per  centum  of  such  notes  it  arerages  to  keep    Five  per  cent 
in  circulation  as  found  from  time  to  time;  such  five  per  centum,  "^•'"P*'®" '^"^ 
together  with  the  five  per  centum  mentioned  in  the  next  section,  shall  ®"'  <"*"*°®y' 
be  held  for  the  redemption  of  its  greenbacks  and  notes  issued  to  it 
under  this  section. 

That  the  lawful  name  and  description  of  notes  iuued  under  this  Lawfhl  nsme, 
section  Hhall  be  currency.*  All  currency  shall  have  printed  on  its  ^'"S*"*'^* 
reverse  side  the  statement  that  it  is  to  be  finally  redeemed  and  paid  by  tobe  flnaUypak{[ 
the  Treasurer  of  the  United  States.  The  Comptroller  of  the  Currency  May  print 
may  cause  a  supply  of  currency  and  of  greenbacks  to  be  printed  for  i^otee  in  antici- 
aMociatione  in  anticipation  of  immediate  delivery  to  them.  pation  of  a«e. 


Sec.  4.  That  the  Treasurer  of  the  United  States  shall  forthwith    Ninetr-fiTeper 

g  United  States  legal-tender  notes  i8*"ed  J*"*  ^j"«J^ 
under  acts  passed  before  July  first,  eighteen  hundred  and  ninety,  and  dt^tro>'«d  as  new 


redeem  and  destroy  existinj 


Snt  in  circulation  previous  to  the  passage  of  th  is  act,  in  such  manner  as  legal   tender  is 
e  may  deem  proper,  equal  in  amount  to  ninety-five  per  centum  of  the  issued, 
aggregate  of  the  coin,  coin  certificates,  and  United  States  legal-tender 
notes,  including  Treasury  notes  received  for  greenbacks  issued  to  ban  k-    ^ive  per  oent 
ing  associations;  and  the  Treasurer  shall  set  aside  five  per  centum  of  JjJ?*.^  JiS?  f^ 
snch  aggregate,  which,  together  with  the  five  per  centum  mentioned  ^rreat  reSem^ 
in  the  previous  section,  shall  be  held  for  the  current  redemption  of  the  tion  fund, 
greenbacks  and  currency  of  the  association  making  snch  deposit. 

When  there  shall  be  no  more  in  amonnt  of  United  States  legal- 
tender  notes  outstanding  issued  before  July  first,  eighteen  hundred     _  , ,  .    _ 
and  ninety,  than  the  amonnt  of  the  gold  then  held  by  the  Treasurer  - JS**i2t  .Jde^ 
for  ^e  redemption  of  such  notes,  the  gold  so  held  shall  then  be  set  reJeemoIdissaea 
aside  by  the  Treasurer  of  tho  United  States  and  used  only  to  redeem  of  legal- tender 
snch  notes,  which  notes  upon  being  so  redeemed  shall  be  destroyed ; '  notes. 

*  Net  assets  of  national  and  State  banks,  in  capital,  surplus,  and  un- 

divided profits $1,350,000,000 

All  kinds  of  paper  money  in  circulation 1, 095, 377, 992 

Profits  to  bank  on  currency  under  existing  law  and  conditions,  about  one-fourth 
of  1  per  cent. 

As  lUil  taxes  except  one-fifth  of  1  per  cent,  safety-fund  tax,  are  removed,  the  aver- 
age profit,  taking  tiie  country  over,  under  this  bill,  en  the  currency  kept  OQt,  would 
be  aooat  6  per  cent.  Nothing  is  gained  on  the  greenbacks  and  6  per  oent  on  the 
reserve  notes. 

The  entrency  issued  is  not  "  reserve  certificates.''  It  is  in  no  sense  *'  issued  against 
the  reserve  held.*'  They  hold  exactly  the  same  relation  to  the  ''reserve  held"  as 
aoT  oUier  liability  of  the  banks.  For  each  $95  of  old  issue  of  greenbacks  that  are 
redeemed  and  destroyed,  $100  of  new  greenbacks  are  issued  and  $100  of  reserve 
BOteSy  making  $£200  of  currency  for  each  $95  retired. 

*  Outstanding  0nited  States  legal-tender  notes $346, 000, 000 

Qdld  ndemption  fnnd  in  Treasury  in  February,  1896 « 146, 000, 000 

Total  legal-tender  notes  to  be  assumed  by  banks 200, 000, 000 

to  reliye  the  situation.    Thus,  when  the  banks  have  assumed  the  current  redemption 
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Cortain  legal-  and  from  and  after  thirty  days  from  the  setting  aside  of  gold  herein 
tender  notescan mentioned,  Buch  notes  shall  not  be  used  by  any  banking  association 
reservrfand.  ^  ^^  redeeming  its  notes^  or  be  counted  in  the  reserve  fund  of  any 
Old  United  natioual-banKinif  asHociation,  or  be  a  legal  tender  for  any  debt  due 
States  legal-  and  payable  in  the  United  States  excepting  ^br  duties  due  and  pays- 
toSm'm*^*Sl  °**  ^^®  ®°  fi^*^^"  imported  into  the  United  States.* 

iLmon^n t  of    That  upon  the  setting  aside  of  the  gold  herein  directed,  a  snm  of 

1  e  g  a  l-t  e  nder  money  e<|ual  in  amount  to  all  moneys  suoseqnently  paid  into  theTrcas- 

iiotea  limited.      nry  of  the  United  States  in  exchange  for  greenbacks  shall  be  held  in 

the  Treasury  as  a  separate  fund,  out  of  which  the  Treasurer  shall,  from 

time  to  time,  redeem  greenbacks  held  by  certain  associations  in  amount 

and  manner  as  follows,  to  wit: 

Redaction    of     When  such  funds  shall  amount  to  one  per  centnni  of  the  total  unionnt 

1  eg  a  l-t  en  d  e  r  ^f  greenbacks  taken  out  under  this  act  by  a«<sociation8  before  the  aet- 

rMuIr^  to  tak^**"g  '^i^®  ®^  K®^^  ""^  ^^^^  ^^^^  ^^  *^^«°*'  ^^  oftener,  he  shall  call  in, 
'  redeem,  and  cancel  such  greenbacks  so  held  that  are  in  excess  of  the 
total  amount  of  such  notes  issnetl  to  bankiug  associations  and  held  by 
them,  previous  to  the  setting  aside  of  gold,  and  in  amounts  of  one 
hundred  dollars  or  any  multiple  thereof.    He  shall  first  reduce  the 
Red  u  e  i  n  g  amount  of  such  greenbacks  to  those  associations  whii'h  hold  the  largest 
tradw^notea   u  *™<>'i"*  of  greenbacks  in  proportion  to  their  capital,  if  requested  by 
exceaa.  them  so  to  do,  and  until  the  holdings  of  such  greenbacks  by  all  asso- 

ciations have  been  reduced  to  the  sum  required  to  be  taken  out  by 
them;  and  he  may  require  any  association  to  increase  its  holdings  of 
greenbacks  in  sums  of  one  hnndred  dollars  or  any  multiple  thereof 
when  the  increase  of  its  capital  makes  its  holdings  of  greenbacks  lass 
in  perceutago  than  is  required  by  this  act.    Thereafter  the  taking  oat 
ana  the  holdings  of  greenbacks  by  anv  association  shall  be  reduced  so 
as  to  keep  the  total  amount  of  greenbacks  held  by  the  ngs:regAte  of 
all  aKsociations  as  near  as  may  be  at  the  aggregate  amount  of  green- 
backs so  held  by  all  associations  at  the  time  of  the  setting  aside  of 
gold  herein  mentioned. 
Balanoe    of     Two  years  from  the  day  of  the  setting  aside  of  the  gold  in  the 
gold,  free  money  Treasury  to  redeem  certain  legal-tender  notes  any  gold  so  set  aside 
in  two  years.       then  reniuinlng  shall  be  free  money  in  the  Treasury. 

May  retire  onr-  Skc.  5.  That  any  association,  upon  giving  notice  of  its  intention  so 
'*"S'^ti**°  ^'^***°  to  do  to  the  Comptroller  of  the  Currency,  may  surrender  any  part  of 
oon  1  ona.  j^  j^eenbacks  in  excess  of  the  amount  it  is  required  to  keep,  and 

receive  lawful  money  therefor. 
Treasurer  of     Upon  the  expiration  of  the  corporate  term  of  any  association,  if  its 
BliaU^ntf^^if  ^**^^^*^  existence  is  not  extended  by  the  Comptroller  of  the  Cur- 
hank  /or^note8™"®y»  ^r  upon  the  insolvency  of  an  association,  or  by  the  order  or 
bought  of  the  with  the  consent  of  the  Comptroller,  approved  by  the  Secretary  of 
United  States  the  Treasury,  the  Treasurer  shall  redeem  the  greenbacks  issued  to  the 
Government.       association,  out  of  any  moneys  in  the  lYeasury  not  otherwise  appro- 
priated. ' 
May  reduce     Any  association  may  reduce  its  currency  by  snrretidoHng  it  for 
currency.  destruction  to  the  Comptroller  of  the  Currency,"  who  shall  destroy  the 

How  liabilities  ourreucy  so  surrendered  in  the  manner  prescribed  by  law.    The  lia- 
on  currencvls  to  bility  of  any  association  for  its  currency  shall  neither  be  canceled  nor 
be  extinjruished.  reduced  in  any  other  manuer. 
Five  ^r  cent     Skc.  6.  That  the  Treasurer  of  the  United  States  shall  at  all  tiroes 

to  bS'*  kcDt^°bv  ^®®P  *°*^  ^**^®  ^^  deposit  in  the  Treasury  of  the  United  States,  in 

Ti«asarer.        ^ooin,  for  the  current  redemption  fund  of  each  association  during  its 

solvency,  a  sum  equal  to  the  tive  per  centum  before  mentioned  of  the 

of  only  $200,000,000  of  legal-tender  notes,  the  Treasury  will  be  wholly  relieved  from 
paying  gold  on  any  form  of  paper  money,  and  it  will  be  a  matter  of  as  much  indif* 
lerenoe  what  the  Government  pays  out  as  in  the  case  of  any  private  citizen. 

Visible  gold  on  Jnly  1, 1895,  as  reported  by  the  Director  of  the  Mint : 

In  United  States  Treasury $156,591,864 

In  national  banks 14a 791,837 

In  State  banks 10,404,338 

Total  commercial  gold 815,788,089 

^This  provision  is  designed  to  bring  legal-tender  notes  into  the  Treasury  for 
redemption. 
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Kreenbackfl  and  average  ontatanding  onrreDoy  of  the  aasooiation,  to 
he  beld  and  used  for  tbc  current  redemption  of  its  greenbacks  and 
currency;  and  no  part  of  snob  redemption  fnnd  sball  be  oounted  as  a 
part  of  the  reaerve  of  any  bank;  and  when  the  notes  of  any  associa- 
tion, assorted  or  unassorted,  sball  be  presented  for  such  redemption 
to  the  Treasurer  of  the  United  States,  in  sums  of  five  hundred  dollars, 
or  any  multiple  thereof,  or  in  sums  equaling  not  less  than  one  per 
centum  of  the  total  circulation  of  any  association  haying  less  than 
fifty  thousand  dollars  in  greenbacks  and  currency,  the  same  shall  be 
redeemed. 

Each  association  sball  redeem  in  lawful  money  its  greenbacks  and  Bedemption 
currency  at  its  own  banking  house  and  at  an  agency  approved  by  the  Ae«"t«  may  be 
Comptroller  in  some  reserve  city.  wKTnHo^  fiind 

The  right  t<i  confer  the  duties  and  responsibilities  of  executing  the  dopMited  with 
provisions  of  this  act,  or  any  part  thereof,  relating  to  the  current  them, 
redemption  fnnd  or  the  redemption  of  greenbacks  and  currency  upon 
any  reserve  bank  or  other  suitable  agent,  under  such  re||;ulations  as 
he  may  deem  safe  and  proper,  and  to  deposit  any  part  or  the  current    Secnrity  ap- 
redemption  fnnd  or  funds  in  any  place  he  may  deem  proper,  with  the  g™y®^  ^'  8«or«. 
approval  of  the  Seer  tary  of  the  Treasury,  is  hereby  conferred  upon  to"Se  uken**'"^ 
the  Treasurer  of  the  United  States.    . 

Src.  7.  That  from  and  after  thirty  days  from  the  setting  aside  of    Reserve,    how 
gold  by  the  Treasurer  of  the  Unified  States  to  redeem  and  cancel  cer-  l^«Pt* 
tain  legal-tender  notes  as  aforesaid  the  cash  reserve  required  by  law 
to  be  kept  by  each  association  shall  be  kept  as  near  as  may  be  in 
equal  part  in  greenbacks  of  other  associations  in  silver  coin  and  in 
gold  coin  of  the  United  States. 

Each  banking  association  may  keep  its  coin  and  its  bonds  in  such  May  keep  coin 
place  and  under  such  circumstances  as  the  Comptroller  of  the  Cur-  ^d  bonds  in  any 
rency  may  approve.  fe^wrmXT        ' 

Any  association  that  fails  to  so  keep,  use,  and  pay  out  its  silver  coin,    When  coin  pay. 

fold  coin,  greenbacks,  and  currency  as  to  keep  each  one  and  all  four  ments   are   sua- 
inds  of  money  at  a  parity  each  with  all  the  others  fk'om  and  after  the  P«nded. 
setting  aside  of  gold  nerem  mentioned  shall  be  deemed  to  have  failed 
to  pay  in  coin  or  in  United  States  legal-tender  notes  issued  to  other 
associations  on  demand  its  greenbacks  nnd  currency. 

No  association  shall  pleadin  defense,  in  any  action  brought  against  Logal  -tender 
it,  that  any  greenback  or  currency  note  signed  by  its  officers  and  paid  ?^^  ^^  ^^^^^v* 
out  by  it  is  a  United  States  legal-tender  note.  ^^  f^^i^J  {^* 

Sbc.  8.  That  hereafter  no  certificates  shall  be  issued  or  reissued  by    Gold  and  silver 
the  Treasury  of  the  United  States  upon  the  deposit  of  gold  coin,  oertificatea  to  be 
silver  coin,  or  any  other  money,  and  that  all  existing  coin  certificates  Jjl?Sed^     *°* 
and  money  certihcates  shall  be  canceled  and  destroyed  upon  being 
received  into  the  Treasury,  and  the  coin  or  money  remaining  upon 
which  they  were  issued  shall  be  free  coin  or  money  in  the  Treasury; 
and  no  circulating  note  authorized  under  existing  law  shall ^e  issuea    No  oironlatlng 
or  reissued  to  any  banking  association  of  a  less  denomination  than  notea  to  be  is- 
tbree  dollars,  >  and  all  such  notes  of  less  denomination  than  three  dol-  **^^    °°f*^ti  ^ 
lara  hereafter  received  for  redemption  shall  be  canceled  when  received  Hotes  <Hkoceled°^ 
in  the  Treasury,  and  like  notes  in  blank  of  a  larger  denomination    Kolenl-tender 
shall  be  returned  in  place  of  them ;  and  no  United  States  legal-tender  or     Treasury 
notes,  including  Treasury  notes,  of  a  less  denomination  than  three  dol-  notes  to  be  reis- 
lars  shall  be  hereafter  issued  qr  reissued,  but  those  of  a  larger  denom-  ^°^  nnder  $3. 
ioation  sball  be  issued  or  reissued  in  place  of  them. 

Sbc.  9.  That  there  is  hereby  constituted  and  appointed  a  board  of    Expert  adrla- 
advisers  to  the  Comptroller  of  the  Currency,  consisting  of  seven  ^n  provided  for. 
experts,  to  consult  and  advise  with  the  Comptroller  upon  methods  of 
executing  existing  law  concerning  banking,  and  changes  desirable 
therein,  over  which  board  the  Comptroller  of  the  Currency  shall 
preside. 

The  president  of  the  chief  redemption  bank  in  San  Francisco,  New  Substitntea  for 
Orleans,  and  each  of  the  other  five  chief  redemption  cities  in  the<^.^i"®^>l><^^*P' 
country,  or  such  substitute  as  any  one  of  them  shaU  fh>m  time  to  time  l*^^"^^* 

>  Treasury  report,  October,  1895: 

$1  notes  in  oircnlation $44,861,938 

$2notesinoironlation 29,806,988 

Total  outstanding  notes  under  $5 74,668,996 
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Heetingtof  appoint,  shall  be  a  member  of  the  board  of  advisers,  whi<*h  besrd  shnll 
board  of  advto-  „|^^  Q^^g  ^  yea^^  ^  ottener  if  the  Comptroller  of  the  Currency  or  a 
^'Recoramenda*  itt^jority  of  the  board  so  determines,  and  at  suck  time  and  place  as 
tions  to  be  r«>  the  Comptroller  shall  appoint. 

corded.  The  recommendations  of  the  board  of  advisexs,  or  a  synopsis  thereof, 

Who  oonsti-  gi^^ii  bo  entered  in  the  records  of  the  board,  and  the  decision  of  the 
decided  by  8m!  Secretary  of  the  Treasnry  from  time  to  time  as  to  what  person  orner- 
letary  of  Treaa-  SOUS  are  entitled  to  act  as  memliers  of  the  board  of  advisers  shall  be 
nry-  final. 

Appeals  from     Any  association  aggrieved  by  any  action  taken  in  its  case  by  the 
Comptroller    to  Comptroller  of  the  Cnrrency  may  appeal  to  the  board  of  expert  ad- 
ereSloirod         "^"ers,  and  the  decision  of  sttch  board  in  snch  ease,  when  approved 
by  the  Secretary  of  the  Treasury,  shi^  be  final. 
Banks  may  in-     Sko.  10.  That  any  five  or  more  national  banking  associations  are 
corporate     hito  hereby  authorized  to  unite  in  forming  a  clearing- lionse  association, 
clearing  honeee.  By  adopting  a  constitution  and  by-laws  not  inconsistent  with  the  pro- 
visions of  this  act  the  banking  associations  nniting  to  do  so  and  cer- 
Comptroller  to  tifying  to  the  Comptroller  of  the  Cnrrency  that  fact  shall  in  that  act 
tnSon^*and*"by.  l>®cot>*«  •  clearinc- house  association  body  corporate,  upon  each  eon- 
laws,  stitntion  and  by-laws  being  approved  in  writing  by  the  Comptroller 
of  the  Cnrrency. 
Any  bank  may     Any  incorporated  banking  association  may  be  admitted  to  member- 
Join    clearing giiip  |q  |^|,y  clearing-honse  association  incorporated  under  this  act; 
'^^^'"^-  and  the  membership  of  any  banking  assoriatien  of  such  clearing- 
house association  may  be  terminated  by  any  action  of  the  clearing- 
house association  approved  by  the  Comptroller  of  the  Currency. 
Banks    may     Any  bankine  association  may  withdraw  from  any  clearing-honae 
withdraw  from  association  and  any  clearing-house  aaaoeiattou  may  withdraw  from 
ciearine    house,  the  national  clearlng-hoase  associatioh  ttpon  snob  conditions  as  the 
hJose  atVoo'ia:  Comptroller  of  the  Currency  may  approve, 
tion  may  withdraw  from  the  national  clearing  house. 

Expenses  and  Each  member  of  such  clearing-house  association  shall  share  in  its 
income,  how  ap-  f,^^  ^nd  other  income,  and  in  its  assessments,  expenses,  and  los.ses  in 
poruonea.  ^^^  proportion  that  the  amount  of  its  capital  bears  to  the  total 

amount  of  all  the  capital  of  all  the   associations   composing  the 
cleariog-honse  association  and  as  shown  by  the  annual  report  of  the 
Comptroller  of  the  Currency  last  made  previous  to  the  apportionintut 
of  the  same,  when  the  items  of  its  capital  are  given  in  snch  report. 
Hay    loan  to     Each  clearing*house  association  may  make  sales  or  loans  to  or  buy 
and     borrow  or  borrow  from  other  clearing  house  associations,  and  banking  asso- 
mouey    from  ciattons  may  make  sales  or  loans  to  or  buy  or  borrow  from  clearing- 
'^''"'  house  aasociatious.    In  all  such  buying,  selling,  loauiug,  and  borrow- 

ing clearing-house  and  bankin|;  associations  shall  be  exempt  from  the 
usury  laws  of  the  States  in  which  they  are  located. 
Iffay  redeem  Any  clearing-house  association  organised  under  this  act  may  estib- 
*°Ch a*^ ^^  M*^  *  department  for  the  clearing  of  tho  greenbacks  and  currency  of 
constitutLn'and  banking  associations  in  the  current  redeiiiptiou  thereof. 
by-Uwstobeap-  Any  changes  in  the  constitution  or  by-laws  of  any  clearing-house 
provedbyComp- association,  to  become  valid,  must  be  consistent  with  this  act  and 
^o^'otroiler  '**™®*  ^®  approved  in  writing  by  the  Comptroller  of  the  Currency,  and 
and  board  of  ad-  ^^®  Comptroller  may  annul  any  part  of  tne  same  at  any  time  after  a 
visers  may  annol  hearing  thereon,  with  the  concurrence  of  a  majority  of  the  board  of 
bylaws.  advisers. 

Clearinghonses  Five  or  more  clearing-house  associations  organized  under  this  act 
Sonia  '^TSari*^*  ^^^  ^^^  *  national  clearing-honse  association  and  any  clearing  ho««^ 
houes.  "*  organized  under  this  act  may  be  admitted  to  and  remain  a  member  of 

the  national  clearing-house  association  npon  the  same  terms  and  con- 
ditions as  those  governing  in  the  case  of  associations  constituting 
clearing-house  associations  composed  of  banking  associations:  Pro- 
videdf  however.  That  national  clearing-house  associations  may  make 
sales  or  loans  to  and  may  buy  ot  borrow  fVom  olearlng-honae  associa- 
tions and  may  buy  or  sell  snch  bonds  as  are  necessary  or  desirable  to 
the  condnct  6i  its  legitimate  business  to  any  amount  and  of  any  kind 
approved  of  by  the  Comptroller  of  the  CnrronoVj  and  may  provide  for 
the  coin  redemption  of  currency  notes  of  banking  asaociAttons.  and 
In  denomina-  may  take  and  issue,  under  the  provisions  of  this  act.  tiM  greenbacks 
tions  of  11,000.  described  in  this  act,  but  in  denominatlona  of  not  less  than  one 
thousand  dollars.^ 


^  The  financial  and  banking  system  of  the  United  States,  as  of  every  other  nation, 
must  be  built  from  the  top  down,  having  a  great  national  bank  with  myriads  of 
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Auy  clearing-house  association  organized  under  this  act  raay  be  CledringhoaftM 
designated  by  the  Secretary  of  the  Treasury  as  a  depository  of  publio  ^jyJS®**^?  ^?" 
moneys,  aud  may  also  be  employed  as  a  financial  agent  of  tho  Got-  ficiiiono^iiiiSfltr 
em  men  t.  c«l  a^^euu  of  the 

Govemment. 

Any  clearing-house  or  banking  aasociation  organized  under  this  act    Treasurer    of 
may,  with  the  approval  of  the  Secretary  of  the  Treasury,  deliver  to  the  United  sutes 
the  Treasurer  or  the  United  States,  or  to  any  assistant  treanurer  of  "■*>' ^^P  j°<>°«y 
Uie  United  States,  for  safe-keeping,  any  kind  of  money  or  bonds,  and  olwhis  honsM 
receive  such  a  statement  of  the  fact  of  their  being  in  the  Treasury 
of  the  United  States  as  the  Secretary  of  the  Treasury  may  approve. 

Clearing  house  associations  shall  be  subject  to  like  examination  by   Examination  of 
national-bank  examiners  as  national- banking  associations,  and  shiikll^'<^''^"f  *^<^^'^ 
make  such  reports  to  the  Comptroller  of  the  Currency  as  he  may  ■••**«*"®'*»' 
requeat. 

Skc,  11.  That  the  Comptroller  of  the  Currency  may  issue  to  the    Bmjwncy  ia- 
National  Clearing- House  Association  or  other  clearing-house  associ- J^  ®'^^**''**"'' 
ation  organized  under  this  act,  or  to  any  national-  banking  association, 
greenbacks  to  any  amount  approved  of  in  writing  by  the  Secre- 
tary of  the  Treasnrv,  in  addition  to  the  amount  of  green baoks  here- 
inl>efore   authorized:   Pr&rided,  lliat  the  association  applying  for    To  be  leonrBd 
such  additional  greenbacks  shall  deliver  to  the  Treasurer   of  the  ^J  bonds. 
United  States  or  to  any  assistant  treasurer  bonds  ^  in  kind  and 
amount  acceptable  to  the  Secretary  of  the  Treasury,  as  .security  for    ^^of  iator« 
such  greenbacks,  and  shall  pay  interest  on  the  amount  of  such  green-  JjJeMwncvnuto? 
backs  so  issued  at  the  rate  of  six  per  cent  per  annum,  such  interest  on       ^^  ^  *^' 
suf'h  greenbacks  to  be  paid  at  such  time  and  in  such  manner  as  the 
Comptroller  of  the  Currency  may  determine;  but  no  more  in  amount    Ninety  percent 
than  ninety  per  cent  of  the  par  value  of  any  bond  shall  be  issued  in  of  face  raloe  of 
such  srreenbacks,  and  no  bonds  other  than  bonds  of  the  United  States  bonds, 
shall  be  accepted  by  the  Secretary  of  the  Treasury  as  security  when    Howbondsmay 
there  are  three  hundred  millions  or  more  of  United  States  bonds  out-  ^  recovered. 
standing. 

Any  aasooiatiott  depositing  bonds  and  receiving  greenbacks  secured 
thereby  may  withdraw  such  bonds  so  deposited,  after  thirty  days  from 
the  date  of  such  deposit,  upon  paying  the  accumulated  interest  on  the 
amount  of  greenbacks  issued  upon  the  deposits  of  such  bonds  and  up 
te  the  date  of  their  withdrawal,  and  iu  addition  to  such  interest  shau 
deposit  with  the  Treasurer  greenbacks  or  other  lawful  money  to  an 
amount  equal  te  the  greenbacks  isaued  to  the  association  as  security 
for  which  the  bonds  were  deposited ;  but  no  more  than  fi  vie  per  centum    Only  6  per  cent 
of  the  greenbacks  issued  to  any  association  other  than  the  one  receiv-  of  the  notes  of 
ing  such  greenbacks  shall  be  accepted  as  a  deposit  for  the  withdrawal  {^^°^  inTto  i^ 
of  such  bonds.  deem  bonda. 

Tlie  money  so  deposited  for  the  withdrawal  of  such  bonds  shall  be    Koteetobepnt 
immefliately  put  in  redemption,  and  the  money  received  for  it  shall  be  in  redemption 
kept  as  a  special  fhnd  with  which  to  redeem  the  amount  of  greenbacks  ^'^^^  P^d  in. 
issued  to  the  association:  and  such  greenbacks  shall  be  redeemed, 
and  when*  redeemed  shall  be  destroyed  to  an  amount  equal  to  the 
greenbacks  issued  te  the  association  for  the  security  of  which  the 
bonda  hereinbefore  mentioned  were  deposited. 

branches,  as  are  those  of  Europe,  like  European  ffovemments,  or  it  must  be  built 
from  the  bottem  up.  The  independent  individual  bank,  while  retaining  ite  inde- 
pendence, will  unite  with  all  other  banks  to  form  a  democratic  but  strong  and  sym- 
metrical system,  as  out  institutions  are  built  up  ftom  the  individaal.  There  is  no 
escape  from  it.  This  section  accomplishes  that  purpose.  It  makes  a  solid  union  of 
all  tne  banks  iu  the  country  into  practically  one  bank,  with  all  the  advantages  of  a 
United  States  national  bank,  with  8,000  branches,  now  State  and  national,  leaving 
each  bank  as  free  as  now  and  with  none  of  the  disadvantages  of  a  United  States 
national  bank.  The  union  is  voluntary,  and  in  no  sense  compulsory.  It  i^o  gives 
to  every  country  bank  all  the  assistance  and  support  it  could  receive  were  it  a  branch 
of  a  United  Stotes  national  bank. 

'  United  States  bonds  in  national  banks  to  secure  circulation $227, 484, 000 

Other  United  States  bonds  in  national  banks $17, 576, 960 

Other  bonds  held  by  national  banks  (estimated) 125, 000, 000 

Totol  bonds  held  in  1895 142,576,950 

Hie  total  securities,  aside  iVom  United  States  bonds,  held  by  national 
banks,  most  of  which  are  bonds 148,569,950 
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Publioation  to     The  Secretary  of  the  Treasury  shall  ))nbli8h  once  in  seven  days,  or 

beroAileof  wliat^ftener,  in  the   "Statement  of  the  condition  of  the  United  States 

ed  M  Moority?    Treasury  and  the  receipts  and  expenditures/*  a  list  of  the  securities 

and  the  amount  of  each  kind  accepted  by  him  to  secure  greenbacks 

issued  or  proposed  to  be  issued  upon  the  deposit  of  bonds,  or  of  bonds 

to  secure  any  deposits  of  money  made  in  any  association. 

Sbc.  12.  That  in  order  to  enable  the  Secretary  of  the  Treasury  to 

carry  into  effect  the  provisions  of  the  act  of  January  fourteenth, 

eighteen  hundred  and  seventy-five,  entitled  **  An  act  to  provide  for  the 

resumption  of  specie  payments,"  and  of  this  act,  the  Secretary  of  ibo 

8®o*]»taiY  may  Treasury  is  hereby  authorized  to  issue  and  sell  from  time  to  time,  for 

maintahi"  8D«cie*^®  period  of  four  years,  bonds  as  described  in  the  act  of  July  fonr- 

paymenta.  teenth,  eighteen  hundred  and  seventy,  entitled  "An  act  to  autliorize 

i>ower  to  sell  the  refunding  of  the  national  debt  ;*'  such  bonds  to  bo  payable  at  the 

bonds  limited  to  pleasure  of  uie  United  States  after  one  year  from  the  date  of  their 

Timebondaaro^*^^  ^^^  npon  the  expiration  of  threjs  years,  or  bonds  payable  after 

to  ran.  three  years  and  upon  the  expiration  of  seven  years,  or  bonds  dne  on 

a  certain  day  within  three  years  from  the  date  of  such  bonds,  as  the 

Secretary  of  the  Treasury  may  elect,  such  bonds  to  bear  interest  at  a 

rate  not  exceeding  three  per  centum  per  annum. 

Bank  moat  pay     gsc.  13.  That  when  the  amount  of  the  daily  total  reserve  held  by 

anrTeficieucfM  ^^^  national  banking  association  averages  to  be  less  for  any  month 

on   reserve    re-  ^^^^  ^^®  amount  required,  it  shall  pay  into  the  Treasury  of  the  United 

quired.  States  a  duty  at  the  rate  of  six  per  centum  per  annum  on  the  amount 

of  the  average  deficiency  for  that  month  in  such  reserve. 
One-tenth  per  Whenever  any  association  fails  to  pay  on  demand^  in  silver  or  gold 
aiuni  ^ff\)idd  ^^^°  ^^  '°  United  States  legal-tender  notes  issued  to  other  associations, 
on  averace  &di-  ^^®  greenbacks  and  currency  signed  by  its  officers  and  paid  out  by  it, 
Tldual  deposits  it  shall  be  subject  to  and  shall  pay  an  additional  duty,  at  tbe  rate  of 
daring  suspen-  one-tenth  of  one  per  centum  per  annum,  on  a  sum  equal  to  the  aver- 
plmnents  '^      '"'Sj^  amount  of  the  individual  deposits  in  such  association  during  such 

failure  and  until  such  payment  is  resumed.  [And  whenever  it  shall 
appear  to  the  satisfaction  of  the  Comptroller  of  the  Currency  that 
any  one  of  the  four  kinds  of  money,  namely,  currency,  greenbacks, 
silver  coin,  or  gold  coin  of  the  United  States  is  at  a  premium  in  any 
one  of  the  central  reserve  cities  in  any  other  one  or  more  of  the  other 
kinds  of  money  herein  named,  it  shall  thereupon  become  his  dnty  to 
declare  and  publish  the  same  in  the  "Statement  of  the  condition  of 
the  United  States  Treasurv  and  its  reoeipte  and  expenditures,"  and 
such  publication  shall  be  held  to  be  conclusive  evidence  that  all  the 
associations  of  deposit,  loan,  and  discount  as  herein  described  in  the 
United  States  have  failed  to  pay  on  demand  in  silver  or  gold  coin  of 
tbe  United  States  its  greenbacks  and  currency,  and  the  duty  herein 
imposed  for  such  £iilure  shall  be  due  and  payable  from  each  of  such 
associations  from  and  after  the  day  the  notice  of  such  failure  is  pub- 
lished by  the  Comptroller  of  the  Currency  in  the  ''Statement  or  the 
oondition  of  the  United  States  Treasury  aud  its  receipts  and  expendi- 
tures,'' and  so  long  as  such  failure  continues,  and  until  the  day  the 
Comptroller  of  the  Currency  gives  notice  in  like  manner,  that  such 
failure  no  longer  continues.] 

In  addition  to  all  other  taxes  or  duties  imposed  in  this  Act,  each 

association  organized  under  it  shall  pay  into  the  Treasury  of  the 

United  States  a  tax  in  each  year,  as  the  Secretary  of  the  Treasury 

shall  from  time  to  time  prescribe,  equivalent  to  not  less  than  one-fifth 

riM   A#»Y«    ♦  "^^  niore  than  one-half  of  oue  per  centum  per  annum '  on  the  average 

oo^aif  (Jr  1  per  *™^"°*  ®^  currency  issued  to  it  and  in  circulation  and  for  the  purpose 

cent  safety  f^d  ^^  covering  any  loss  which  the  Treasury  may  otherwise  sustain  by 

tax.  reason  of  the  insolvency  of  any  association  to  which  currency  was 

'Four-fifths  of  the  present  paper-money  circulation  would  be  $800,000,000;  one- 
half  of  1  per  oent  per  annum  on  the  currency  would  yield  $4,000,000  per  annum. 
The  losses  on  the  circulation  to  the  United  States  Treasury  on  notes  of  insolvent 
banks,  as  shown  by  thirty  years'  experience  under  the  existing  banking  laws,  were 
not  $3,000,000  during  the  whole  thirty-three  years  of  the  existence  of  the  national 
banking  system,  had  the  national  banks  issued  their  notes  under  the  provisions  of 
this  bill.  The  Government  (estimate  for  the  bills  lost  aud  worn-out  past  redemption, 
and  to  the  advantage  of  the  Unit'Od  States  Treasury,  is  two-fifths  of  1  per  cent  per 
annum  on  all  circulation.  Excluding  the  $1  and  $2  bills,  the  loss  might  not  be  more 
than  one-half,  and  the  gain  to  the  United  States  at  one-fifth  of  1  per  cent  on  tht* 
$800,000,000  would  be  $1,600,000. 

For  the  last  fire  years  t^e  1  per  cent  tax  now  collected  on  oiroalation  has  averaged 
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issaed  nnder  this  Act:  Provided,  h4ncever,  That  sach  a  tax  shall  not  he 
levied  to  exceed  one-fifth  of  one  per  oentnm  i>er  annam  at  a  time  when    q^     one-flfth 
the  total  amount  of  all  monevs  paid  into  the  Treasury  under  the  tax  of  i  ^^  o«q|  tax 
imposed  in  this  clause  exceeds  hy  four  million  dollars  the  total  net  when   12,000,000 
amount  paid  out  of  the  Treasury  in  redemption  of  the  currency  of  insol- 1"  1°  Treasory. 
vent  associations  in  cases  where  the  assets  of  such  associations  were 
not  sufficient  to  pay  such  notes  or  sufficient  to  recoup  the  Treasurer  of 
the  United  States  for  the  payment  hy  him  of  such  notes. 
A  duty  eqnal  in  amount  to  one-tifth  of  one  per  centum  per  annum  is    Conditional  tax 


hanking  association,  trust,  company,  insurance  company,  loan  associa- 


tion, or  other  corporation  doing  a  deposit  and  loan  and  discount  busi- 
ness, by  discounting  and  negotiating  promissory  notes,  drafts,  bills  of 
exchange,  and  other  eyidenoes  of  debt;  by  receiving  deposits;  by 
buying  and  selling  exchange,  coin,  and  bullion;  by  loaning  money  on 
personal  security,  when  any  part  of  the  obligations  bought  or  received 
or  sold  or  issuea  by  it  are  used  in  whole  or  in  part  in  commerce  among 
the  several  States:  (1)  Provided.  That  in  case  any  association  pays    Half  of  tax i«- 
one- half  the  tax  herein  imposed  on  or  before  the  clay  it  is  due  and  mitted,  etc. 
payable,  the  other  half  shall  be  and  is  hereby  remitted:  (2)  And  pro-    i^^y  Moure  le- 
vitied  further,  That  any  association  is  hereby  authorized  to  deposit  in  gai-tender  note 
the  Treasury  of  the  United  States  an  amount  of  lawful  money  eoual  circulation, 
to  not  less  than  twelve  and  one-half  per  centum  of  the  amount  of  its 
capital,  and  to  receive  legal- tender  notes  of  the  United  States  to  the 
amount  of  such  deposit.    Such  notes  issued  to  it  shall  have  a  circu- 
lating note  of  such  association  printed  on  the  reverse  side,  which  note, 
when   the  note  of  the  association  printed  on  the  reverse  side  is 
signed  by  the  prox>er  officers  of  the  association,  shall  be  known  aa 
a  greenback,  and   may  be   paid   out  by  it,  but    nnder  the  same 
liabilities,  obligations,  and  restrif  tions  as  to  redeeming  such  green- 
backs in  silver  or  gold  coin  or  United  States  legal-tender  notes,  and 
of  keeping  such  greenbacks  at  a  par  with  the  silver  coin  and  the  gold 
coin  ot  the  United  States,  as  are  imposed  upon  national  banking  asso- 
ciations when  like  notes  are  issued  to  national  banking  associations: 
1  Provided,  however,   That  the  securing  such  notes  by  any  association 
other  than  national  banking  associauons  shall  confer  npon  it  no  au- 
thority to  issue  any  other  circulating  notes.    In  case  any  association 
takes  out  circulating  notes,  as  provided  in  this  section  and  named 
greenbacks  in  this  act,  the  tax  imposed  on  such  association  in  this 
section  f^hall  be  wholly  remitted ;  bat  in  case  such  notes  are  taken  out  mjtted^n  a  oar- 
and  such  tax  is  remitted  such  association  shall  keep  such  record  and  tain  case, 
make  such  reports  to  the  Comptioller  of  the  Currency  and  submit  to 
such  examinations  by  national-bank  examiners  as  are  now  or  may 
hereafter  be  required  of  national  banking  associations. 

Each  deposit  of  money  or  funds  made  oy  any  individual  or  by  any    IntOToat    paid 
association  in  any  other  association  however  organized  doin|;  ^^®  nmkes  * JeooBits 
banking  business  defined  in  this  section  upon  which  the  association  ym^  ^epoelto! 
receiving  such  deposit  pays  or  agrees  to  pay  any  money  or  interest 
shall  not  be  subject  to  withdrawal  excepting  on  a  day  named  in  a 
notice  given  in  writing  to  such  association,  and  not  less  than  thirty 

$1,582,443.  The  banks  are  now  in  effect  carrying  without  interest  erery  dollar  of 
the  $1,000,000,000  paper  money  in  circulation.  The  saving  in  interest  to  the  people 
under  this  bill  is  estimated  at  from  $36,000,000  to  $50,000,^  per  annum,  ultimately 
making  that  much  saving  per  annum  in  lower  rates  of  interest  on  the  loans  made  to 
the  people.  Besides  these  items,  J.  S.  McCoy,  Government  actuary,  estimates  the 
loss  to  the  people  in  interest  on  the  gold  oarried  in  the  United  States  Treasury  from 
1879  to  1895  at  $144,241,556.  It  will  be  more,  rather  than  less,  in  the  next  twenty- 
five  years  under  the  present  system. 

iCash  reserve  required  in  1897  $287,742,000 

Cash  reserve  held  in  1897 388,883,000 

Including  State  bank,  the  cash  reserve  held  could  not  be  less  than  ..    563, 000, 000 

Holding  the  cash  reserve  one- third  in  silver  would  equal  $186,000,000,  and  one-third 
in  gold  would  equal  $186,000,000.  one-third  in  greenbacks,  $180,000,000;  total, 
$563,0(20,000;  so  that  the  substitution  of  silver  dollars  for  the  $1  and  $2  notes,  added 
to  the  $186,000,000  of  silver  dollars  held  in  banks  in  the  reserve  fund,  would  increase 
the  actual  coin  silver  dollar  in  constant  use  by  $260,669,000. 
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days  before  such  witbclrawal :  J^cvided,  That  this  seotioD  sball  not 
apply  to  inoneyBor  fiindg  deposited  and  withdrawn  within  seven  days, 
or  to  moneys  or  funds  that  banking  associations  are  allowed  to  keep 
in  other  asaoeiations  as  »  part  of  their  reserve. 
To  Uke  effect     This  section  of  this  act  shall  take  efioct  on  the  first  day  of  the  first 
In  fonr  months,   calendar  quarter  next  snoceeding  the  four  months  next  sacceeding  the 
day  of  the  approval  of  this  act. 
When    datiea     Sec.  U.  That  all  taxes  and  duties  imposed  by  this  act  shall  be  dae 
]^d  tates  nro  to  and  payable  semiannually  on  the  first  day  of  April  and  the  first  dsy 
be  paid.  ^f  October  in   each    year.     Any  oleariug-house  association,  when 

requested  so  to  do  by  an  v  banking  assooiation,  and  with  the  spprovsl 
of  the  ComjftroUer  of  the  Currency,  may  assume  and  may  pay  asy 
dnty  or  tax  imposed  on  such  association  by  this  act. 
All  money  re*     All  moneys  received  under  this  act  unless  othorwise  providod  sbsU 
ceived   to  be  a  be  covered  into  the  Treasury  as  a  miscellaneous  receipt.    Tlio  Treas- 
™***;®^"**®^'*'urer  shall  keep  an  account  of  all  moneys  paid  into  tlm  Treasury  or 
^'£«asurer     to  P^^^  ^^^  ^7  ^^^a  under  each  of  the  several  sections  of  this  act  and 
keep  separate  ac-  Include  a  statement  of  the  same  in  his  annuid  report, 
oonntii  of  money 
reoeived. 

Comptroller     Sbc.  15.  That  Upon  the  insolvency  of  any  association,  or  whenever, 
Smk  iB***rtid^^°  ^^^  Opinion  of  the  Comptroller  of  the  Currency,  the  complete  re- 
banks  m  certain  ^^mpi^iQn  ^1,^  retirement  of  the  currency  issued  to  and  reUiined  by 
any  national  banking  association  is  then  necessary  for  the  protection 
of  the  United  States  Treasury  or  of  the  holders  of  snch  currency,  the 
Comptroller  Comptroller  may  take  possession  of  all  the  assets  of  such  association, 
"JnofMsSL***  ^^*^^  assets  shall  be  held  to  include  the  liability  to  assessment  of 
all  stockholders,  and  appoint  a  receiver,  who  is  hereby  authorized, 
under  the  direction  and  control  of  the  Comptroller  of  the  Curren(^, 
Comptroller  to  create  and  deliver  to  the  Treasurer  of  the  United  States  a  fund 
bySk^Tooeivor    ^.9^^  i°  amount  to  such  onrrenoy ;  and  the  receiver,  under  the  direc- 
tion of  the  Comptroller  of  the  Currency,  is  hereby  authorized  to  sell 
Comptroller  the  whole  or  any  part  of  the  property  of  such  association,  or  to  pledge 
raee^Sou"      *^*  whole  or  any  part  of  its  property  or  assets,  at  any  time,  as  secnrity 
^^  for  any  loan  he  may  elect  to  make  in  order  to  create  such  fund;  and 

Comptroller  the  receiver,  after  the  completion  of  such  fund,  or  as  much  thereof  as 
toretunitobankei^  be  realized  from  the  assets,  and  not  before,  shall  administer  the 
remainder  of  a^  y^jjj^ljjj        assets,  if  there  be  any,  for  the  benefit  of  cre<litors  and 
shareholders  of  the  association ;  and  no  assessment  of  shareholders 
Aseeasment  of  of  an  insolvent  association  shall  be  made  in  case  the  other  assets  are 

Umlied***'**'*"'*®^*®"****  create  the  fund  ec|nal  in  amount  to  the  amount  of  the 
currency  of  the  insolvent  association  that  is  to  be  redeemed  and  can- 
celed, in  which  case  the  full  assessment  shall  be  made ;  but  any  por- 
tion of  such  assessment  over  and  above  the  amount  necessary  to  make 
Remisaioi    of  up  such  fund  may  be  remitted  by  the  receiver,  and  any  njoneys  col- 
aasessment.        lected  under  snch  assessment  over  and  above  the  amount  necessary  to 
BeA&nding   of  make  up  such  fund  shall  be  returned  by  the  receiver  to  those  paying 
asseaament.        such  assessment  in  such  proportion  and  in  such  manner  as  to  make 
such  payments  of  assessments  as  nearly  equitable  as  may  be. 
Five  per  cent     The  five  per  centum  reserved  from  the  moneys  deposited  by  the  in- 
redempUon  ftund  solvent  association  for  the  current  redemption  of  the  greenback  of 
hack.  ^     **'P**  such  association  shall  be  free  moneys  in  the  Treasury,  and  the  five  per 
centum  on  the  currency  taken  out  which  was  deposited  for  the  current 
redemption  of  such  currency  shall  be  returned  to  the  receiver  of  the 
insolvent  association. 
Treasurer    of     The  ^een backs  and  cumnoy  of  an  insolvent  association  shall  be 
United  States  to  immediately  redeemed  and  canceled  by  the  Treasurer  of  the  United 
ncSes^d^^^wn^  states,  out  of  any  moneys  in  the  Treasury  not  otherwise  appropriated, 
backs. 

Dsiiyeondition     8bc.  16.  That  the  Comptroller  may  at  all  times  know  the  condition 

coraS  '*'  of  each  national  banking  association,  each  association  shall  make  each 

record  at  the  close  of  each  day  as  the  Comptroller  shall  request, in  a 

book  kept  for  that  purpose,  which  record  shall  show  the  total  amount 

of  its  currency  paid  out  and  in  circulation,  and  the  amount  of  currency 

received  from  redemption  agents,  and  its  total  individual  deposit 

account,  and  its  total  reserve  acconnt,  as  shown  by  its  books  at  the 

Comptrol  ler  close  of  each  business  day,  and  of  what  the  reserve  consisted,  which 

may  request  ad-  daily  record  of  deposits,  reserve,  and  currency,  and  other  matter 

ditional  report,    requested  by  the  Comptroller,  shall  be  made  up  in  duplicate  for  esch 

daUv^^r^^iS*  Jf™®°*b»  and  two  copies  or  reports  thereof  transmitted  to  the  Comp- 

cnnditi^ent  to  droller  of  the  Currency  on  or  before  the  tenth  day  of  the  following 

Comptroller.       month. 


OHANOBS   IN  TH£   CUBUENOY   SYSTEM.  4t5 

Before  mftking  the  record  for  the  day,  as  required  by  the  Comptrol-    l^oords  to  be 
ler,  every  tranBaotion  of  that  day  pertaining  thereto  shall  be  duly  J^pl^S£^a? 
entered  in  the  books  of  the  association.  ^  '* 

The  records  and  reports  herein  provided  for,  and  any  other  facts  Comptroller  to 
and  data  he  may  request  of  the  associations  or  any  director  or  officer  p^oords  rad  x«- 
thereof,  shall  be  in  such  form  as  the  Comptroller  may  direct.  porto. 

National-bank  examiners  shall  be  held  to  be  employees  in  the  office    National -bank 
of  the  Comptroller  of  the  Currency  while  examining  associations  examiners. 
whose  business  is  covered  hj  this  act,  and  their  fees  for  such  exami- 
nations shall  be  paid  out  of  the  appropriation  for  the  Bureau  of  the 
Currency. 

The  operation  of  so  much  of  all  laws  or  parte  of  laws  as  are  in  con- 
flict with  this  act  is  hereby  suspended. 

Note.— The  "visible  gold'' — gold  in  banks  and  in  the  United  States 
Treafiury— is  reported  by  the  Comptroller,  on  page  22,  report  of  1896, 
to  be  $421,236,388. 


Add  to  section  10,  page  15,  bill  fl.  R.  3333: 

The  meeting  together  of  any  persons  who  are  officers,  agents,  or 
employees  of  any  five  or  more  associations  in  any  one  or  more  places 
once  in  ten  days  ot  oftener  for  the  porpose  of  exchanging,  paying,  or  in 
any  other  way  satisfying  any  obligations  nsed  in  commerce  among  the 
several  States  by  any  two  or  more  of  snch  associations,  shall  constitute 
such  associations  represented  in  such  meeting  a  clearing-house  associa- 
tion  for  the  purpose  of  the  taxation  herein  impose<1,  and  such  associa- 
tions represented  shall  be  jointly  and  severally  liable  to  pay,  and  shall 
X>ay,  into  the  Treasury  of  the  United  States  a  duty  in  amount  equal  to 
one  one-flffcieth  of  one  per  centum  on  the  aggregate  amount  of  aU  such 
exchanging,  paying,  or  in  any  way  satisfying  such  obligations,  at  each 
and  every  meeting  of  persons  acting  for  such  associations:  Provided^ 
however^  That  in  case  any  such  association  pays  one-half  of  the  tax 
herein  imposed  on  or  before  the  day  it  is  due  and  payable,  the  other 
half  shall  be,  and  is  hereby,  remitted :  And  provided  further^  That  the 
tax  herein  imposed  on  associations  herein  described  shall  be  wholly 
remitted  to  each  one  and  all  associations  that  are  members  of  clearing 
houses  incorporated  under  this  Act. 
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CHANGES   IN   THE   CORBENCY    SYSTEM. 


Banking  power  per  capita. 


Capital.... 
Deposits  .. 
Cnrrrenoy 


Total 

Total  for  1860 


1860. 


New 

En£- 

lana 

States. 


$39.97 
13.99 
15.16 


Eaatem 

States. 


South- 
ern 
States. 


69.12 


$19.09  I  $10.22 

17.50        5.15 

6.39        7.21 


42.98       22.58 


iki 


Excess  in  1860  oTer  1897  power  to  make  loans 
Excess  in  1897  over  1860  power  to  make  loans 


Kiddle 
Stotes. 


$3.84 
1.54 
3.96 


1897. 


New 

Bng- 

land 

States. 


$22.69 

86.43 

9.87 


9.84 


68.99 
69.12 


.13 


Eastern 
States. 


$8.47 

25.95 

8.62 


38.04 
42.08 


4.94 


South- 
ern 
States. 


Middle 


$2.94 

5.75 

.80 


States. 


$5.15 

1112 

1.64 


9.49 
22.58 


19.91 
9.34 


13.09 


9.67 


The  Soatbern  States  have  a  population  of  20,278,000  x  $13.09 =$265,439,000  less 
qniok  capital  to  do  their  basiness  with  proportionately  ander  the  national  banking 
system  than  in  1860,  or  tban  they  would  have  under  a  banking  and  correnoy  system 
nniversal  in  Europe  and  Canada. 

Personal  property  per  capita  in  Southern  States  in  1860 : 

Including  slaves $278 

Slaves  free,  1890 219 

i;'u»iAiD:WG  igLAVEo  loco  ;■' 


ru^ts  fm,  990 


.  «.' 


-",  /.  7 


»  1 
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Table  C,pageS65 — corrected. 


State. 


I  Year. 


Percentage  of  ourrency  to— 


Percentage  of 
specie  to — 


( 


;  Loans 
Cap-    De-        and 
ital.lpoaits.     dia- 
!  !  counts. 


Maine 


Massachooetta. 
Vermont 


Rhode  Island 

Kew  York,  except 
New  York  City.. 

New  York  City.... 

Virginia  (old) 

Vbiiiiia  (and  West 
Virginia) 

North  (3azoUna 


Sooth  Carolina. 

Georgia 

Louisiana 

Indiana 


Michigan 

Six  New  Bngltnd 
States 


rl866 
\1896 
/1856 
\1896 
rl856 
U896 
ri856 
\1896 
/1856 
\1896 
rl856 
\1896 
1856 

1896 
/1866 
'11896 
/1856 
i\1896 
1/1856 
,\1896 
J/1856 
\1886 
71856 
i\1806 
1/1856 
\1896 
!/1856 
U1896 


Total! 
cnr-    Car- 
renoy  I  ren- 
andde-l  cy. 
posits.' 


64 
46 
45 
45 

103 
49 
27 
88 
76 
47 
15 
41 
96 


240 
33 

109 
28 

498 
40 

176 
38 

118 

16 

12 

8 

250 


89 

14 

95 

522 

26 

14 

37 

212 

24 

12 

50 

329 

31 

17 

38 

49 

35 

7 

112 

231 

33 

16 

79 

42 

31 

12 

47 

152 

36 

22 

39 
22 
26 
19 
54 
28 
19 
21 
28 
15 
8 
7 
51 

12 
50 
11 
29 

7 

40 
13 
26 

7 
65 
15 
29 
10 
29 
16 


71 
25 
52 
22 
83 
29 
64 
28 
56 
13 
11 
7 
08 

12 
84 
13 
68 
11 
77 
14 
32  113 
7  '  194 
83  '    35 


14  I 
SO  , 

60 
18  ' 


99 
27 
84 
13 
38 


I 

I  Loans 
I    and 
,     dia- 
,  counts. 


15 

22 

17 

22 
5 

19 

10 

16 
5 

49 
180 
240 

24 

59! 
24 
78  ' 
19  I 

60  ' 


Cnr. 

rency 
and  de- 
posits. 


BEB 
FOOT- 


6 

5 

4 

4 

8 

5 

2 

3 

1 

7 

11 

10 

12 

7 

12 

8 

6 

3 

7 

8 

30 

14 

29 

15 

8 

8 

4 

6 


10 

6 

9 

5 

4 

5 

6 

4 

3 

6 

15 

17 

16 

7 

20 

9 

13 

5 

17 

9 

37 

13 

29 

14 

8 

9 

8 

7 


Per- 
cent- 
age  of 
loans 
and 
dis. 
counts  .,jy^ 
to  total  I  ^*^™ 
of  cap- 
ital 
and  de- 
posits. 


180 
84 

122 
88 

167 
79 

122 
91 

166 
78 
88 
97 

132 

83 

162 

88 

108 

107 

108 

84 

83 

83 

117 

74 

95 

89 

125 

t8 


Total 

na- 
tional, 

and  'Cir- 
State  jcula* 
bank- 1  tion 

ing  I  per 
capl- ,  cap- 

tal     ita. 

per 

cap- 

iU. 


$8.08 

7.69 

21.50 

9.06 

12.60 

10.34 

31.62 

21.06 

7.48 

3.67 

10.32 

13.65 

10.67 

1.14 

5.79 

.44 

9.^ 

.39 

6.33 

.55 

10.20 

.80 

3.84 

2.16 

.77 

L96 

16.36 

ILIO 


55 

38 

09 

34 

113 

1 

ttlO   

58  17.90 

1  6.25 

85     5.73 

2.93 

1  '21.66 

2.96 

29   12.05 

3.08 

30.87 

ol     4.71 

59  1  3. 38 
8.19 

7     1.54 
'10.71 

*3| 

1 

1 

a  Excess  in  1896  over  that  of  1856. 

NoTK. — Percentage  of  excess  of  loaos  made  to  capital  and  deposits  in  1856,  nnder  the  Snifolk  system 
which  is  the  same  as  thatof  every  European ooontry  andof  the  Walker  bill  (H.  R.  8333)  over  1896,  under 
the  present  system. 


/• 
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nrSEX  TO  THE  BTATEMEHT  OF  HOH.  LYKAH  J.  OAOS 

IH  XXPLANATIOV  OF  BUX  H.  B.  6181. 

(PAGE  6.) 

Agencies,  redemption 32^  46 

Agricalinrftl  commnnities,  banking  in 51 

Baltimore  plan,  the 31 

Bank  notes  redeemable  in  lawful  money 8^ 

Banking  in  affrionltnral  communities 51 

Banks  in  small  towns,  organizing 48 

circulating  notes  issued  by 24 

BiU  H.  R.  5181(Gage  bill)  objects  of 7 

discrimination  against  silver  would  cease  under 29 

possibilities  of  legislation  proposed  by,  in  a  crisis 41, 60 

text  of 3 

Bimetallic  cnrrency 28 

Bimetallism,  St.  Louis  platform  looked  toward 28 

Bonds,  by  whom  held 35 

new,  to  replace  those  existing 12 

term  of 13,14 

Borrowing  power  of  the  Secretary  of  the  Treasury 23 

BB06I1KI,  HON.  MABBIOTT  (a  member  of  the  committee),  attended 5 

remarks  and  questions  by 9, 

15, 17, 18, 19, 20, 25, 29, 34, 42, 45, 46, 47, 48, 49,  50 

Capital  loanable,  amount  of,  in  various  States 52 

OAPBOH,  HON.  ABIN  B.  (a  member  of  the  committee),  attended 5 

Certificates,  silver,  in  the  hands  of  the  people 26 

Circulating  notes  issued  by  banks 24 

Circulation  possible  under  bill  H.  R.  5181  (Gage  bill),  amount  of 35 

profit  on 44 

tax  on 47 

Contraction  of  the  currency 25 

or  expansion  of  the  currency,  avoiding 17 

00Z«  HOV.  VKKOLkB  H.  (a  member  of  the  committee),  attended 5 

remarks  andquestions  by 10, 

11, 12, 15, 22, 26, 27, 28, 29, 38, 39, 40, 41, 44, 45, 46, 47, 51 

Credit  currency 32 

Ciisia,  possibilities  of  legislation  proposed  by  H.  R.  5181  (Gage  bill)  in  a 41, 50 

Currency,  bimetallic,  exists 28 

eontraetion  of 25 

contraction  or  expansion  of,  avoiding., 17 

credit 32 

Debt,  refunding  the 12 

Debts  made  payable  by  gold  in  contract 36 

Demand  notes  in  circulation,  amount  of 20 

Depoaitors,  interests  of 68 

Endless  ehain ^ 49 

Expansion  or  contraction  of  the  currency,  avoiding 17 

FaUed  banks,  number  of,  since  the  beginning 31 

FOWLKB.  HOV.  0HABLB8  B.  (a  member  of  the  committee),  attended 6 

remarks  and  questions  by 40,41,50 

Gold  and  lawful  m<Miev 34 

debts  made  payable  in,  by  contract 36 
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Qold  for  redemption  purposes,  providing 20 

present  income  of  tne  Treasury  in 11 

reserve  for  redemption 19 

securing,  from  tlie  Treasury 26 

silver  kept  at  par  with 9 

standard)  committing  the  country  more  thoroughly  to  the 8 

not  in  oonnict  with  the  St.  Louis  platform 29 

Gk>yemment  should  guard  its  own  interests 27 

Greenbacks,  impounding  $200,000,000  of 18 

in  the  pockets  of  the  people,  amount  of 22 

HUL,  HON.  EBBNXZER  J.  (a  member  of  tne  committee),  attended 5 

remarks  and  questions  by 22, 

23, 24, 2S,  32, 33, 34, 42, 43, 44, 47, 48, 61, 52 

Impoundiuff  $200,000,000  of  greenbacks 18 

Interest  on  bonds  payable  quarterly 13 

J0HK80H,  HON.  HEKBT  U.  (a  member  of  the  committee),  attended 5 

remarks  and  questions  by 10, 

11, 12, 15, 23, 24, 26, 30, 31, 32, 36, 37, 39, 44, 46, 46, 49, 52 

Jordan,  Hon.  Conrad  N.  (ex-Treasurer  of  the  United  States),  quoted 23 

Lawful  money,  bank  notes  redeemable  in 39 

gold  and 34 

national-bank  notes  regarded  as % 

to  be  made  relatively  scarce 33 

Loan,  indefinitely  continued,  the  bonds  a 13 

Loanable  capital  in  various  States,  amount  of 52 

Loans,  authorizing  sbort-time 23 

XoCISABT,  HOV.  JAKES  T.  (a  member  of  the  committee),  attended 5 

remarks  and  questions  by 9,16^44,46^48,50 

Maintaining  the  parity 18 

MlTOlUfiLL,  aOV.  JOHK  ICirfiBAT  (a  member  of  the  committee),  attended 5 

remarks  and  questions  by 12, 

13, 16, 17, 21, 29, 30, 33, 34, 42, 46, 47 

VEWLAHDfl^  HOV.  FBANCI8  0.  (a  member  of  the  committee),  attended 5 

remarks  and  questions  by 14, 

16,22,24,25,34,35,36,39,46 

Notes,  national  bank,  regarded  as  lawful  money 85 

reSeemable  in  lawful  money 39 

in  circulation,  Government  demand 20 

issued  by  banks 24 

of  small  denominations  destroyed 45 

redemption  of 10 

Objects  of  the  bill  H.R.  5181  (Gage  bill) 7 

Panicof  1893 49,53 

Parity,  maintaining  the 18 

People,  silver  certifioates  in  the  hands  of  the 26 

Platform,  St.  Louis,  looked  toward  bimetallism 28 

not  in  confiict  with  the  gold  standard 28 

Pockets  of  the  people,  amount  of  greenbacks  in  the 22 

Power  of  the  Socretanr  of  the  Treasury  to  borrow 23 

PBIKCE,  HON.  OEOSOE  W.  (a  member  of  the  committee),  attended 5 

remarks  and  questions  by 11,13,20,21,34 

Profit  on  circulation 44 

Redemption  agencies 32,46 

fund,  10  per  cent 43 

gold  reserve  for 19 

method  of 38 

of  notes 10 

purposes,  providing  gold  for 20 

Beftindinff  the  debt 12 

Reserve  xor  redemption,  gold 19 

fund 40 

Safety  fund  provisions 30 

Secretary  of  the  Treasury,  borrowing  power  of  the 23 

Short-time  loans,  authorizing 28 

Silver  basis,  possibilities  of  going  to  a 60 

certificates  in  the  hands  of  the  people 26 

discrimination  against^  would  cease  under  H.  R.  6181  (Gage  bill) 29 

kept  at  i>ar  with  gold 9 

use  provided  for 45 
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Small  denominations  of  notes  destroyed 46 

towns,  orffanizins  banks  in 48 

SPALDIVOy  EOV.  OSOBSb  (a  member  of  the  committee)  attended 6 

remarks  and  qneetions  by 68 

SIAIIIVOfl,  HOV.  XB88E  F.  (a  member  of  the  committee)  attended 6 

remarks  and  questions  by 87 

Standard,  bimetalli  o,  does  not  exist 28 

SnbtreasnrieSy  redemption  at 46 

Tax  on  circulation 47 

Term  of  bonds ^  14 

Treasnry,  securing  gold  from  the 26 

▼AV  Y00BHI8,  HOITHSinKT  0.  (a  member  of  the  committee);  attended 6 

remarks  and  questions  by 14 

WALKBB,  HOV.  JOSEPH  H.  (chairman  of  the  committee),  attended 6 

quoted 86 

remarks  and  questions  by 8, 

9, 10, 11, 12, 18, 14, 16, 16, 19, 20, 22, 23, 84 
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KI8SI0S  (IVCLUBIHO  ALSO  THB  8TATBXSHT  OF  HOS.  ITXAV I 
OAOB,  8ECBBTABT  OF  THE  TREASUET) 

A8  TO  THX  BHX  H.  B.  6866. 

(PAOB  66.) 

Act  of  Jnly  14, 1890,effectof 145 

Acta  relating  to  coinage 278 

Action  demanded,  immediate 75 

Agencies,  redemption 335 

Alabama  the  Massachusetts  of  the  South 267 

American  Tobacco  Company 315 

Arts,  gold  used  in  the 88 

Assets,  currency  issued  against 96,238 

notes  a  iirat  lien  upon 247 

Averages,  law  of 248, 296 

Bank  capital  in  Southern  States,  amount  of 271 

InveHted  in  real  estate 113 

limitation  of 230 

circulation  needed,  a  sound 295 

credits,  effect  upon  busiuess  of 166 

expansion  of 165 

currency,  true 184 

produces  lower  rates  of  interest 205,307 

under  the  bill  H.  R.  5855 151 

notes,  natural  system  of  issuing 95 

motive  for  issuing 186 

payable  in  lawful  money 76 

popular  idea  of 303 

redemption  of 130 

in  1897 169 

table  as  to  safety  of 192 

Bank-note  redemption,  aunual,  amount  of 259 

in  gold  coin 220 

Bank  of  England  notes,  character  of 192 

raising  the  rate  of  discount  by  the 134, 136, 137 

issue,  government  not  a 142 

New  York,  cited 266 

the  State  of  North  Carolina,  allusion  to 321 

reserves 83,309 

system  of  Germany 337 

taxes 229 

Banking  and  Currency,  Committee  on,  members  of 2 

Bankers,  New  York,  independence  of 266 

profit  the  motive  of,  in  issuing  currency 187 

Banking,  decisions  of  the  courts  concerning 324 

facilities  in  the  South,  lack  of 305,316 

of  Norwalk,  Conn 317 

Winston,  N.C 317 

provided  in  bill  H.  R.  5855 236 

Government  interference  in 112 

is  conducted  like  any  other  business 121 

law,  general  principles  on  which  it  should  be  framed 203 

not  profitable 264 

in  the  South 318 

profit  in 211 

relations  of  Government  to 92 

riBks  greatest  in  affricultural  communities 173 

sound,  incompatible  with  Treasury  redemption 171 
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Banking  system,  oliaotie  coudition  of  our 19B 

under  bill  H.  R.  50 209 

Banks  accomodate  their  customers 121 

amount  of  bonds  held  by 218 

avoid  holding  silver i 87 

branch 231,233,256,306 

can  not  be  compelled  to  loan  money 127 

^                       cash  reserve  held  by 189 

city  and  country,  currency  issued  by 101,248 

classification  of  money  held  b^ 86 

oountry.need  note-issuing  facilities 266 

failed,  deductions  from  losses  of 97 

forced  to  guarantee  each  other 175 

Qovemment  superintendence  of 132 

in  New  York  City,  bonds  held  by 126 

insolvent  national,  data  concerning 171 

investments  of,  in  bonds 242 

must  meet  the  wishes  of  customers 342 

mutual  insurance  of 336 

national  and  State,  amount  of  deposits  in 311 

surplus  of 153 

have  no  power  to  purchase  notes 254 

not  required  to  issue  notes 247 

of  small  capital 306 

old  State,  currency  kept  in  circulation  by 210 

powers  given  to 233 

prejudice  against 317 

private,  business  done  by 153 

proposed  system  would  be  popular  with 250 

required  to  redeem  at  their  own  counters  and  in  Washington 299 

savings,  in  the  South 276 

State,  before  the  war .* 320 

to  maintain  the  parity 220 

undue  extension  of  credit  by 327 

Baring  Bros.,  failure  of 315,327 

Bill  H.  R.  50  (Fowler  bill),  banking  under 209 

text  of 399 

3333  (Walker  bill),  amount  of  circulation  taken  out  under 172 

relieves  Treasury  of  current  redemption 194 

Suffolk  system  nationalized  in 191 

text  of 406 

5181  (Gage  bill)  a  tentative  measure 143 

amount  of  secured  circulation  under 176 

safety  fund,  provisions  of 174 

security,  provisions  under 171 

tax  on  circulation  under 173 

textof 5 

5855  (Monetary  Commission  bill),  banking  facilities  provided  in  .. .  236 

circulation  under 123,151, 152,354 

credit  facilities  afforded  by 329 

currency  issued  by  city  and  country  banks  under 248 

effect  of,  as  to  silver 285 

elasticity  secured  by 131 

emergency  circulation  under 339 

estimating  losses  under 250 

existiujj^  law  reeuacted  in ■ 81 

first  principles  of 72 

increases  the  use  of  silver  dollars 215 

lawful  money  under,  defined 223 

legal  tenders  destroyed  by 189 

no  serious  contraction  under 291 

popularity  with  banks  of  system  proposed  by 250 

practical  results  of 104 

safety  fund  provisions  of 174 

safety  of  note  issues  under 96 

security  provisions  under 171 

silver  certificates  provided  for  in 219 

textof 55 

use  provided  for  silver  dollars  in 85, 219, 240 
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Bill  H.  R.  5855  would  oanse  the  entire  receipts  of  the  Government  to  be  paid 

ineold Ul 

Bland  Act,  reference  to  the 254 

Bonds,  changing  the  old  for  new 196 

currency  issaed  against 292 

secured  by 100,242,251 

exchange  of 260 

fluctuation  in  the  price  of 217 

forced  on  the  market 356 

inyestments  of  national  banks  in 242 

issuing  circulation  on 125 

held  as  a  reserve '. 126 

by  the  Vanderbilt  estate 126 

banks,  amount  of 218 

inNew  York  City 126 

loans  against 94 

'^  payable  in  coin" 128 

Branch  banks 231,233,256,306 

BB08IU8,  HON.  XASBIOTT  (a  member  of  the  committee),  attended 55, 

133, 169, 201, 234, 274 

remarks  and  questions  by 136,137,142, 

149, 163, 167, 170, 210, 234, 235, 236, 237, 238, 239, 240, 241, 
242,  243,  244, 245, 246, 247, 248,  249, 250, 251, 255. 275, 276 
BUSH,  XB.  T.  0.,  of  Alabama  (a  member  of  the  Monetary  Commission),  state- 
ment of 262,274 

Call,  loaning  money  on 343 

loans  on  Wall  street 122 

Canada,  rates  of  interest  in 213, 255 

Canceling  the  greenbacks 123 

Capita],  bank,  amount  of,  in  Southern  States 271 

limitation  of -^ 230 

banks  of  small .' 306 

in  real  estate,  currency  not  to  be  issued  against 302       ^> 

of  banks  invested  in  real  estate 113       ' 

State  banks  in  the  country,  amount  of 152 

loan  and  trust  companies,  amount  of 153 

various  countries,  working 196 

timidity  of 263 

OAPBOB,  HON.  ADIH  B.  ( a  member  of  the  committee),  attended 55, 

133,169,201,234,274,305 

remarks  and  questions  by 232,272,273,288,316 

Carlisle,  Hon.  John  G.  (ex-Secretary  of  the  Treasury),  quoted 236 

Cash  on  hand,  percentage  of,  to  deposits,  in  all  banks 156 

reserve  held  by  banks 189 

Certificates,  clearing  house 1 155, 245 

silver,  location  of 85 

experience  of  Hon.  Charles  S.  Fairchild  with 254 

Change,  fear  of,  must  be  removed 284 

of  system  should  be  gradual 175 

Changjes  proposed  in  the  several  bills 201 

Chaotic  condition  of  our  financial  system 199 

Cheap  currency 254 

Chemical  National  Bank  of  New  York,  allusions  to 318 

immense  capital  and  deposits  of 306 

real  estate  owned  by 113 

Chicago,  banking  circulation  of 126 

Circulating  medium,  coin  a  convenient 74 

Circulation,  elasticity  of 178,183 

emergencv 839 

graduated  tax  on 207,338 

in  New  York 126 

location  of  banks  that  now  issue 124 

needed,  a  sound  bank 292 

not  profitable  uuder  the  present  law 124 

of  Chicago 126 

New  York  banks 126 

on  bonds,  issuing 125 

{NTobable  amounts  taken  out  under  various  bills 171 

secured,  under  bill  H.  R.  5181 176 
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Circulation,  State  bank,  prohibited  by  several  States 113 

tax  on 114 

under  H.  R.  5181 173 

under  H.R.  5181,  amount  of 176 

5855,  amount  of 128,153,354 

Clearing-house  associations 231 

certificates 155, 245 

Government  a  member  of  the  New  York 145 

Coin  a  convenient  circulating  medinm ....   *. 74 

Coin,  bonds  payable  in ' 128 

money,  popular  use  of 287 

obligations  of  the  United  States  payable  in 200 

or  paper  money,  use  of,  a  habit <    288 

Coinage,  acts  relating  to 278 

Commercial  and  Financial  Chronicle  quoted 251 

Commission  to  consider  the  maintenance  of  parity,  proposed 261 

Committee  on  Banking  and  Currency,  members  of 2 

Comptroller  of  the  Currency,  powers  of 222, 234, 256 

Conditions  in  the  West 267 

Congestion  of  money  in  |^eat  centers 257, 259, 273, 338 

Congress  should  give  relief 268 

Continental  money  a  forced  loan 75 

Contraction  of  the  currency,  no  serious 291 

not  proposed 74 

Cornering  the  silver 121 

Cost  to  the  people  of  the  present  redemption  system 194 

Costless  currency 238, 255 

Counterfeiting  toe  silver  dollar,  temptation  to 227 

Country  banks  in  a  currency  famine,  situation  of 179 

need  note-issuing  facilities 266 

Courts,  decisions  of,  concerning  banking 254, 324 

OOX,  HOV.  HICHOLAB  H.  (a  member  of  the  committee)  attended 55, 

133, 169, 201, 234, 274, 305 

remarks  and  questions  by 76, 77, 81, 88, 

89.  101,  104,  105, 106, 107, 108, 109, 110,  111,  112, 113, 114, 
115, 117, 121, 132, 135, 136, 149, 150, 151, 174, 176, 179, 180, 
181, 182, 209, 210, 238, 241, 242, 244, 270,^84, 285, 286, 287, 
293,  297,  298,  '^99, 300, 301, 302, 306, 307, 309, 311, 319, 320 

Credit  circulation  under  H.  R.  5181,  amount  of 176 

currency,  propriety  of  issuing  questioned 251 

system,effeot  of,  on  demand  for  free  coinage  of  silver 322 

facilities  afforded  by  H.R.5855 329 

demand  for  better  use  of 325 

instruments^  increased  use  of 82 

loans  against 94 

undue  extension  of,  by  banks 32 

Currency,  cheap 254 

congestion  of,  in  great  centers 257, 259, 278, 333 

costless 238,255 

credit,  propriety  of  issuing  questioned 251 

emergency 207 

expansion  of 101, 246 

famine,  sitnation  of  country  banks  in  a 179 

freak 218 

in  the  south 275 

issued  against  assets 238 

bonds 292 

deposits 246 

by  city  and  country  banks  under  H.  R.  5855 248 

kept  in  circulation  by  old  State  banks 210 

no  contraction  of  proposed 74, 291 

not  to  be  issued  against  capital  in  real  estate 302 

profit  the  motive  of  the  banker  in  issuing 187 

on,  under  the  several  bills 187 

reform  plan  as  proposed  in  the  report  of  the  Monetary  Commis- 
sion         62 

refnsal  to  fiimiBh,  an  act  of  insolvency 182 

safety  of  proposed 74 
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Cnrrency  secnred  by  bonds 100,175,242,2^ 

system  tbe  wont  in  the  world,  our 218 

to  be  removed  from  political  discussion 284 

true  bank 169,  184 

produces  lower  rates  of  interest 205,  212 

Current  redemption 192,  221,259,272,393 

Treasury  relieved  of 194,  195 

Customs  paid  in  gold 116,  144,  145,  147 

Customers,  banks  must  accommodate  their 121,  342 

Debtor  nations 352,  353 

Delay  in  making  radical  changes,  reasons  for 143 

Demand  for  immediate  action 75 

obligations,  Government  should  not  issue 72 

should  be  retired 73 

silver  dollars  are 240 

Depositors,  insuring 102,  250 

loss  always  falls  upon 249 

securing  the 98 

Deposits,  guaranty  fund  for 184 

classification  of  reserves  against 157 

currency  issued  against 246 

in  all  banks,  amount  of 156  « 

national  and  State  banks,  amount  of 311 

the  United  States,  total 129 

interest  on 277,341 

reserves  against 154,223 

security  for 339 

withdrawn  in  the  panic  of  1893 245 

Discretionary  powers  of  the  Secretary  of  the  Treasury  and  the  Comptroller  of 

the  Currency 222,234,256 

Disparity  of  resources  between  different  sections  of  the  country 237 

''Dollar,'' standard  of  value  the  word 283 

Double  standard  of  value 70,79         ^ 

Doubt  as  to  the  standard  removed 80        / 

Eckels,  Hon.  James  H.  (ex-Comptroller  of  the  Currency)  quoted 218, 332 

BDMUHDS,  HON.  GBOBOS  F.  (chairman  of  the  Monetary  Commission)  declares 

himself  a  protecticmist 73 

quoted 202 

statement  of 69 

Elasticity  of  circulation 131,178,183 

Emergency  circulation 207,339 

issues  of  the  German  Reichsbank 338 

England,  the  pound  sterling  the  standard  of  value  in 279 

visible  gold  in 349 

working  capital  of 195 

Endless  chain 139,347 

Exchange,  medium  of 91 

mCBHTBOUT,  HON.  DANIEL  (a  uiember  of  the  committee),  attended 55, 

133, 169, 201, 274, 305 

Exchange  of  bonds 198,260 

Existing  hiw  reenacted  in  bill  H.  R.  5855 81 

Expansion  of  bank  credits 165 

currency 101,246 

Experiences  of  1893 155 

the  country  with  the  greenbacks 283 

nations  as  to  standard  of  value 71 

Express  charges  paid  by  the  Government  on  silver 286 

Failed  banks,  deductions  from  losses  of 97  ^i 

Failure  of  Baring  Brothers 315,327  1 

FAIBCHILD,  HON.  CHABLE8  8.  (ex-Secretary  of  the  Treasury  and  a  member  of 

the    Monetary  Commission),   experience  of, 

with  silver  certificates 254 

quoted 266,286,328 

statement  of 89, 107, 133, 169, 201, 234 

voteof  thanks  to 260 

Final  redem]^tion 196,223 

Fluctuation  m  the  price  of  bonds 217 

Forced  loan,  continental  money  a 75 

greenbacks  a 75 
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70WIJER,  HOK.  CWARLTO  R.  (a  member  of  the  committee),  attended 55, 

133, 169, 201, 234, 274, 305 
remarks  and  questions  by .  .96, 102, 103, 104, 131, 138, 141, 
148, 175, 176, 177, 196, 205, 206, 207, 208, 209, 210, 213, 217, 
220, 223, 225, 233, 234, 247,  250, 251, 253, 254, 255, 256, 257, 
258, 259, 260, 273, 274, 287, 288, 289, 294, 295, 301, 308, 317, 
322, 323, 332, 334, 837, 339, 340, 341, 342, 344, 345, 346, 352. 

France  absolutely  secure  on  the  gold  standard 200 

working  capital  of 195 

Fraud,  poseiUe  results  of 248 

temptation  to 97 

Freak  currency 218 

Free  silver  coinage,  contention  for,  dne  to  uiisiBformation 268 

nm,  XB.  J.  W.  (a  member  of  tbe  Monetary  Commission),  statement  of 315 

Functions  of  Government 264 

Fundamental  proposition,  standard  of  value  tbe 69 

QAOS,  HOV.  LTXAH  J.  (Secretary  of  the  Treasury),  banking  experience  of . ..      133 

statement  of 133,169,260 

German  system,  life  of  notes  under 259 

Germany  absolutely  secure  on  the  gold  standard 201 

bank  system  of 337 

working  capital  of 195 

Gk>1d,  all  existing  obligations  converted  into 76 

and  silver,  production  of 185 

at  a  premium  in  the  panic  of  1893 846 

available  for  greenback  redemption 160 

Bill  H.  R.  58w  would  oause  the  entire  receipts  of  the  Government  to  be 

paid  in ; 147 

certificate,  greenback  made  a 148 

coin,  bank-note  redemption  in .220 

customs  paid  in 116,144,145,147 

estimating  the  stock  of 149 

exchanging  silver  for 117 

flows  wherever  required 88 

hoarded  in  the  panic  of  1893 246 

in  the  country,  visible 190 

Treasury,  amount  of 147 

movement  of 150 

payments,  maintaining 341, 344 

preferred  for  the  standard  of  value 71 

production  of ^ 88 

raiding  the  Treasury  for 109 

receipts  of  the  Treasury  increasing 147 

received  and  paid  out  daily  by  tbe  Treasury 146 

redemption \ 119, 280 

reserve 344 

diminishing  the 313 

for  redemption 244 

sound  system  of  paper  currency  must  rest  upon 312 

resources,  retiring  the  greenbacks  will  lessen  the  strain  on 215 

silver  dollars  kept  equal  to 118 

standard 278 

are  we  legally  on  tbe 127 

declaration  of  the  statutes  concerning 201 

essential  to  a  well -conceived  banking  system 155 

established  in  1834 200 

France  absolutely  secure  on 200 

Germany  absolutely  secure  on 201 

reaffirming  the 78,200 

sentiment,  growth  of,  in  the  middle  West 285 

statutes  affirming 79 

vital  importance  of 146 

supply 85 

discussion  of,  irrelevant ,. .      164 

sufficient 185 

used  in  the  arts 88 

visible 190,218,308,348 

in  England 349 

world's  stock  of 168 
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Qovemment  a  member  of  tbe  New  York  Clearing  Hoase 145 

duty  of,  to  pay  in  silver 200 

express  charges  on  silver  paid  by 286 

functions  of 264 

interference  of,  in  banking 112 

guaranty  of  final  redemption 196 

not  a  bank  of  issue 142 

should  not  issue  demand  obligations 72 

notes,  countries  that  issue 196 

gradual  retirement  of 269 

relations  of,  to  banking 92 

superintendence  of  banks 132 

Greenbacks  a  forced  loan  when  first  issued 75 

canceling  the 123, 228 

experience  of  the  country  with 283 

gold  available  for  redemption  of 160 

gradual  retirement  of 291 

in  circulation,  amount  of 87 

made  gold  certificates 148 

redemption  of 118, 14fe 

retirement  of 144,215,269,282 

should  be  retired 73 

See  also  Legal  tenders. 

Gresham  law 129 

Guaranty 225,226 

fund  for  deposits 84 

mutual,  a  new  tiling 303 

Habit,  use  of  coin  or  paper  a 288 

Hardship  to  the  sparsely  settled  regions  in  lack  of  currency  facilities 204 

EJLL,  HOK.  EBEKEZBR  J.  (a  member  of  the  committee),  attended 55, 

133, 169, 201, 234, 274, 305 

remarks  and  qnestious  by 100, 102, 

119, 123, 136, 138, 147, 158, 176, 177, 182, 183, 185, 
186,  2(»2, 203, 205, 212,  -^  13, 218, 219, 220, 221, 222,  f 

223, 224, 225, 226,  229, 230, 231.  233, 255, 271, 272, 
284, 288, 302, 306, 31 1, 317, 322, 332, 338,  354,  355 

Independence  of  New  York  bankers 266 

Indiana,  growth  of  gold-standard  sentiment  in 285 

Insolvency,  refusal  to  furnish  currency  an  act  of 182 

Insolvent  banks.    See  Failed  banks. 

Insurance  of  banks,  mutual 336 

Insuring  depositors 102, 250 

Interest  on  deposits 277,341 

Interest,  rates  of,  in  Canada 213,255 

in  various  States 319 

true  bank  currency  lowers 205,212,307 

Interindebtedness  an  evidence  of  integrity  and  wealth 216 

of  the  United  States  computed 214 

Knox,  Hon.  .John  Jay  (ex-Comptroller  of  the  Currency)  quoted 126 

J0HH80K,  HOK.  HENAT  U.  (a  member  of  the  committee),  attended 55, 

133, 169, 201, 234, 274, 305 

remarks  and  questions  by 96, 98, 99, 

102, 104, 115, 116, 118, 119, 137, 140, 141, 145, 116, 
148, 150, 162, 163, 183, 184, 185, 195, 196, 217, 224, 
232, 233, 242, 254, 255, 267, 269, 285, 293, 294, 298, 
304, 316, 317, 321, 322, 323, 337, 344, 345,  354,  356 

Law  of  average,  all  business  rests  upon 248,296  | 

Lawful  money,  bank  notes  pavable  in 76  ^ 

silver  is,  under  H.  R.  5855 88  1 

under  H.  R.  5855  defined 223       "      ^ 

Legal  tender,  silver  dollar  a 79 

Legal  tenders  destroyed  by  H.  R.  5855 189 

in  circulation,  amount  of 87,168 

people  insist  on  using 130,193 

See  also  Greenbacks. 

Liability  of  stockholders 332 

Life  of  notes  under  various  banking  systems 259 

Limit  of  note  issues 220 

Limitation  of  bank  capital 230 
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Loan  and  trust  companies,  atiioaut  of  capital  of 153 

Loaning  money  can  not  be  compelled 127 

on  call 343 

Loans  against  bonds 94 

credit 94 

Loss  always  falls  upon  depositors 249 

Losses  under  H.  R.  5855,  estimating 250 

MeCLEABT,  HOK.  JAHES  T.  (a  member  of  the  committee),  attended 55, 

133, 169, 201, 234, 274, 305 

remarks  and  questions  by 81, 88, 138, 191, 194, 224, 272, 

287, 289, 290, 294, 298, 317, 320, 321, 323, 338, 353, 355 

XADDOX,  HON.  JOHN  W.  (a  member  of  the  committee),  attended 55, 133, 

201,  234, 274, 305 

Maintaining  gold  payments 344 

the  parity 234 

Manning,  Hon.  Daniel  (ex-Secretary  of  the  Treasury),  ceased  reissuing  one  and 

two  dollar  greenbacks 254 

Massachusetts  of  the  South,  Alabama  the 267 

Mechanics  National  Bank  of  New  York  cited 266 

Medium  of  exchange 91 

Metals,  parity  of  the 260 

Mexican  silver  dollar,  comparative  value  of _ 78 

Mill,  John  Stuart  (economists,  quoted 244 

MITCHELL,  HOK.  JOHN  MUBRAT  (a  member  of  the  committee),  attended 55, 

133, 169, 201, 234, 274, 305 

remarks  and  questions  by 89, 102, 121, 122, 123, 

127,  128, 136, 139, 141, 144, 161, 206, 238, 251, 269, 
270, 301, 317, 318, 319, 337, 338,  339,  843, 346,  354 
Monetary  Commission  bill.    Ste  Bill  H.  R.  5855. 

extract  from  report  of 62 

members  of 68 

purpose  of  the 78 

stiitement  in  behalf  of 55 

Money,  all  forma  of,  hoarded  in  the  panic  of  1893 216 

congestion  of,  in  great  centers 257,259,273,333 

held  by  banks,  classification  of 86 

in  existence,  sufficient , 266 

lawful.    See  Lawful  money. 

on  call,  loaning 343 

quantitative  theory  of 228 

three  kinds  of 125 

Mutual  guaranty  fund  a  new  thing 203 

Nacional-bank  system  preferred  to  State-bank  system 321 

Natural  system  of  issuing  bank  notes 95 

NEWLAND6,  HON.  FRANCIS  0.  (a  member  of  the  committee)  attended 55, 

133, 169, 201, 234, 274, 305 
remarks  and  questions  by . .  77, 82, 83, 84, 85, 86, 87, 88, 89, 
97,  133,  150, 151, 152, 153, 154, 155,  156, 157, 158, 
159, 160, 161, 162, 163, 164, 165, 166, 167, 168, 177, 
178, 179, 191, 195, 196, 218, 226, 227, 228, 229, 260, 
261, 262, 287, 288, 290, 298, 301, 303, 304, 305, 308, 
309, 310, 311, 312, 313, 314, 320, 324, 325, 326, 327, 
328, 329, 330. 347, 348, 349, 350, 351, 352,  353,  354 

New  York  bankers,  independence  of 266 

circulation  ot 126 

Clearing  House,  Government  a  member  of  the 145 

congestion  of  money  in.. 259,273 

North  Carolina,  business  conditions  in 324 

has  its  troubles 315 

speculation  in  real  estate  in 328 

Norwalk,  Conn.,  banking  facilities  of 317 

Note  issues,  limit  of 220 

Note-issuing  facilities,  country  bank  need 266 

Notes  a  first  lien  upon  assets 247 

banks  have  no  power  to  purchase 254 

not  required  to  issue 247 

decision  of  Supreme  Court  as  to  buying 319 

life  of,  under  various  banking  systems 259 

Government,  countries,  that  have 196 

issued  against  assets 96 
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Notes,  proportion  of,  issued  by  oity  and  country  banks 101 

Sherman  law,  experience  with 25S 

value  of  United  States 72 

Obligation,  silver  an 301 

Obligations,  all  existing,  converted  into  gold 76 

Panic  of  1857 191 

Panic  of  1893 154-156 

a  ps^cholo^cal  panic 169 

all  u>mi8  ol  money  hoarded  in 246 

deposits  withdrawn  during 245 

gold  at  a  premium  in 346 

Paper  currency,  sound  system  of,  must  rest  upon  a  gold  reserve 312 

Parity,  banks  to  maintaiu 220 

commission  to  consider,  proposed 261 

maintaining  the 234 

of  themetiOs 260 

Plan  of  cnrrency  reform  as  proposed  in  the  rejiort  of  the  Monetary  Commis- 
sion          62 

Platforms,  party,  disbelief  In  sincerity  of 322 

Political  discussion,  currency  to  be  removed  from 284 

Polk,  Leonidas  L 315 

Popular  idea  of  bank  notes 303 

Popularity  of  proposed  system  (H.  R.  5855)  with  banks 260 

Powers  given  banks 238 

of  the  Secretary  of  the  Treasury  and  the  Comptroller  of  the  Cur- 
rency  222,234,256 

Pound  sterling  the  standard  of  value  in  England 279 

Prejudice  against  banks 317 

FBDf CE,  HON.  OEOBGE  W.  (a  member  of  the  committee)  attended 55, 133»  201, 234, 

274,305 

remarks  and  questions  by 123, 124, 125, 146, 147, 293 

Principles  on  which  a  banking  law  should  be  framed 203  | 

Private  banks,  business  done  by 153        ^ 

Production  of  gold 88        J 

and  silver 185 

Profit  in  banking 211,264 

on  currency  under  the  several  bills 187 

the  motive  of  the  banker  in  issuing  cnrrency 187 

Protectionist,  Hon.  Oeorge  F.  Edmunds  declares  himself  a 73 

Purchasing  notes,  banks  have  no  power  of 254 

Quantitative  theory  of  money 228 

Raiding  the  Treasury  for  gold 109 

Rate  of  discount,  raising  the 134, 136, 137 

Rates  of  i  n  terest .  legal 137, 138 

Redemption  agencies 336 

amount  of  annual  bank  note 259 

at  the  subtreasuries 335 

by  the  public  Treasury,  sound  banking  incompatible  with 171 

current 192,221,259,272,333 

Treasury  relieved  of,  by  H.R.3333 194 

cost  to  the  people  of  the  present  system  of 194 

final 223 

Government  guarantee  of 196 

gold 119,220,256,280  I 

reserve  for 244  . 

in  gold  or  silver,  bank 107  ' 

of  greenbacks 118,146 

gold  available  for 160         ^ 

banknotes 130,170 

places  of 221,260 

proposed  system  of,  in  H.R.5855 297 

quick 276 

Real  estate,  bank  capital  invested  in 113 

currency  not  to  be  issued  against  capital  in 302 

New  York  banks  do  not  loan  on 123 

owned  by  Chemical  National  Bank  of  New  York 113 

speculations  in  North  Carolina 328 

surplus  invested  in 113 

Reenacting  existing  law  in  H.  R.  5855 81 

Reichsbank  of  Germany,  emergency  issues  of 338 
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Relief,  Congress  should  give 268 

Report  of  &e  Monetary  Commission,  extract  from 62 

signers  of 68 

Reserves  against  deposits 154,223 

classification  of 157 

Reserves,  bank 83,189.309 

heldingold 108 

Reserve,  bonds  held  as  a 126 

gold : 244,344 

diminishing  the 318 

Resoarces,  disparity  of,  l^t ween  different  sections  of  the  country 237 

Retiring  the  greenbaclis 73,144,269,282,291 

Risks  in  banking  greatest  in  rural  communities 173 

Safety  fund  provisions  of  proposed  bills 174 

of  bank  notes,  table  showing 172 

note  issued  under  H.R.5fe5 96 

proposed  currency 74 

Savings  banks  in  the  South,  few 276 

Scotch  notes,  life  of 259 

Secretary  of  the  Treasury,  powers  of 222,234 

Secured  circulation  under  ti.  R.5181 176 

currency 175 

Security  of  depositors 98,339 

proposed  system  H.  R.5855 98 

provisions  under  H.  R.  5181  and  H.  R.  5855 171 

Shermanlaw  notes,  experience  with 253 

Silver  an  obligation 301 

banks  avoid  holding 87 

bullion,  sale  of,  provided  for 241 

certificates,  experience  of  Hon.  Charles  S.  Fairchild  with 254 

location  of 85 

provided  for  In  H.  R.  5865 219 
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THE  INCORPORATION  OF  CLEARING  HOUSES  UNDER  FEDERAL 
LAW  FOR  THE  PROTECTION  OF  COMMERCIAL  CREDIT. 


Committee  on  Banking  and  Oureenoy, 
Washington^  D.  C,  Wednesday^  April  13j  1898. 

The  ccimmittee  met  at  10.30  a.  m.,  Hod.  Joseph  H.  Walker  in  the 
chair. 

Present:  Messrs.  Walker,  Johnson,  Van  Voorhis,  McCleary,  Fowler, 
Spalding,  Hill,  Southwick,  Prince,  Mitchell,  Capron,  Cox,  and  Ermen- 
trout. 

Theodore  Oilman,  esq.,  a  banker  of  l^ew  York  City,  appeared  before 
the  committee  in  advocacy  and  explanation  of  the  bill  H.  B.  9279. 

[Bill  H.  B.  0279,  Fifty-flAh  Congreaa,  seoond  session.] 

In  the  HoQBe  of  Representatives,  March  17, 1898.  Mr.  Bartholdt  (by  request)  intro- 
duced the  following  bill;  which  was  referred  to  the  Committee  on  Banking  and 
Cnrrency  and  ordered  to  be  printed. 

A  BILL  to  protect  and  support  commeroial  credit,  to  equalize  rates  of  interest,  to  provide  for  theincor* 
poration  of  clearinj(  houses,  to  regulate  and  define  tbeir  operations,  to  provide  a  clearing-house  cur- 
rency secured  by  pledge  of  commercial  assets  and  the  responsibility  of  the  associated  banlcs,  and  to 
provide  for  the  circulation  and  redemption  thereof. 

Be  it  enacted  hy  the  Senate  and  House  of  Bepreeentatiree  of  th^  United  States  of  America 
in  Congress  €usembledf  That  associations,  to  be  known  as  olearinK  houses,  for  the  set- 
tlement of  money  transactions  by  effecting  clearances  between  banks,  and  for  doing 
other  buainess  for  and  between  banks  not  inconsiBteot  with  the  provisions  of  this  act, 
may  be  formed  by  any  number  of  banks  not  less  than  five  duly  incorporated,  either 
Qnder  the  national  currency  act  or  under  the  laws  of  any  State  or  Territory,  oi  which 
a  majoriln^  shall  be  organized  under  the  national  currency  act,  in  any  city  of  not  less 
than  six  thoasand  inhabitants,  who  shall  enter  into  articles  of  association  for  the  regu- 
lation of  the  liiisiness  of  the  association  and  the  conduct  of  its  affairs,  which  said 
articles  shall  be  approved  by  the  stockholders  of  each  bank  uniting  to  form  the 
association  at  a  meeting  called  for  the  purpose  and  shall  be  signed  by  the  officers  of 
each  bank  by  authority  conferred  upon  them  to  do  so  by  vote  of  the  stockholders, 
and  a  copy  of  theui  forwarded  to  the  Comptroller  of  the  Currency,  to  be  filed  and 
preserved  iu  his  office. 

6kc.  2.  That  the  banks  uniting  to  form  such  an  association  shall,  by  their  proper 
officers,  make  an  organization  certificate,  which  shall  specify — 

First.  The  name  assumed  by  such  association,  which  name  shall  be  ''The  Clearing 
House  of  (giving  the  name  of  the  city  where  located  and  where  its  business  of 
effecting  clearances  shall  be  carried  on)." 

Second.  The  names,  the  amounts  of  the  capital  stock,  and  the  number  of  shares 
into  which  it  is  divided,  of  the  banks  composmti:  the  association. 

Third.  A  declaration  that  said  certificate  is  made  to  enable  such  banks  to  avail 
themselves  of  the  advantage  of  this  act. 

The  said  certificate  shall  be  acknowledged  before  a  judge  of  some  court  of  record 
or  a  notary  public,  and  such  certificate,  with  the  acknowled;^n)ent  thereof  authenti- 
cated by  the  seal  of  such  court,  shall  be  transmitted  to  the  Comptroller  of  the  Cur- 
rency, who  shall  record  and  carefully  preserve  the  same  in  his  office.  Copies  of  such 
certificate,  duly  certified  by  the  Comptroller  and  authenticated  by  his  seal  of  office, 
shall  be  legal  and  sufficient  evidence  in  all  courts  and  places  within  the  United 
States  or  the  jurisdiction  of  the  Government  thereof  of  the  existence  of  such  nmo- 
ciation  and  of  eVery  other  matter  or  thing  which  could  be  proved  by  the  production 
of  the  original  certificate. 
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Sec.  3.  That  every  association  formed  pursuant  to  the  provisions  of  this  act  shall, 
from  the  date  of  the  execution  of  its  organization  oertincate,  be  a  body  corporate, 
but  shall  transact  no  business  except  such  as  may  be  incidental  to  its  organication, 
and  necessarily  preliminary,  until  authorized  by  the  Comptroller  of  the  Cnrrenoy  to 
oommence  the  business  of  effecting  clearances.  Such  associations  shall  have  power 
to  adopt  a  corporate  seal,  and  shiul  have  suocessiou  by  the  name  designated  in  its 
organization  certificate  for  the  period  of  twenty  years  f^om  its  organization,  unless 
sooner  dissolved  according  to  the  provisions  of  its  articles  of  association  or  by  act  of 
the  banks  owning  two-thirJs  of  the  capital  stock  represented  in  the  asHociation,  or 
unless  the  franchise  shall  be  forfeited  by  a  violation  of  this  act;  by  such  name  it  may 
make  contracts,  sue  and  be  sued,  complain  and  defend  in  any  court  of  law  or  equity 
as  fully  as  natural  persons ;  it  may  elect  or  appoint  directors,  and  by  its  board  of 
directors  appoint  a  president,  vice-president,  treasurer,  and  other  officers,  define  their 
duties,  require  bonds  of  them,  and  nx  the  penalty  thereof,  dismiss  said  officers,  or  any 
of  them,  at  pleasure,  appoint  others  to  fill  their  places,  and  exercise  under  this  act 
all  such  incidental  powers  as  shall  be  necessary  to  carry  on  the  business  of  a  clear- 
ing house  for  the  settlement  of  money  transactions  by  the  mutual  set-oflf  of  debits 
and  credits,  commonly  called  making  clearances  for  banks,  and  by  obtaining  and 
issuing  to  tne  banks  composing  the  association  notes  according  to  the  provisions  of 
tbis  act,  and  by  acting  as  trustee  for  the  note  holders  in  accordance  with  the  provi- 
sions of  this  act,  by  receiving  and  holding  in  trust  securities  pledged  by  the  mem- 
bers of  the  association  as  collateral  to  the  notes  issued  to  them,  to  be  called  ''clearing- 
house currency,"  and  by  acting  for  the  members  of  the  association  in  their  united 
capacity  when  authorized  to  do  so  by  a  majority  vote  of  said  members;  and  its  board 
of  directors  shall  also  have  power  to  define  and  regulate  by  by-laws  not  inconsistent 
with  the  provisions  of  this  act  the  manner  in  which  its  directors  shall  be  elected  or 
appointed,  its  officers  appointed,  its  propertv  transferred,  its  general  business  con- 
ducted, and  all  the  privileges  granted  oy  this  act  to  associations  organized  under 
it  shall  be  exercised  and  enjoyed;  and  its  usual  business  shall  be  transacted  at  an 
office  or  banking  house  located  in  the  place  specified  in  its  organization  certificate. 

Sec.  4.  That  the  affairs  of  every  association  shall  be  managed  by  not  less  than  nine 
cCirectors,  one  of  whom  shall  be  the  president,  a  majoritj^  of  whom  shall  be  directors 
in  banks,  members  of  the  association  which  are  organized  under  the  national  cur- 
rency act.  Every  director  shall,  during  his  whole  term  of  service,  be  a  citizen  of 
the  United  States,  and  at  least  two- thirds  of  the  directors  shall  have  resided  in  the 
State,  Territory,  or  district  in  which  such  association  is  located  one  year  next  pre- 
ceding their  election  as  directors,  and  be  residents  of  same  during  their  continuance 
in  office.  Each  dire(!tor  when  appointed  or  elected  shall  take  an  oath  that  he  will, 
so  far  as  the  duty  devolves  on  him,  diligently  and  honestly  administer  the  afl'airs  of 
such  association  and  not  knowingly  violate,  or  willingly  permit  to  be  violated,  any 
of  the  provisions  of  this  act,  which  oath,  subscribed  by  himself  and  certified  by  the 
officer  before  whom  it  is  taken,  shall  be  immediatelv  transferred  to  the  Comptroller 
of  the  Currency,  and  by  him  filed  and  preserved  in  his  office.  At  the  annual  meet- 
ings there  shall  be  appointed  or  eleit'ed  a  loan  committee,  whose  duties  shall  be  aa 
described  in  sections  nine  and  ten  of  this  act.  Members  of  this  committee  shall  not 
be  eligible  for  reelection  or  reappointment  until  one  year  after  their  terms  of  oflice 
shall  have  expired.  They  shall  be  divided  into  three  classes  at  their  first  election  or 
appointment,  one-third  shall  serve  one  year,  one-third  two  years,  and  one-third 
three  years,  and  at  every  election  or  appointment  thereafter  they  shall  be  elected 
or  appointed  for  a  term  of  three  years. 

Sec.  5.  That  the  directors  of  any  association  first  elected  or  appointed  shall  hold 
their  places  until  their  successors  shall  be  elected  and  qualified.  All  subsequent 
elections  shall  be  held  annually  on  such  day  in  the  month  of  January  as  may  be 
specified  in  the  articles  of  association,  and  directors  so  elected  shall  hold  their 
places  for  one  year,  and  until  their  successors  are  elected  and  qualified;  but 
any  director  having  in  any  manner  become  diRqnalified  shall  thereby  vacate  bis 
place.  Any  vacancy  in  the  board  shall  be  filled  by  appointment  by  the  remaining 
directors,  and  any  director  so  appointed  shall  hold  his  place  until  the  next  election. 
If  from  any  cause  an  election  of  directors  shall  not  be  made  at  the  time  appointed 
the  association  shall  not  for  that  cause  be  dissolved,  but  an  election  may  be  iield  on 
any  subsequent  day,  thirty  days'  notice  thereof  in  all  cases  having  been  given  in  a 
newspaper  published  in  tlie  city,  town,  or  county  in  which  tne  association  is 
located.  If  the  articles  of  association  do  not  fix  the  day  on  which  the  election 
shall  be  held,  or  if  the  election  should  not  be  held  on  the  day  fixed,  the  day  for  the 
election  shall  be  designated  by  the  board  of  directors  in  their  by-laws  or  otnerwiee: 
Provided,  That  if  the  directors  fail  to  fix  the  day,  as  aforesaid,  banks  representing 
two- thirds  of  the  capital  stock  represented  in  the  association  may. 

Sec.  6.  That  in  all  elections  of  directors,  and  in  deciding  all  questions  at  meetings 
of  members  of  the  association,  each  bank  member  shall  be  entitled  to  a  representa- 
tion equal  to  the  minimum  number  of  directors  allowed  by  law  to  said  bank,  but 
no  bank  organized  under  a  State  or  Territorial  law  shall  be  entitled  to  a  gzeater 
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representation  at  snoh  meetings  than  that  of  a  national  bank.  Directors  of  a  bank 
who  shall  be  appointed  to  represent  said  bank  at  meetings  of  the  association  may 
vote  by  proxy  dnly  authorized  in  writing,  but  no  officer,  clerk,  teller,  or  bookkeeper 
of  such  association  shall  act  as  proxy,  and  no  bank  any  of  whose  liabilities  are  past 
dne  and  nnpaid  shall  be  allowed  representation  in  the  board  of  directors  or  at  the 
meetings  of  the  association. 

Sec.  7.  That  if,  upon  a  oarefhl  examination  of  the  facts  so  reported,  and  of  any 
other  facts  which  may  come  to  the  knowledge  of  the  Comptroller,  whether  by  means 
of  a  special  commission  appointed  by  him  for  the  purpose  of  inoniring  into  the  con- 
dition of  such  association*  or  otherwise,  it  shall  appear  that  sncn  association  is  law 
fully  entitled  to  commence  the  business  of  a  clearing  house  as  described  in  this  act, 
the  Comptroller  shall  give  to  such  association  a  oertiticate,  under  his  hand  and  offi- 
cial seal,  that  such  association  has  complied  with  all  the  provisions  of  this  act 
required  to  be  complied  with  before  being  entitled  to  commence  the  business  of  a 
clearing  house  under  it,  and  that  such  association  is  authorized  to  commence  said 
business  accordingly;  and  it  shall  be  the  duty  of  the  association  to  cause  said  cer- 
tificate to  be  published  in  the  city  or  county  where  the  association  is  located  for  at 
least  sixty  days  after  the  issuing  thereof. 

Sbc.  8.  That  the  clearing-house  association  organized  under  this  act^  in  the  chief 
commercial  city  in  each  State,  or  in  the  city  most  central  and  convenient  for  busi- 
ness in  each  State,  or  any  clearing  house  so  organized  effecting  bank  clearings  of 
over  two  hundred  million  dollars  annually,  to  be  designated  and  approved  by  the 
Comptroller  of  the  Currency,  shall  be  made  a  clearing  house  of  issue.  And  if  there 
ahall  be  more  than  one  clearing  house  of  issue  in  a  State,  then  the  Comptroller  of 
the  Currency  shall  divide  the  State  into  clearing-house  districts,  and  banks  in  each 
State  or  district  shall  do  business  only  with  the  clearing  house  of  issue  in  their 
State  or  district. 

Skc.  9.  That  a  clearing  house  of  issue  shall  be  authorized  and  empowered  to 
receive  from  its  bank  members,  or  from  any  bank  member  of  a  clearing  house  within 
its  State  or  district,  with  the  approval  of  the  directors  of  said  clearing  house,  com- 
mercial assets,  promissory  notes,  bills  of  exchange,  convertible  bonds  and  stocks, 
and  other  securities  and  evidences  of  debt  as  collateral  security  for  the  circulating 
notes  of  the  said  association,  to  be  issued  as  provided  in  this  act,  and  on  the  approv^ 
of  the  value  of  said  commercial  assets  by  its  loan  committee,  the  said  clearing  house 
of  issue  may  deliver  to  said  bank  member  seventy-five  per  centum  of  said  value  in  its 
said  circulating  notes  as  an  advance  upon  said  pledged  property,  and  shall  require 
from  said  bank  member  its  promissory  note  of  equal  amount,  which  note  shall  be  in 
form  as  approved  by  said  clearing  house  of  issue.  The  bank  member  taking  said 
circulating  notes  shall  engage  to  redeem  them  in  the  lawful  money  of  the  United 
States  at  all  times  upon  demand  of  payment  duly  made  during  the  usual  hours  of 
business  at  the  office  of  such  bank  member,  and  also  when  called  upon  to  do 
so  by  the  clearing  honse  issuing  the  notes,  and  to  give  any  additional  collateral 
needed  to  restore  any  depreciation  in  the  value  of  the  assets  pledged,  on  demand ; 
and  on  failure  to  comply  with  such  demands  before  the  close  of  business  hours  of 
the  day  when  made  said  bank  member  shall  be  adjudged  in  default,  and  shall  be 
thereupon  closed  pending  an  examination  by  a  committee  from  the  association  which 
issued  the  notes.  On  recommendation  by  the  examining  committee  the  loan  com- 
mittee shall  proceed  to  liquidate  the  loan  by  turning  the  securities  into  cash,  in 
accordance  with  the  method  provided  in  section  ten.  The  bank  member  taking  said 
notes  may  release  its  securities  from  pledge  by  depositing  with  the  said  clearing 
house  of  issue  clearing-house  currency.  United  States  legal-tender  notes,  or  coin 
certificates,  with  any  charges  made  by  said  clearing  house  of  issue,  whereupon  it 
shall  be  entitled  to  and  shall  receive  all  its  securities  so  pledged.  The  charges  shall 
be  regulated  by  each  clearing  house  of  issue.  Upon  the  receipt  of  such  deposit  the 
clearing  house  of  issue  shall  immediately  give  notice  in  a  newspaper  published  in 
the  city,  town,  or  county  in  which  the  association  is  located,  which  notice  shall  be 
published  at  least  once  a  week  for  six  months  successively,  that  the  notes  of  such 
oank  member  will  be  redeemed  at  par,  and  that  all  the  outstanding  circulating 
notes  of  such  bank  member  must  be  so  presented  for  redemption  within  six  years 
from  the  date  of  such  notice,  and  all  notes  which  shall  not  be  thus  presented  for 
redemption  and  payment  within  the  time  dpecified  in^such  notice  shall  cease  to  be  a 
charge  upon  the  fnnds  in  tbe  hands  of  the  clearing  bouse  for  that  purpose.  At  the 
expiration  of  such  notice  it  shall  be  lawful  for  the  clearing  house  of  issue  to  surren- 
der, and  such  bank  member,  or  its  legal  representative,  shall  be  entitled  to  receive, 
all  the  ntoney  remaining  after  such  redemption,  except  so  much  thereof  as  may  be 
uecesMury  to  pay  the  reasonable  expenses  chargeable  against  the  said  accounts, 
including  tbe  payment  for  the  publication  of  the  above-mentioned  notices. 

Sec.  10.  That  each  bank  member  taking  such  circulating  notes  shall  guarantee 
tbe  clearing  house  of  issue  from  loss  resnlting  from' such  issue  to  them,  and  in  case 
of  a  default  in  the  payment  of  a  loan  when  demanded  by  the  clearing  house  of  issue 
or  of  default  arising  in  any  other  manner,  then  it  shall  be  the  duty  of  said  clearing 
house  of  issue  to  levy  upon  all  the  clearing  houses  in  said  State  or  district,  in  pro- 
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portion  to  the  capital  of  their  bank  niembeni,  a  sufficient  sam  to  provide  for  the 
payment  of  f^nid  loan,  which  sum  shall  be  held  for  the  payment  and  redemptiou  ot 
the  circulating  notes  so  issued.    And  if  enough  monev  can  not  be  otained  by  bbcIi 
assessments,  then  it  shall  be  the  duty  of  said  clearing  house  of  issue  to  report  to  the 
Comptroller  of  the  Currency  the  fact  of  said  default,  and  it  shall  be  his  duty  to  levy 
a  further  assessment  npon  all  the  clearing  houses  organized  under  this  act  in  all  the 
States  and  Territories  until  such  sum  is  secured,  in  which  case  the  funds  so  raised 
by  the  Comptroller  shall  be  paid  by  him  to  the  Treasurer  of  the  United  States  as  a 
special  fund  to  pay  the  circulating  notes  of  the  defaulting  bank  member;  and  he 
shall  appoint  a  receiver  for  the  collateral  securities  to  th^  loan  or  loans  in  default, 
who  shfldl  take  possession  thereof  and  turn  them  into  cash  and  distribute  the  pro- 
ceeds to  the  banks  which  have  contributed  to  the  assessment,  and  any  surplus  after 
reimbursing  them  their  advances  shall  be  handed  over  to  the  bank  member  m  default 
or  its  legal  representative.    But  if  the  assessment  by  the  clearing  house  of  issue  on 
the  banks  of  its  State  or  district  is  sufficient  to  provide  the  needed  funds,  then  the 
collaterals  shall  be  administered  upon  and  turned  into  cash  by  the  loan  committee 
or  by  a  liquidating  committee  of  said  clearing  house  of  issue,  and  the  cash  proceeds 
shall  be  appropriated  as  above  provided.    At  no  time  shall  tne  total  amount  of  such 
notes  issued  to  any  bank  member  exceed  the  amount  at  such  time  actnalljr  paid  in 
of  the  capital  stock  of  the  bank  member  so  applying.    And  said  loan  committee  are 
charged  with  the  duty  of  supervising  said  loans  so  as  to  maintain  the  margin  of 
value  of  the  collateral  security,  and  snail  demand  additional  seourities  to  make  good 
any  depreciation  in  their  value,  and  they  may  allow  withdrawals  and  anbstitationfl 
of  securities  which  shall  not  diminish  the  said  value. 

Sue.  11.  That  a  clearing  house  of  issue  shall  be  authorized  and  empowered  to 
receive  from  its  bank  members  gold  coin  of  the  United  States  of  full  weight,  and 
may  deliver  to  said  bank  qiember  its  circulating  notes  at  the  par  of  the  gold  coin  so 
deposited,  and  the  said  bank  member  shall  engage  to  redeem  said  circulating  ndtes 
at  all  times  when  called  upon  to  do  so  by  the  association  issuing  them.  Such  notee 
may  be  issued  to  any  bank  member  in  exchange  for  gold  coin  without  regKtd  to  the 
amount  of  the  capital  stock  of  the  bank  depositing  the  gold  coin.  The  clearing 
house  of  issue  shall  make  report  of  notes  so  issued  to  the  Comptroller  of  the  Cur- 
rency and  shall  make  no  charge  for  the  issue  of  its  notes  against  the  deposit  of  gold. 

Skc.  12.  That  in  order  to  furnish  suitable  notes  for  circulation  as  provided  in  this 
act,  the  Comptroller  of  the  Currency  is  hereby  authorized  and  required,  under  the 
direction  of  the  Secretary  of  the  Treasury,  to  cause  plates  and  dies  to  be  engraved, 
in  the  best  manner,  to  guard  agaiust  oouuterfelting  and  fraudulent  alterations,  and 
to  have  printed  therefrom,  and  numbered,  such  quantity  of  circulating  notes,  in 
blank,  of  the  denominations  of  one  dollar,  two  dollars,  five  dollars,  ten  dollars, 
twenty  dollars,  tiity  dollars,  one  hundred  dollars,  five  hnndred  dollars,  and  one 
thousand  dollars,  as  may  be  required  to  supply  under  this  act  the  associations 
entitled  to  receive  the  same,  which  notes  shall  express  npon  their  face  that  they  are 
secured  by  deposit  with  the  clearing  house  of  issue  at  (naming  the  city)  of  oommer- 
cial  assets  at  seventy-five  per  centum  of  their  market  value,  or  of  gold  coin  at  its 
par  value,  and  that  said  clearing  house  holds  said  assets  or  gold  coin  as  trusted  for 
the  note  holder  to  secure  their  payment,  which  payment  is  guaranteed  by  the  asso- 
ciated banks  of  the  United  States  through  any  clearing  house,  and  shall  be  attested 
by  the  signatures  of  the  president  or  vice-president  and  treasurer  of  said  clearing 
house  of  issue  as  for  account  of  the  bank  member  receiving  said  notes ;  and  oo 
requisition  of  a  clearing  house  of  issue  the  comptroller  of  the  currency  shall  forward 
the  amount  of  blank  notes  in  denominations  as  called  for  as  maybe  required  to  sup- 
ply the  bank  member  entitled  to  receive  thif  same  under  this  act. 

Sec.  13.  That  after  any  such  olearin|<  house  of  issue  shall  have  caused  its  promises 
to  pay  such  notes  on  demand  to  be  signed  by  the  president  or  vice-presiuent  and 
treasurer  thereof,  in  such  manner  as  to  make  them  obligatory  promissory  notes,  pay- 
able on  demand,  such  clearing  house  of  issue  shall  deliver  them  to  the  bank  member 
entitled  to  receive  them,  who  is  hereby  authorized  to  issue  and  circulate  the  same  as 
money,  and  the  same  shall  be  received  at  par  at  all  the  clearing  houses  in  the 
United  States  organized  under  this  act ;  and  said  clearing  house  of  issue  shall  there- 
upon forward  to  the  Comptroller  of  the  Currency  a  certificate  setting  forth  the 
amount  of  notes  delivered,  the  name  of  the  bank  member  receiving  same,  and  the 
amount  of  the  collateral  security  held  in  trust  for  their  redemption. 

And  every  bank  member  of  every  clearing  house  organized  under  this  act  shall 
take  and  receive  at  par.  for  any  debt  or  liability  to  it,  any  and  all  notes  or  bills 
issued  by  any  clearing  house  of  issue  organized  under  this  act. 

The  meeting  together  of  any  persons  who  are  officers,  agents,  or  employees  of  per- 
sons, firms,  or  corporations  in  any  one  or  more  places  once  in  thirty  days  or  oftener, 
for  the  purpose  of  exchanging,  paying,  or  in  any  other  way  satisfying  any  obliga- 
tions used  in  commerce  among  the  several  States  by  any  two  or  more  of  such  persons, 
firms,  or  corporations,  or  for  the  purpose  of  the  settlement  of  money  transactions  by 
the  mutual  set-off  of  debits  and  credits,  oommonly  oidled  making  clearances  for 
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bankSy  shall  constitnte  snoh  persons,  firms,  or  corporations  represented  in  Bnch  meet- 
ing a  clearing  boase  association,  for  the  purpose  of  the  taxation  heroin  imposed, 
aud  snch  persons,  firms,  or  corporations  represented  shall  be  Jointly  and  severally 
liable  to  pay,  and  shall  pay,  into  the  Treasury  of  the  United  States  a  duty  in  amount 
eqnal  to  one  one-fiftieth  of  one  per  centum  on  the  aggregate  amount  of  all  such  obli- 
gatioziB  exchanged,  paid,  or  in  any  way  satisfied,  or  on  the  aggregate  amount  of  the 
money  transactions  settled  by  the  mutual  set-off  of  debits  and  credits,  at  each  and 
erery  meeting  of  persons  acting  for  such  persons,  firms,  or  corporations:  Provided^ 
howeoer^  That  in  case  any  such  clearing-house  association  pays  one-half  of  the  tax 
herein  imposed  on  or  before  the  day  it  is  due  and  payable,  the  otber  half  shall  be 
and  is  hereby  remitted :  AndproHded  further ,  That  the  tax  herein  imposed  on  clearing- 
house associations  herein  described  shall  be  wholly  remitted  to  all  members  of  clear- 
ing houses  that  are  incorporated  under  this  act. 

Sec.  14.  That  it  shall  be  the  duty  of  the  clearing  house  of  issue  to  receive  worn- 
out  or  mutilated  circulating  notes  iBsued  by  it  to  any  bank  member,  and  also,  on 
doe  proof  of  the  destrnction  of  any  such  circulating  notes,  to  deliver  in  place  thereof 
other  circulating  notes  of  like  tenor  and  amount.  And  such  worn-out  or  mutilated 
notes,  after  a  memorandum  shall  have  been  entered  in  the  proper  books,  as  may  be 
established  by  the  clearing  house  of  isflue,  as  well  as  all  circulating  notes  which 
shall  have  been  paid  or  surrendered  to  be  canceled,  shall  be  burned  to  ashes  in 
presence  of  three  persons,  one  to  be  appointed  bv  the  Comptroller  of  the  Currency, 
one  by  the  clearing  house  of  issue,  and  one  by  the  bank  member  on  whose  account 
they  were  issued;  and  a  certificate  of  such  burning  shall  be  made  on  the  books  of 
the  clearing  house  of  issue,  and  duplicates  forwarded  to  the  Comptroller  of  the  Cur- 
rency and  to  the  bank  member  whose  notes  are  thus  canceled. 

Ssc.  15.  That  it  shall  be  unlawful  for  any  officer  acting  under  the  provisions  of 
this  act  to  countersign  or  deliver  to  any  association  or  to  any  other  company  or  per- 
sons any  circulating  notes  contemplated  by  this  act,  except  as  hereinbefore  provided 
aud  in  accordance  with  the  true  intent  and  meaning  of  this  act.  Any  ofiicer  who 
shall  violate  the  provisions  of  this  section  shall  be  deemed  guilty  of  a  high  misde- 
meanor, and  on  conviction  thereof  shall  be  punished  by  fine  not  exceeding  double 
the  amount  so  countersigned  and  delivered  and  imprisonment  not  less  than  one  year 
aud  not  exceeding  fifteen  years,  at  the  discretion  of  the  court  in  which  he  shall  be 
tried. 

bKC.  16.  That  it  shall  be  lawful  for  any  such  association  to  purchase^  hold,  and 
convey  real  estate  as  follows : 

First.  Such  as  shall  be  necessary  for  its  immediate  accommodation  in  the  transac- 
tion of  its  business. 

Second.  Such  as  shall  be  mortgaged  to  it  in  good  faith  by  way  of  security  for  debts 
previously  contracted. 

Third.  Such  as  shall  be  conveyed  in  satisfaction  of  debts  previously  contracted  in 
the  course  of  its  dealings. 

Fourth.  Such  as  it  shall  purchase  at  sales  under  judgment,  decrees,  or  mortgages 
held  by  such  association,  or  shall  purchase  to  secure  debts  due  to  said  association. 

Such  association  shall  not  purchase  or  hold  real  estate  in  any  other  case  or  for  any 
otber  purpose  than  as  specified  in  this  section,  nor  shall  it  hold  the  possession  of  any 
real  estate  under  mortgage,  or  hold  tiie  title  and  possession  of  any  real  estate  pur- 
chased to  secure  any  debts  due  to  it  for  a  louger  period  than  five  years. 

Src.  17.  That  the  plates  and  special  dies  to  be  procured  by  the  Comptroller  of  the 
Currency  for  the  printing  of  such  circulating  notes  shall  remain  under  his  control 
and  direction,  ana  the  expense  necessarily  incurred  in  executing  the  provisions  of 
this  act,  respecting  the  procuring  of  such  notes  and  all  other  expenses  of  the 
bureau,  shall  be  assessed  each  year  upon  the  clearing  houses  organized  under  this 
act,  in  proportion  to  the  capital  stock  of  their  members. 

Skc.  18.  That  the  Comptroller  of  the  Currency,  with  the  approbation  of  the  Sec- 
retary of  the  Treasury,  as  often  as  shall  be  deemed  necessary  or  proper,  or  at  the 
request  of  any  clearing  house,  shall  appoint  a  suitable  person  or  persons  to  make  an 
examination  of  the  affairs  of  every  association  organized  under  this  act,  which  per- 
son shall  not  be  a  director  or  other  officer  in  any  association  whose  affairs  he  shall  be 
appointed  to  examine,  and  who  shall  have  power  to  make  a  thorough  examination 
into  all  the  affairs  of  the  association,  and  m  doiijg  so  to  examine  any  of  the  offi- 
cers and  agents  thereof  on  oatli,  and  shall  make  a  full  And  detailed  report  of  the 
cnudition  of  the  association  to  the  Comptroller,  who  shall  fix  the  compensation  for 
his  services. 

Skc.  19.  That  every  president,  director,  treasurer,  teller,  clerk,  or  agent  of  any 
association  who  shall  embezzle,  abstract,  or  willfully  misapply  any  of  the  moneys, 
funds,  or  credits  of  the  association,  or  shall,  without  authority  from  the  directors, 
issue  or  put  in  circulation  any  of  the  notes  of  the  association,  or  shall,  without  such 
authority,  assign  any  note,  bond,  draft,  bill  of  exchange,  mortga>£e,  judgment,  oi 
decree,  or  ahaJl  make  any  false  entry  in  any  book,  report,  or  statement  of  the 
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association  with  intent  in  either  ease  to  injure  or  defirand  the  assoelation,  or  any 
other  company,  hody,  politic  or  corporate,  or  anj  individnal  person,  or  to  deoeiT« 
any  ofiBcer  of  the  onsoeiation,  or  any  a|^ent  appointed  to  examine  the  affaire  of  soy 
such  association,  shall  be  deemed  gniity  of  a  misdemeanor,  and  npon  conyictioii 
thereof  shall  be  punished  by  imprisonment  not  less  than  five  nor  more  than  ten 
years. 

8bc.  20.  That  every  person  who  shall  mntilate,  cut,  deface,  disfigure,  or  perforate 
with  holes,  or  shall  nnite  or  cement  together,  or  do  any  other  thins  to  any  note  issaed 
by  any  such  association,  or  shall  cause  or  procure  the  same  to  be  done,  with  intent  to 
render  such  note  unfit  to  be  reissued  by  said  association,  shall,  upon  conyiction,  for- 
feit fift^  dollars  to  the  association  who  shall  be  ii^ured  therebyi  to  be  recoTcred  by 
action  in  any  court  having  Jurisdiction. 

8kc.  21.  That  if  anv  person  shall  falsely  make,  forge,  or  counterfeit,  or  oause  or 
procure  to  be  made,  forged,  or  counterfeited,  or  willingly  aid  or  assist  in  falsely 
making,  forging,  or  counterfeiting,  any  note  in  imitation  of,  or  purporting  to  be  in 
imitation  of,  the  circulating  notes  issued  under  the  provisions  of  this  set,  or  shall 
pass,  utter,  or  publibh,  or  attempt  to  pass,  utter,  or  publish,  any  false,  forged,  or 
counterfeited  note,  purporting  to  be  issued  by  any  association  doing  business  under 
the  provisions  of  this  act,  knowing  the  same  to  be  falsely  made,  forged,  or  counter- 
feited, or  shall  falsely  alter,  or  cause  or  procure  to  be  falsely  altered,  or  willingly 
aid  or  assist  in  falsely  altering,  any  such  oirculating  notes,  issued  as  aforesaid,  or 
shall  pass,  utter,  or  publish,  or  attempt  to  pass,  utter,  or  publish,  as  true,  any  falsely 
altered  or  spurious  circulating  note  issued,  or  purporting  to  have  been  issued,  as 
aforesaid,  knowing  the  same  to  be  falsely  altered  or  spurious,  every  such  person 
shall  be  deemed  and  adjudged  guilty  of  felony,  and  being  thereof  convicted  by  due 
course  of  law  shall  be  sentenced  to  be  imprisoned  and  kept  at  hard  labor  for  a  period 
of  not  less  than  five  years  nor  more  than  fifteen  years,  and  fined  in  a  sum  not  exceed- 
ing  one  thousand  dollars. 

§KC.  22.  That  if  any  person  shall  make  or  engrave,  or  cause  or  procure  to  be  made 
or  engraved,  or  shall  nave  in  his  custody  or  possession  any  plate,  die,  or  block  after 
the  siuiilitnile  of  any  plate,  die,  or  block  f^om  which  any  circulating  notes,  issued  ss 
aforesaid,  shall  have  been  prepared  or  printed,  with  intent  to  use  such  plate,  die,  or 
block,  or  oause  or  suffer  the  same  to  be  used,  in  forging  or  counterfeiting  Any  of  the 
notes  issued  as  aforesaid,  or  shall  have  in  his  custody  or  possession  any  blank  note 
or  notes  engraved  and  printed  after  the  similitude  of  any  notes  issued  as  aforesaid, 
with  intent  to  use  such  blanks,  or  cause  or  suffer  the  same  to  be  used,  in  forging  or 
counterfeiting  any  of  the  notes  issued  as  aforesaid,  or  shall  have  in  his  custody  or 
possession  any  paper  adapted  to  the  making  of  such  notes,  and  similar  to  the  paper 
u))on  which  any  such  notes  shall  have  been  issued,  with  intent  to  use  such  paper,  t>r 
cause  or  suffer  the  same  to  be  used,  in  forging  or  counterfeiting  any  of  the  notes 
issued  as  aforesaid,  every  such  person,  being  thereof  convicted  by  due  course  of  law, 
shall  be  sentenced  to  be  imprisoned  and  kept  to  hiud  labor  for  a  term  not  less  than 
five  nor  more  than  fifteen  years,  and  fined  in  the  sum  not  exceeding  one  thousand 
dollars. 

8kc.  23.  That  it  shall  be  the  duty  of  the  Comptroller  of  the  Currency  to  report 
annually  to  Congress  at  the  commencement  of  its  session : 

First.  A  summary  of  the  operatioiiS  and  condition  of  every  association  from  whom 
reports  have  been  received  the  preceding  year,  at  the  several  dates  to  which  snch 
reports  refer,  with  an  abstract  of  the  whole  amount  of  their  debts  and  liabilities, 
the  amount  of  circulating  notes  outstanding,  and  the  total  amount  of  means  and 
resources,  specifying  the  amount  of  lawful  money  held  by  them  at  the  times  of  their 
several  returns,  auilsuch  otiier  information  in  relation  to  said  associations  as  in  bis 
Judgment  may  be  useful. 

Second.  A  statement  of  associations  whose  business  has  been  closed  during  the 
year,  with  the  amount  of  their  circulation  redeemed  and  amount  outstanding. 

Third.  Any  amendment  to  the  laws  relative  to  clearing  houses,  bv  which  the  sys- 
tem may  be  improved,  and  the  security  of  the  holders  of  their  notes  may  be 
increased. 

Fourth.  The  whole  amount  of  the  expenses  of  carrying  out  the  provisions  of  this 
act.  And  such  report  shall  be  made  by  or  before  the  first  day  of  December  in  each 
year,  and  the  usual  number  of  copies,  for  the  use  of  the  Senate  and  House,  and  one 
thousand  for  the  use  of  the  Department,  shall  be  printed  by  the  Public  Printer  and 
in  readiness  for  distribution  at  the  tirst  meeting  oi  Congress. 

Skc.  24.  That  the  clearing  bouses  organized  under  this  act  may  organize  among 
themselves  asnociations  to  include  the  banks  members  thereof  in  any  State  or  dis- 
trict, and  may  hold  annual  conventions  and  meetings  at  other  times,  for  the  formn- 
latiou  of  rules  and  regulations  for  the  conduct  of  their  affairs  and  for  the  discussion 
of  financial  subjects  and  tor  the  preservation  and  exchange  of  information  to  govern 
the  granting  of  credits,  and  when  approved  by  the  Secretary  of  the  Treasury,  snch 
rules  and  regulations  shall  be  binning  upon  the  banks  and  clearing  houses  within 
said  State  and  district. 


INCORPORATION   OF   CLEARING  HOUSES.   *  9 

8kc.  25.  That  clearing  houses  organized  under  this  act  may  form  a  national  asso- 
ciation, which  shall  meet  In  conveution  annually,  and  whose  object  shall  be  the 
promotion  of  the  interests  of  the  banks  of  the  I'nited  States  receiving  the  benefits 
of  this  act,  and  said  convention  may  pass  rules  and  regulations  to  govern  the  opera- 
tions of  clearing  houses  and  the  banks  connected  with  same,  which,  when  approved 
by  the  Secretary  of  the  Treasury,  shall  be  binding  upon  such  clearing  houses.  The 
delegates  to  a  State  or  district  convention  shall  number  one  hundred,  and  to  a  gen- 
eral convention  three  hundred,  which  numbers  divided  into  the  aggregate  of  the 
banking  capital  represented  will  give  in  each  case  theamonnt  of  capital  to  be  taken 
as  the  basis  of  representation.  Ine  Comptroller  of  the  Currency  may  unite  banks 
into  voting  groups  where  their  separate  capital  is  below  the  basis  of  representation, 
and  each  group  snail  be  entitled  to  one  representative.  All  elections  of  representa- 
tives to  conventions  shall  be  by  a  minority  vote  of  the  directors  entitled  to  vote  of 
single  banks  and  banks  composing  groups;  each  bank  shall  have  a  vote  equal  to  the 
minimum  number  of  directors  allowed  to  it  by  law,  but  no  bank  shall  be  allowed 
more  votes  than  shall  be  given  to  a  national  bank,  and  no  bank  shall  have  more 
than  one  representative  in  the  national  association. 

Mr.  Gilman  addressed  the  committee  as  follows: 

STATEMENT  OF  MB.  THEODOBE  OILMAN,  BANEEB,  OF  HEW  TOBK 

CITY,  H.  T. 

Mr.  Chairman  and  Gentlemen  of  the  Committee  :  In  response 
to  the  request  of  the  chairman,  I  will  state  that  my  place  of  business 
is  in  New  York  (3ity.  I  have  been  a  banker  there  ever  since  1862.  My 
relations  have  been  all  over  the  country,  East  and  West,  chiefly  outside 
of  New  York  Cify. 

The  Chairman.  A  private  banker! 

Mr.  GriLMAN.  Yes,  sir. 

The  Chairman.  What  is  the  firm  namet 

Mr.  Oilman.  Oilman,  Son  &  Co. 

With  your  leave  I  will  read  this  letter: 

The  Statr  Bank  of  St.  Louis, 

St,  Louis f  Mo,,  April  9, 1898, 
Hon.  J.  H.  Walker, 

Chairman  Banking  Committee^ 

Bouse  of  liepresentaiivea,  Washington,  D.  C, 

Dkab  Sir:  I  see  yonr  committee  are  to  meet  on  the  proposed  emergency  cnrrency 
plan  of  Mr.  Theodore  Gilman  on  the  13th  iDstant.  I  am  of  the  opiDion  that  some 
plan  for  snch  a  cnrrency  onght  to  be  passed. 

Ton  will  find  in  Mr.  Gilman 's  book  a  few  suggestions  made  by  me  regarding  snoh 
a  cnrrency  and  a  schedule  regarding  same. 

If  we  could  have  had  a  hundred  millions  of  such  cnrrency  in  1893  it  would  have 
Bared  half  or  two-thirds  the  ill  effects  of  the  pauic.    It  may  be  the  present  Cuban 
trouble  will  make  some  such  measure  invaluable  now.     I  can  but  think  something 
in  this  direction  can  be  made  of  immense  value  to  the  country. 
Very  respectfully,  yoors, 

Charles  Parsons. 

I  would  like  to  make  two  remarks  abont  this  letter.  One  is  I  was 
immediately  struck  with  the  similarity  of  this  o)>iiii()n  of  Mr.  Parsons 
to  that  of  Mr.  J.  R.  McCulloch  in  1819  in  reference  to  the  panic  of  1837. 

The  UHAiBMAN.  Mr.  McGulloch  who  was  formerly  Secretary  of  the 
Treasury! 

Mr.  Gii-MAN.  No,  sir;  Mr.  McOulloch,  of  London,  the  great  British 
financial  authority.  He  wrote  that  had  this  princdple  of  a  secured 
currency  been  adopted  then,  the  crisis  of  1837  to  1839  would  have  been 
obviated  or  mate  ially  mitigtited.  Fifty  years  afterwards  Mr.  Charles 
Parson  A  makes  the  same  remark  in  reference  to  the  panic  of  1893. 

The  Chairman.  We  would  be  glad  if,  when  you  refer  to  different 
gentlemen,  you  wouhl  state  what  jxisitions  they  hold  or  who  they  are. 

Mr.  Oilman.  Charles  Parsons  is  president  of  the  State  Bank  of  St. 


10  mCORPOBATION   OP   CLEARING  HOUSES. 

J.oais,  Mo.,  and  a  former  president  of  the  American  Bankers'  Association. 
I  would  also  call  your  attention  to  the  last  three  words  of  Mr.  Par- 
sons's  letter — "to  the  country."  He  says:  "  I  think  something  in  this 
direction  can  be  made  of  immense  value  to  the  coantry."  He  speaks 
as  a  patriot  and  not  as  a  banker. 

Mr.  Oilman  then  proceeded  to  read  a  paper  which  he  had  prepared, 
as  follows : 

TWO  SYSTEMS  OF  BANKING. 

Mr.  Chairman  and  gentlemen,  there  are  only  two  systems  of  banking 
in  use  among  civilized  nations.  One  system  is  that  in  which  each  bank 
has  a  separate  individual  existence  nnder  the  laws  by  which  it  is  incor- 
porated, and  in  which  no  bank  has  a  superior  position  or  different 
functions  from  any  other. 

The  other  system  is  that  in  which  some  banks  have  different  func- 
tions and  a  superior  position. 

The  perception  of  this  distinction  is  necessary  to  the  right  under- 
standing of  the  phase  of  the  banking  question  we  are  about  to  consider, 
and,  as  examples  assist  in  the  undei  standing  of  abstract  propositions, 
yonr  attention  is  called  to  the  fact  that  there  are  now  in  the  hands  of 
this  committee  two  bills  which  represent  these  two  systems.  One  is  tlie 
bill  H.  R.  9725,  prepared  by  your  subcommittee  and  introduced  in  the 
House  of  Eepresentatives  on  April  5, 1898,  and  the  other  is  bill  H.  B. 
9279,  which  is  the  subject  of  the  present  hearing.  Bill  H.  K.  9725  repre- 
sents a  system  composed  of  individual  banks,  and  bill  H.  B.  9279  rep- 
resents a  graded  system. 

THE  COMPETITIVE  SYSTEM. 

The  fundamental  points  of  difference  between  these  two  systems  may 
be  briefly  summed  up  as  follows :  While  bill  H.  B.  9725  has  incorporated 
in  it  some  special  features,  which  will  be  hereafter  considered,  it  does 
not  depart  from  or  change  the  chief  characteristic  of  the  national-bank 
act,  which  is  that  it  provides  for  individual  independent  banks,  with  no 
relations  to  each  other,  and  dependent  for  their  solvency  upon  a  cash 
reserve  of  a  certain  percentage  of  their  obligations.  From  this  it  nec- 
essarily results  that  in  a  time  of  stringency  each  individual  bank 
becomes  a  competitor  with  every  other  bank  for  the  cash  needed  to 
replenish  and  maintain  its  reserves,  and  the  only  legal  means  for  keep- 
ing up  the  required  percentage  of  lawful  money  is  by  restricting  dis- 
counts  and  loans  and  compelling  the  business  public  to  liquidate  and 
pay  up.  The  methods  of  this  system  all  naturally  gravitate  toward  and 
end  in  panic.  Proper  names  for  this  system  are  the  ungraded  or  com- 
petitive, or  restrictive,  or  "panic  system,^'  according  as  its  different 
characteristics  are  to  be  emphasized. 

THE  COOPERATIVE  SYSTEM. 

Bill  H.  B.  9279,  on  the  other  hand,  provides  for  the  incorporation  of 
clearing  houses  with  limited  functions,  differing  from  the  existing 
national  banks,  but  organically  connected  with  them,  chief  among  the 
functions  given  to  the  clearing  houses  being  that  conferred  upon  air 
least  one  in  each  State,  which  em])owers  such  clearing  house  to  receive 
from  its  bank  members  and  to  hold  as  trustees  for  the  public  bank 
assets  and  to  issue  thereon  at  75  per  cent  of  their  ascertained  value 
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circnlatiDg  notes  good  at  any  clearing  house  in  the  land.  The  object 
of  this  provision  is  to  sustain  commercial  and  banking  credit  in  tiuies 
of  lack  of  conjidenee  by  providing  a  means  by  which  demands  for  cir- 
culating notes  of  undoubted  credit  may  be  met^  and  thereby  commerce 
and  trs^e  be  sustained  without  shock  to  credit. 

By  this  system  different  functions  are  bestowed  on  clearing  houses 
than  are  or  can  be  safely  possessed  by  commercial  banks.  Clearing 
houses  are  one  remove  farther  away  from  the  business  community  with 
their  urgent  appeals  than  are  popular  banks,  and  their 'action  would 
therefore  be  more  conservative  in  this  all-important  matter  of  the  issue 
of  currency.  At  the  same  time  they  are  so  closely  connected  with 
commercial  banks  that  they  can  be  appealed  to  and  make  instant 
response  in  case  of  need.  By  the  incorporation  of  clearing  houses  under 
a  Federal  law  with  these  special  functions  a  banking  system  is  consti- 
tuted and  it  is  made  cooperative  instead  of  competitive,  expansive  in 
case  of  need  instead  of  restrictive,  and  forced  liquidations  and  panic 
are  avoided.  The  clearing  houses  of  the  country  are  thus  brought  into 
the  closest  relations  with  all  commercial  banks,  and  those  relations  are 
strictly  defined  by  law,  which  now  they  are  not,  and  this  union  of  higher 
and  lower  brings  all  banking  operations  under  the  supervision  of  the 
Government  and  constitute  a  true  national-banking  system. 

The  methods  of  the  system  so  constituted  all  conspire  toward  and 
result  in  sustaining  and  protecting  commercial  credit  even  under  the 
severest  test.  Proper  names  for  this  system  are  a  graded  or  coopera- 
tive or  expansive  system,  or  a  system  of  ample  available  bank  reserves. 

THE  COMPETITIVE  SYSTEM  FOR  PRIVATE  PROFIT,  THE  COOPERATIVE 

FOR  THE  BENEFIT  OF  THE  PUBLIC. 

There  is  another  difference  between  these  two  systems  more  funda- 
mentiU  and  important,  it  is  that  the  ungraded,  competitive,  restrictive, 
panic  system  is  principally  constructed  for  the  private  pecuniary  bene- 
fit of  the  individual  banks,  while  the  graded  system,  with  its  cooperation, 
ex)>Hn8ion,  and  ample  available  reserve,  is  chiefly  for  the  benefit  of  the 
pnlilic.  Webster  said,  ''Banks  are  made  for  the  borrowers.  They  are 
made  tor  the  good  of  the  many  and  not  for  the  good  of  the  few."  The 
trend  of  the  provisions  of  the  ungraded  system  is  for  the  protection 
and  profit  of  the  individual  bank  even  to  the  extent  of  ciiusing  for  its 
protection  widespread  losses  to  the  commercial  public  by  panic  and 
forced  liquidation,  while  the  provisions  of  a  graded  system  have  as 
their  chief  object  the  protection  and  support  of  the  business  interests 
of  the  public.  These  two  bills  now  before  this  committee  are,  there- 
fore, in  their  ultimate  analysis,  the  one,  II.  K.  9725,  a  bill  for  ])ri  vate  ends 
and  profits,  and  H.  K.  9279  a  bill  for  the  benefit  of  the  interests  of  the 
public. 

TWO  NEW  FEATURES  IN  BILL  9725. 

A  clear  understanding  of  this  latter  bill,  H.  R.  9279,  for  which  this  hear- 
ing is  given,  will  be  promoted  by  incidentally  explaining  and  describing 
the  true  nature  of  the  former. 

It  has  already  been  said  that  an  examination  of  bill  H.  H.  9725  shows 
that  it  does  not  change  the  banking  principle  contained  in  and  limited 
by  the  present  national-bank  act.  The  bill  adds,  however,  two  features 
not  contained  in  that  act  by  proposing  the  issue  of  reserve  notes  to  take 
ap  Government  notes  and  the  issuing  of  circulating  notes  against  bank 
assets  in  the  hands  of  the  banks. 


12  INCORPORATION  OF  GLEARIKO  HOUSES. 

These  are  details  which  are  not  distinctive  and  which  might  be  added 
to  any  other  system  or  to  this  system  at  any  other  time.  Their  addi- 
tion might  be  approved  by  some  and  disapproved  by  others,  but  they 
are  only  modifications  of  the  present  national-banking  system,  and  they 
leave  it  in  its  fundamental  features  just  as  at  present,  a  series  of  separate 
individual  banks  numbered  one  np  to  over  three  thousand,  and  each 
bank  is  like  every  other  in  all  its  powers,  privileges,  and  fnnctiona. 

RESERVE  NOTES. 

It  is  hardly  necessary  to  consider  the  feature  of  the  bill  which  pro- 
vides reserve  notes  of  banks  in  place  of  Government  notes,  because  the 
fundamental  principle  of  the  system  is  not  changed  thereby.  Also  the 
obligation  of  the  Government  regarding  the  reserve  notes  is  only  sus- 
pended or  dormant,  and  on  the  failure  or  liquidation  of  a  national  bank 
it  revives.  The  relief  from  the  burden  of  redemption  is,  therefore,  only 
temporary,  and  it  would  be  certain  to  revive  at  a  time  when  banks 
generally  would  be  in  trouble,  and  then  the  plague  of  redemption  would 
exist  as  before  and  under  the  most  unpropitious  circumstances. 

The  Government  is  too  big  to  hide  behind  the  banks.  It  must  take 
care  of  itself.  It  has  had  an  Independent  Treasury  since  1840,  and  no 
step  should  now  be  taken  to  obliterate  the  strong  line  of  division 
between  the  fiscal  operations  of  the  Government  and  the  commercial 
business  of  the  people. 

UNSECURED  BANK  NOTES. 

Sot  is  it  worth  while  seriously  to  consider  the  issue  of  circulating 
notes  by  3,000  separate  individual  banks  against  securities  in  their 
own  possession,  because  it  also  does  not  change  the  character  of  the  old 
system.  Moreover,  the  principle  of  a  currency,  secured  by  assets  in 
the  hands  of  a  trustee,  has  become  too  thoroughly  ingrained  jn  the 
thoughts  of  the  people  to  admit  of  berng  dislodged  at  the  present  time. 
Bank  notes  on  assets  in  the  hands  of  banks  are  the  most  explosive 
form  in  which  bank  credit  can  be  put,  and  bills  issued  by  3,000  banks 
would  be  certain  to  produce  and  aggravate  a  panic.  Why  does  not 
the  bill  provide  that  these  notes  shall  be  accepted  by  all  national 
banks  at  parf  Is  it  because  they  are  good  enough  for  the  people  but 
not  good  enough  for  the  banks f 

These  two  features  of  reserve  notes  and  unsecured  bills  are  joined 
together,  and  the  banks  are  required  by  the  bill  to  incur  the  obligation 
of  redeeming  the  debt  of  the  Government  assumed  by  them  as  a  com- 
pensation for  the  privilege  of  an  unsecured  note  issue.  The  inducement 
held  out  to  the  banks  to  do  this  is  the  privilege  of  note  issues  on  their 
own  assets.  This  is  a  great  concession  and  a  good  source  of  income  to 
banks  and  a  fruitful  one  in  losses  to  the  public. 

THE  PUBLIC,  NOT  THE  BANKS,  SUFFER  FROM  CONTRACTION. 

Experience  has  shown  that  banks  can  exercise  tlie  function  of  unse- 
cured note  issue  and  continue  to  pay  dividends  even  though  the  public 
suffers  from  the  resulting  panic.  In  1837  the  banks  continued  to  pay 
dividends  while  the  country  was  ruined  by  the  liquidation  caused  by 
the  retirement  of  their  note  issues.  Banks  have  a  claim  equal  to  a 
mortgage  on  the  property  of  the  community,  and  if  a  demand  for  money 
occurs,  they  can  force  liquidations  and  get  back  the  money  loaned, 
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tboQgh  the  borrower  is  forced  to  the  wall.  Unsecared  note  issues  con- 
tract with  greater  rapidity  than  any  otber  form  of  bank  credit,  and 
are  the  greatest  sonrce  of  danger  to  the  basiuess  community,  but  the 
banks  themselves  do  not  suffer  from  the  contraction.  So  the  privilege 
of  note  issue  on  assets  in  their  hands  is  coveted  by  banks,  and  it  is 
used  in  bill  H.  K.  9725  to  induce  them  to  assume  the  obligations  of 
redeeming  Government  notes,  which,  in  the  report  on  this  bill,  is 
acknowledged  to  be  a  heavy  burden. 

Granting  all  that  is  said  in  the  report  of  your  special  subcommittee 
as  to  the  safety  of  unsecured  notes,  the  chief  argument  against  them 
is  left  unanswered,  that  they  are  like  scythes  to  mow  down  the  busi- 
ness which  the  banks  have  created.  As  Governor  Marcy  said,  in  his 
message  of  January  3, 1837,  of  an  unsecured  paper  circulation,  this  is 
an  evil  <*  against  which  it  is  the  duty  of  the  legislature  to  afford  ample 
and  certain  protection." 

TBX7E  NAME,  "THE  PANIC  SYSTEM.'' 

Bill  H.  B.  9725  is,  therefore,  the  present  competitive,  restrictive,  panic 
system  of  banking,  with  two  additional  features,  the  assumption  of  the 
payment  of  Government  notes  and  the  issue  of  notes  on  assets  in  the 
hands  of  each  one  of  the  3,000  or  4,000  banks.  Whether  or  not  these 
two  features  are  a  recommendation  or  a  disadvantage,  the  underlying, 
fundamental,  controlling  characteristic  of  the  banking  system  con- 
tained in  or  proposed  by  the  bill  H.  R.  9725  is  the  same  as  contained  in' 
the  national-bank  act;  that  is,  one  of  separate,  individual  banks,  no  one 
of  which  is  different  in  any  respect  from  any  other. 

There  is  no  cooperation  between  banks  proposed  in  the  bill,  and  in 
case  of  panic  each  of  the  3,000  banks  must  fight  for  its  own  life.  This 
produces  restriction  of  banking  facilities  at  the  first  sign  of  monetary 
distni  banco,  nor  is  there  any  provision  for  the  support  of  commercial 
credit  in  time  of  panic.  The  true  name  for  such  a  system  is  the  ^'panic 
system." 

aOYERNMENT  FINANOES  SHOULD  BE  INDEPENDENT. 

I  am  not  here  to  criticise  this  bill,  and  I  only  point  out  its  chief  char- 
acteristics as  I  understand  them,  that  this  committee  may  see  clearly 
what  is  proposed  to  accomplish  by  bill  H.  E.  9279.  That  bill  which  is 
the  subject  of  the  present  hearing  is  a  banking  and  currency  measure, 
and  has  nothing  to  do  with  the  finances  of  tbe  Government.  These 
two  subjects  should  be  kept  distinct.  The  independence  of  the  United 
States  Treasury  from  the  banking  operations  of  the  people  was  estab- 
lished, as  I  have  said,  in  1840,  and  the  advantages  resulting  to  the 
Government  from  this  separation  have  been  almost  universally  acknowl- 
edged. Tbe  financial  principle  seems  well  established  that  the  Govern- 
ment should  take  care  of  its  obligations,  and  corporations  created  by 
the  Government  of  theirs. 

If  the  Government  is  in  need  of  revenue  to  defray  its  expenses  in 
peace  or  in  war,  it  must  find  the  ways  and  means  to  raise  a  revenue  suf- 
fi<*ient  to  meet  them.  If  the  demand  notes  of  the  Government  are  pre- 
sented in  excess  of  the  ability  of  the  Treasury  to  pay  them  in  coin,  the 
Government  must  find  the  ways  and  means  to  replenish  its  coin  reserve. 
If  Congress  should  decide  not  to  make  such  provision,  the  banks  must 
accept  that  decision  for  they  are  powerless  to  change  it.  Their  prov- 
ince is  to  do  business  in  the  currency  which  the  Government  provides^ 


14  INCOBPOBATION   OF   CL£ABINO  HOUSES. 

not  to  decide  what  that  cnrrency  shall  be.  The  laws  of  banking  govern 
banking  operations  whether  the  currency  is  silver  or  gold  or  an  irre- 
deemable paper  money.  The  whole  matter  of  the  carrency  of  the  Gov- 
ernment is  outside  of  the  banking  question,  and  the  two  should  be 
separated  and  taken  up  and  decided  apart  from  each  other.  The  bank- 
ing system  should  not  be  the  battlefield  for  warring  currency  factious. 
Banking  and  cnrrency  are  matters  relating  to  corporations  created 
by  the  Government  and  relating  to  the  people  and  to  their  commercial 
transactions,  all  of  whom  are  persons  and  subjects  of  the  Government, 
so  no  apology  is  needed  for  asking  the  attention  of  the  Committee  on 
Banking  and  Currency  to  a  bill  which  treats  only  and  exclusively  of 
banking  and  currency. 

BENEFITS  OF  ▲  GOOD  BANK  OUBBENOY. 

While  Government  and  bank  currency  are  two  distinct  questions,  it 
is  also  true  that  a  good  banking  currency  will  aid  the  country  in  maiu- 
taining  a  good  Government  currency.  If  the  bank  currency  sustains 
and  protects  commercial  credit,  there  would  be  less  discussion  of  the 
money  question.  A  good  bank  currency  would  give  the  advocates  of 
silver  and  fiat  money  all  they  are  striving  for,  while  they  would  be 
grievously  disappointed  with  the  result  of  free  silver  and  unlimited 
Government  currency.  The  inflation  caused  by  free  silver  or  fiat  money 
would  take  place  once,  and  that  would  be  the  end  of  it.  A  few  would 
be  made  rich,  but  it  would  not  be  the  farmer,  nor  cotton  grower,  nor 
mechanic.  Can  the  people  of  a  mining  State  be  sure  that  those  who 
would  amass  fortunes  would  remain  in  those  States  to  spend  themt 
Would  they  not  come  east  or  go  to  Loudon  or  Paris t 

But  a  good  banking  system  wonld  remain  in  the  State  to  perform  its 
functions  season  after  season  and  year  after  year,  conveying  the  life- 
blood  of  commerce  through  the  veins  and  arteries  of  the  body  commer- 
cial that  are  now  well-nigh  bloodless  and  paralyzed.  Free  silver  could 
not  benefit  a  mining  State  as  could  free  banking  facilities.  <^ Credit," 
said  Daniel  Webster,  '^has  done  more  a  thousand  times  to  enrich 
nations  than  all  the  mines  of  all  the  world."  So  a  bill  to  protect  credit 
will  do  more  to  enrich  the  United  States  than  its  mines  can  ever  do. 

NAl^IONAL-BANK  ACT  SHOULD  STAND  WITHOUT  AMENDMENT. 

Bill  II.  E.  9279  does  not  disturb  or  conflict  with  the  national-bank 
act.  It  is  supplementary  to  it.  Popular  banks  are  provided  for  in 
the  national-bank  act,  and  the  measure  now  under  consideration  pro- 
poses that  that  act  shall  stand  without  amendment.  The  national- 
bank  act  is  admirable  in  all  its  provisions;  it  is  the  flower  and  fruit  of 
republican  banking  legislation;  it  has  served  the  people  well  these 
thirty-five  years,  it  has  their  confidence,  and  is  enshrined  in  their  affec- 
tions. A  change  in  that  act  would  be  most  risky  and  most  serious. 
Moreover,  no  changes  are  required  in  it,  for  it  is  difficult  to  see  how  a 
general  law  could  be  made  more  perfect.  Also  hundreds,  and  perhaps 
thousands,  of  legal  decisions  have  been  rendered  by  the  courts  defining 
the  meaning  of  its  various  sections,  and  successive  Congresses  have 
revised  and  amended  it,  and  digests  have  been  made  of  these  decisions 
and  amendments  until  a  code  of  banking  law  has  grown  up  in  these 
thirty-five  years  around  the  national-bank  act  which  is  one  of  the  most 
valuable  products  of  our  national  legislation.  To  lose  all  this,  to  sweep 
it  away  with  a  new  national-bank  act,  would  inflict  'such  a  loss  on  our 
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people  that  it  should  not  be  thought  of  except  under  the  direst  neces- 
sity. No  snch  necessity  exists.  What  is  needed  is  to  complete  the 
national-banking  system,  not  to  change  it.  Bill  H.  E.  9279  proposes  to  do 
that  by  incorporating  oar  clearing  houses  under  a  Federal  law,  and 
thus  bring  all  banking  operations  under  Federal  supervision  and  controL 

COMPLETION  OF  NATIONAL  BANKING  SYSTEM. 

The  conception  of  the  framers  of  the  national-bank  act  is  thus  ful- 
filled by  taking  the  last  step  necessary  to  bring  all  the  banking  opera- 
tions of  the  country  into  the  one  system.  When  clearing  houses  are 
thus  incorporated  under  a  Federal  law,  it  will  be  safe  to  give  to  them 
special  functions  which  can  not  be  conferred  safely  on  popular  banks, 
chief  among  which  is  the  power  to  act  as  trustees  for  the  public  by 
holding  in  trust  securities  pledged  by  popular  banks  against  which 
circulating  notes  may  be  issued  at  75  per  cent  of  their  ascertained 
value,  good  and  receivable  at  any  clearing  house  in  the  nation. 

This  function  can  be  safely  given  to  at  least  one  clearing  house  in 
each  State,  so  as  to  secure  a  local  issue  of  currency,  and  the  exercise 
of  this  function  will  remedy  the  only  detect  in  our  banking  system, 
which  is  the  absence  of  the  power  of  self  preservation  and  of  the  pro* 
tection  of  commercial  credit.  This  change  would  make  it  impregnable, 
and,  like  our  judicial  system,  the  foremost  among  the  banking  systems 
of  all  the  nations  of  the  earth. 

THE  PROTECTION  AND  SUPPORT  OF  COMMERCIAL  CREDIT. 

If  it  is  asked  what  is  the  reason  for  this  addition  to  our  banking 
laws,  the  answer  is,  because  there  is  no  provision  in  the  national-bank 
act  and  none  is  proposed  in  bill  H.  B.  0725  for  the  support  of  commercial 
credit,  and  for  lack  of  such  support  we  have  seen  of  late  years  suc- 
cessive panics  march  over  our  land,  destroying  and  prostrating  business 
almost  to  the  point  of  the  exhaustion  of  the  country.  Every  emer- 
gency or  disaster,  or  war  or  rumor  of  war,  reveals  the  weakness  of  our 
system,  which  trembles  at  the  first  approach  of  danger,  because  it  is 
conscious  of  its  lack  of  protection. 

The  great  business  need  of  our  country  to-day  is  the  assurance  of 
the  protection  of  commercial  credit. 

COMMERCIAL  CREDIT  DEFINED. 

The  bill  which  is  the  subject  of  this  hearing  has  for  its  chief  object 
to  support  commercial  credit.  By  commercial  credit  is  meant  the 
solvency  of  solvent  individuals,  firms,  and  corx)orations  engaged  in 
commerce  and  finance.  To  support  the  credit  of  solvent  parties  is  to 
provide  means  and  measures  to  insure  their  solvency.  Solvency  is 
that  state  of  a  sound  concern,  be  it  corporation,  firm,  or  individual,  in 
which  it  is  able  to  provide  the  money  necessary  to  carry  on  its  business 
and  meet  its  obligations  out  of  its  cash  on  hand,  or  upon  sales  of  its 
notes  or  property,  or  by  loans  thereon. 

Insolvency  may  overtake  a  concern  by  reason  of  losses  and  misfor- 
tunes, or  insolvency  may  occur  when  the  concern  has  met  no  losses  and 
has  ample  bank  balances  to  its  credit  and  its  hands  full  of  good  assets, 
but  owin^  to  a  monetary  disturbance  it  can  not  draw  money  from  the 
bank  or  find  purchasers  for  its  property,  however  low  the  price  may  be 
fixed,  or  obtain  loans  on  its  notes,  however  well  secured  by  valuable 
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assets.  The  support  of  commercial  credit,  which  this  bill  contemplates, 
is  that  of  solvent  concerns  who  can  make  good  and  valid  obligations, 
and  who  can  offer  abundant  assets  as  security  for  loans,  and  of  whose 
credit  and  ultimate  solvency  there  can  be  no  question. 

It  might  appe^  that  strong  parties,  individuals,  firms,  and  corpora- 
tions of  the  kind  described  are  not  in  need  of  protection,  but  are  amply 
able  to  take  care  of  themselves,  and  it  therefore  becomes  necessary  to 
show  that  our  present  banking  system  does  not  contain  provisions  to 
afford  this  class  sure  protection  to  their  solvency^  nor  does  bill  H.  B. 
9725  contain  such. 

CREDIT  MAINTAINED  BY  CASH  RESERVES. 

It  is  first  necessary  to  mention  the  fact  that  all  business  is  done  on 
the  credit  system;  that  every  concern  or  individual  having  a  surplus 
of  unemployed  cash  will  seek  immediately  to  invest  in  some  productive 
employment  as  much  of  its  idle  cash  as  may  not  be  needed,  retaining 
only  so  much  thereof  as  may  be  required  to  meet  demand  calls.  This 
is  the  universal  practice  in  all  business,  whether  commerce,  manufac- 
ture, agriculture,  mining,  banking,  or  any  other  employment  Each 
department  of  business  has  its  rule  as  to  the  safe  amount  which  can  be 
invested  in  a  permanent  way  and  what  percentage  of  cash  may  be 
required  to  insure  ability  to  meet  all  demands  for  cash.  This  percent- 
age of  idle  or  uninvested  money  each  concern  calls  its  reserve.  The 
continual  question  among  all  corporations  and  busipess  men  is  as  to 
the  amount  of  cash  which  should  be  kept  on  hand  to  insure  solvency. 
On  the  one  hand,  there  is  the  necessity  of  solvency,  and  on  the  other 
the  desire  to  keep  all  capital  employed,  and  there  is  a  continual  strife 
between  the  two.  The  difiiculty  in  arriving  at  the  correct  ratio  is  so 
great  that  it  has  been  found  necessary  to  regulate  by  statute  the  per- 
centages of  reserves  which  shall  be  carried  by  banks  and  insurance 
companies. 

THE  CREDIT  BYSTEltf  UNIVERSAL. 

This  survey  shows  that  the  whole  business  community  is  conducting 
its  business  of  every  shape  and  description  on  the  credit  principle. 
The  basis  of  the  idea  of  credit  is  that  the  business  world  has  confidence 
that  a  firm  or  corporation  can  conduct  its  business  safely  with  a  cash 
reserve  and  that  markets  and  banks  will  be  open  for  sales  and  loans  to 
provide  all  its  possible  needs. 

There  is  a  mutual  dependence  of  all  departments  of  business  eadi 
upon  the  other,  and  if  this  cooperation  does  not  exist  solvency  can  not 
be  maintained.  Keserves  must  be  kept  up  and  be  available,  or  solvency 
is  destroyed.  Markets  must  be  open,  or  business  comes  to  an  end. 
Banks  must  be  able  to  discharge  M.  their  functions,  or  business  must 
be  suspended  and  markets  must  be  closed. 

All  business  being  thus  mutually  dependent  and  transacted  on  the 
principles  of  the  credit  system,  it  follows  that  each  one  and  all  of 
the  1,080,000  firms,  corporations,  and  individuals  engaged  in  business 
in  the  United  States,  according  to  mercantile  reports,  are  doing  busi- 
ness on  credit,  all  have  a  cash  reserve,  greater  or  smaller,  and  all  have 
assets,  which  in  case  of  need  they  would  turn  into  cash,  either  by  sale 
or  direct  pledge  or  by  making  paper  against  them  if  their  stsjjding  and 
responsibility  would  enable  them  to  do  so. 

Xt  can  be  safely  said  that  there  are  no  firms,  individuajp^  oi;  corpon|^ 
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tionf«  doin^ business  in  the  United  States  on  a  strictly  cash  basis;  that 
is,  no  firms  liave  all  their  cash  in  coin  in  their  own  castotly  and  pay 
coin  for  all  purchases  and  sell  only  for  coin  on  delivery.  A  firm  doing 
business  in  that  manner  would  soon  find  themtselves  distanced  by  com- 
petition and  unable  to  make  money. 

CREDIT  SYSTEM  MUST  BB  PROTECTED. 

The  basis  of  all  business  in  the  United  States  being  the  credit  sys- 
ten),  every  business  man  is  vitally  interested  in  having  the  credit  sys- 
tem work  smoothly.  lie  first  wants  to  be  absolutely  sure  that  his 
reserve,  which  he  calls  his  cash  on  hand,  is  at  all  times  subject  to  his 
demand.  This  means  that  the  banks  which  are  the  custo<lians  of  his 
cash  shall  be  at  all  times  ready  to  respond  to  his  calls,  even  if  he  should 
ask  for  the  payment  of  all  that  is  due  him. 

He  wants,  secondly,  that  in  case  of  need  he  shall  be  able  to  increase 
h'S  cash  means  by  pledge  of  either  his  credit  or  his  assets  for  a  tem- 
porary loan  if  the  cash  reserve  he  has  provided  has  been  diminished  or 
exhausted,  and,  thirdly,  he  wants  the  markets  open  so  that  he  may  sell 
his  property  without  sacrifice  on  the  basis  of  a  fair  return  to  himself 
and  a  fair  equivalent  to  a  buyer. 

ALL  THE  NATION  INTERESTED. 

TIlis  describes  the  condition  and  business  wants  of  the  1,080,000 
individuals,  firms,  and  corporations  doing  business  in  the  United 
States.  Of  these  there  are  about  10,000  banks  and  1,070,000  other 
concerns  and  individuals. 

These  1,070,<N)0  individuals,  firms,  and  corporations  represent  those 
who  ft  e  the  owntTs  of  the  manufactories,  trading  companies,  and  firms 
of  the  manifold  descriptions  which  go  to  make  up  the  various  occupa- 
tions of  the  people  of  the  United  States.  They  are  the  ones  who  give 
employment  to  the  2,500,000  employees  engaged  in  railioad  and  other 
transpcntation ;  they  pay  the  wages  of  the  5,000,000  operators  in  our 
factories  of  all  kinds;  they  hire  the  4,20O,(H)0  women  and  men  who  are 
^^igi^gfid  in  domestic  and  personal  service;  they  ultimately  pay  the 
salaries  of  the  1,000,000  men  and  wonien  engaged  in  professional  work. 
They  are  the  busy,  thinixing,  energ(*tic,  active,  pushing  men  who  are 
doing  tie  manufacturing,  merchandising,  and  trading  of  our  country, 
and  the  welfare  of  their  employees  and  depend^'ut^,  and  thus  of  the 
whole  country,  rests  on  the  orderly  working  of  the  credit  syst<*m.  If  a 
panic  comes  to  upset  that  system,  then  distress  is  not  only  felt  by  the 
1,070,000  individuals,  firms,  and  corporations  engaged  in  business,  but 
by  all  their  dependents,  and  the  legislators  who  can  devise  and  enact 
a  law  which  will  support  the  credit  system  will  confer  a  benefit  on 
every  man,  woman,  and  child  throughout  the  nation. 

This  view  of  reserves  is  from  the  standpoint  of  the  1,070,000  concerns 
who  make  up  the  business  community.  We  sometimes  limit  reserves 
to  the  idle  cash  held  by  banks,  but  in  a  true  sense  every  business  con- 
cern has  its  separate  reserve,  and  it  is  represented  by  its  bank  balance 
or  quick  securities.  Bank  balances  should  be  regarded  as  the  reserves 
of  the  country. 

PRESENT  BANKINO  SYSTEM  PRECARIOUS. 

We  can  now  see  how  precarious  is  the  monetary  situation  in  the 
United  States  if  the  country  banks,  as  they  are  permitted  to  do  under 
B  Sp  u 2 
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the  national-bank  act,  immediately  lend  out  firom  75  to  85  per  cent  of 
these  reserves  and  then  send  ouehalf  or  two-thirds  of  the  remaining 
cash  to  reserve  agents,  who  in  turn  loan  oat  75  per  cent  of  the  cash  re- 
serve sent  to  tbem  and  hold  the  balance,  not  as  a  special  fand  for  the 
benefit  of  the  banks  whose  reserve  it  is,  bat  merge  it  into  their  common 
reserve  on  all  their  general  deposits,  and  at  the  same  time  have  no  way 
of  repaying  the  reserves  thns  confided  to  them  if  an  emergency  arises, 
except  by  forcing  liquidations  on  the  borrowing  public.  The  banks 
hold  the  reserves  of  the  public  ostensibly  on  demand  and  then  pnt  80 
per  cent  thereof  beyond  their  call.  This  practice  is  a  distinct  weaken- 
ing of  the  banking  situation  if  there  is  no  way  by  which  the  banks  can 
get  back  this  money  except  by  distressing  borrowers. 

Suppose  it  should  happen  that  all  the  deposit  reserves  should  be 
called  tor  by  out-of-town  banks,  then  a  simple  calculation  shows  that 
the  banks  in  reserve  cities  would  hardly  be  left  with  more  than  5  per 
cent  in  cash  on  their  remaining  deposits,  which  would  then  amount  to 
about  $750,000,000. 

This  state  of  afi'airs  would  be  very  alarming  in  any  less  intelligent 
country  than  the  United  States,  and  it  exposes  even  us  to  a  constantly 
recurring  liability  to  spasms  of  apprehension  and  panic,  during  whidi 
the  three  objects  desired  by  the  business  community  and  necessary 
for  the  support  of  the  credit  system  are  imperiled,  viz,  the  payment  of 
bank  balances  in  cash,  and  the  granting  of  needed  loans  to  the  business 
community,  and  the  keeping  of  markets  open. 

PBOTECTION  TO  OEEDIT  BY  ▲  SOUND  CREDIT  OUBBBNGT. 

The  simple  expedient  necessary  to  prevent  this  liability  to  apprehen- 
sion is  to  enact  laws  to  protect  reserves,  not  only  the  reserves  of  the 
banks,  but  the  reserves  of  the  business  community  represented  by 
bank  deposits,  and  to  give  banks  the  power  to  grant  accommodations 
as  needed. 

The  power  to  issue  a  credit  currency  will  do  it,  provided  it  is,  as 
Professor  Sumner  expresses  it,  <'  of  a  credit  which  can  not  fail  in  the 
wildest  panic.'' 

A  credit  currency  issued  by  3,000  local  banks  on  assets  in  their  own 
hands,  as  proposed  in  bill  U.  K.  9725  would  not  answer.  In  a  wild  panic 
that  would  fail.  It  must  have  a  credit  second  only  to  the  Government, 
which  will  enable  it  to  circulate  freely  from  one  end  of  the  country  to 
the  other,  because  it  is  to  do  the  service  of  maintaining  the  reserves  of 
all  the  1,070,000  individuals,  firms,  and  corporations  who  are  bearing 
the  business  burdens  of  the  entire  country  and  are  paying  the  salaries 
and  wages  of  the  15,000,000  to  17,0(K),000  workers,  men  and  women, 
engaged  in  honest  labor.  It  must  be  a  currency  which  will  go  at  par 
from  Maine  to  Texas  and  up  to  tlie  farthest  point  of  Alaska.  It  must 
be  able  to  support  the  credit  of  a  solvent  tirni  or  cori)oration  in  Massa- 
chusetts by  paying  a  debt  due  in  Iowa,  or  vire  versa.  The  transactions 
under  the  credit  system  are  so  interlace*!  and  interwoven  all  over  the 
country  that  that  system  can  not  be  sujiported  except  by  a  currency  of 
universal  credit.  The  clause  in  the  charter  of  the  Bank  of  France 
states  it  plainly  thus:  "The  essential  interests  of  the  country  imperi- 
ously demand  that  every  bank  bill  declared  to  be  lawful  money  shall 
be  able  to  circulate  equally  in  all  parts  of  the  land." 

EFFEOTS  OF  APPBEHENSION. 

Whenever  a  spasm  of  apprehension  comes,  which  of  late  years  has 
been  almost  a  chronic  condition,  the  banks  stop  lending  or  discounting 
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and  thas  stop  much  productive  basiness.  That  is  the  first  effect.  By 
it  the  availability  of  the  collateral  secarity  reserves  of  business  houses 
iu  the  shape  of  bonds  and  dividend-paying  stocks  is  cut  off,  and  they 
must  depend  on  their  cash  or  bank  deposit  reserves  only.  If  the  appro* 
heusion  deepens,  even  the  use  of  this  cash  reserve  is  diminished  and  a 
next  step  is  taken  when  the  banks  find  it  necessary  to  strengthen  their 
own  cash  reserve  by  absorbing  cash  from  the  general  public.  The 
movement  is  a  progressive  one,  and  the  tightening  goes  on  until  enough 
of  the  life  blood  of  commerce  is  squeezed  out  of  the  general  public  to 
restore  reserves  and  to  relieve  the  banks  of  the  danger  caused  by  the 
paucity  of  their  cash  on  hand. 

The  diminution  of  the  reserves  of  business  houses  must  take  place  at 
the  same  time  with  a  diminution  of  bank  reserves — that  is,  loans  are 
wanted  when  banks  are  least  able  to  respond.  The  demand  always 
comes  when  the  supply  is  lowest.  The  mode  by  which  this  dilemma 
may  be  avoided  is  by  the  creation  of  money  to  serve  for  the  temi)orary 
emergency. 

The  bank  has  no  money  to  lend,  its  cash  being  reduced  to  the  lowest 
percentage  of  required  reserves;  but  the  borrower  has  good  security 
and  needs  money. 

BELIEF  THROUGH  INOORPORATED  OLEARING  HOUSES. 

It  is  in  this  juncture  that  the  measure  proposed  in  bill  9279  would 
bring  relief.  Under  the  restrictive  system  the  borrower  would  have  to 
go  without,  and  he  would  sacrifice  just  so  much  of  his  property  as  was 
necessary  to  maintain  his  solvency.  In  an  active  business  this  frequently 
causes  a  final  liquidation,  which  is  commercial  death.  But  with  a  sys- 
tem of  incorporated  clearing  houses,  such  as  is  proposed  in  bill  9279, 
such  a  contingency  could  not  occur.  Banks  could  always  get  advances 
to  enable  them  to  pay  depositors  and  to  lend  customers  all  the  money 
needed  for  legitimate  purposes. 

Clearing  houses  incorporated  under  a  Federal  law,  as  proposed  in  this 
bill,  would  be  authorized  to  receive  bank  assets  from  their  bank  mem- 
bers, and  advance  75  per  cent  of  their  estimated  value  in  notes  created 
for  the  purpose,  whose  credit  could  not  be  questioned  from  Maine  to 
Alaska,  because  the  notes  are  receivable  at  any  clearing  house  in  the 
land,  and  there  is  a  trustee  to  act  for  the  note  holder  who  has  in  his 
possession  ample  collateral  security,  and  whose  faithfulness  to  his  trust 
can  not  be  questioned.  That  trustee  is  the  clearing  house.  This  is 
not  an  inflation,  or  the  creation  of  capital,  for  that  existed  before  in  the 
security,  but  it  is  a  change  of  its  form  into  a  circulating  medinm,  on 
the  assumption  that  when  the  round  is  performed  by  the  circulating 
notes  the  borrower  will  have  disposed  of  enough  property  in  the  ordi- 
nary course  of  his  business  to  secure  the  cash  needed  to  retire  the  notes. 
This  is  a  most  beneficent  operation  from  every  point  of  view,  as  it  bene- 
fits everyone  concerned  therein  and  is  done  with  entire  safety  to  all. 
The  proof  of  its  goodness  is  that  it  may  be  done  to  any  extent  which 
legitimate  business  demands. 

IDEA  SUGGESTED  BY  CLEARING-HOUSE  OERTIFIOATES. 

The  idea  of  this  form  of  currency  was  suggested  by  clearinghouse 
certificates,  with  which  the  public  has  become  familiar  in  recent  years. 
The  methods  which  have  been  so  successful  in  producing  absolute  safety 
in  these  certificates  have  been  applied  to  the  proposed  (5urrency.  The 
object  aimed  at  was  to  produce  as  strong  a  currency  as  the  banks  could 
make  so  that  it  could  not  fail  to  be  good  in  any  panic. 
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If  the  ansecnred  notes  of  3,000  banks  are  good  as  said  in  ilie  leport 
of  your  sabcoinmittee,  these  secured  notes  of  45  State  clearing  houses 
would  be  immeasurably  better. 

DIFFEBENOB    BETWEEN    OLEABINGhHOUSE    CUBBENOT  AND  OEBTIFI- 

OATES. 

The  great  difference  between  clearing-house  currency  and  dearing- 
house  certificates  is  that  in  one  case  the  currency  is  paid  out  and  the 
reserves  are  kept  intact,  while  in  the  other  the  precious  reserves  are 
paid  out  and  the  certificates  held  in  their  place.  This  latter  act  is  an 
infraction  of  the  law  as  to  reserves  which  the  country  winks  at 
Clearing-house  certificates  can  not  be  used  to  any  extent  ontsideof  the 
great  centers,  and  they  are  a  dangerous  resource  at  all  times,  whfle  clear- 
ing-house currency  could  be  u^  everywhere  and  at  all  times  with 
safety. 

Cleanng-house  currency  is  therefore  a  source  of  strength  to  banks, 
while  clearing-house  certificates  are  an  evidence  of  weakness. 

Another  difference  is  that  clearing-house  currency  would  forestall  and 
prevent  a  panic,  while  certificates  are  issued  aft^  a  panic  has  taken 
place.  One  is  preventive,  the  other  is  remediaL  The  old  saying  is  very 
true  that  an  ounce  of  prevention  is  worth  a  pound  of  cure. 

Clearing-house  currency,  therefore,  is  not  an  experiment,  for  the 
limited  and  extra-legal  form  of  clearing-house  certificates  has  many 
times  brought  safe  and  certain  relief  to  banks  in  reserve  cities.  Should 
not  that  be  legalized  which  has  been  well  done  extra  legally  and  should 
not  the  benefit  of  the  relief  be  given  to  all  the  country  which  has  hith- 
erto been  enjoyed  by  only  a  partf 

WITHDBAWAL  OF  BANKING  FAOILITIES  OAUSES  PANIO. 

Times  of  apprehension  such  as  we  have  just  been  considering  come 
when  any  great  emergency  presents  itself.  If  borrowers  can  get  all  the 
money  they  want,  there  is  no  panic,  but  our  banking  reserves  under 
the  national-bank  act  are  so  small  that  a  general  loss  of  5  per  cent  of 
deposits  precipitates  a  panic.  This  has  brought  our  banking  system 
into  what  may  properly  be  called  a  chronic  panic. 

During  the  past  fourteen  years  we  have  had  a  succession  of  panics, 
each  one  caused  by  a  special  difiSculty,  but  they  all  have  their  explana- 
tion in  the  one  fact  that  our  banking  system  has  no  provision  within 
itself  for  self- protection.  In  1884  the  failure  of  the  Metropolitan  Bank 
was  said  to  have  caused  a  panic.  Not  so.  The  panic  was  caused  by 
the  fact  that  banks  under  our  system  could  only  protect  themselves  at 
the  expense  of  the  public.  The  withdrawing  of  banking  fiacilities  when 
most  needed  was  the  cause  of  the  panic.  That  was  true  also  in  1893, 
when  the  silver  scare  took  place,  as  is  so  strongly  and  truly  stated  in 
Mr.  Parson's  letter,  and  in  1895,  when  the  Venezuela  message  was 
issued.  These  were  occasions  which  revealed  the  weakness  of  our  sys- 
tem. The  irritating  causes  come  in  many  different  ways,  but  the  defect 
in  the  system  is  always  the  same. 

What  will  be  the  effect  of  a  declaration  of  war  with  Spain  t  We  can 
not  tell,  but  this  we  know,  that  under  our  system  a  general  withdrawal 
for  hoarding  purposes  of  5  per  cent  of  banking  deposits  all  over  the 
country  would  leave  the  banks  unable  to  discount  or  to  sustain  credit, 
or  to  prevent  a  panic  We  are  under  the  shadow  of  that  danger  all  the 
time. 
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THE  REMEDY  IS  SIMPLE. 

We  can  talk  about  it  freely  because  the  remedy  is  so  simple.  All 
that  is  needed  is  to  incorporate  our  clearing  houses  under  a  Federal 
law,  and  give  to  at  least  one  in  each  State  the  power  to  receive  from 
its  bank  members  bank  assets,  and  issue  thereon  at  75  per  cent  of  their 
ascertained  value  circulating  notes,  good  at  any  clearing  house  in  the 
land.    Then  all  danger  of  panic  is  removed. 

France  with  her  38,500,000  inhabitants  has  a  reserve  in  the  Bank  of 
France  of  $600,000,000,  in  addition  to  reserves  held  by  other  French 
banks.  Germany  has  given  to  a  few  of  her  banks  a  reserve  power  to 
issue  currency  without  limit,  which  is  practically  a  reserve  of  lOO  per 
cent  of  banking  obligations.  These  enormous  reserves  preserve  those 
countries  free  from  panic.  We  are  on  the  verge  of  war  with  Spain,  and 
our  national  banks  hold  less  than  20  per  cent  of  their  obligations  in  law- 
ful money,  and  the  percentage  of  all  banks,  national.  State,  and  private, 
is  still  less. 

AMPLE  AVAILABLE  BESEBVE  BEQUIBED. 

This  is  totally  inadequate  to  protect  and  support  commercial  and 
banking  credit  in  the  United  States,  as  we  know  by  our  numerous  panics 
in  late  years.  An  ample  available  reserve  in  the  form  of  a  legal  power 
to  issue  a  bank  currency  of  undoubted  credit,  secured  by  collateral  in  the 
hands  of  trustees,  to  the  par  of  the  capital  of  the  commercial  banks  of 
the  country,  which  would  be  from  $600,000,000  to  $1,000,000,000,  is 
needed  to  place  our  banking  system  on  a  sure  foundation. 

This  is  the  one  war  measure  which  transcends  in  importance  all  other 
preparations  for  the  national  defense,  because  it  protects  and  sustains 
commercial  and  banking  credit  and  with  it  the  welfare  of  every  man, 
woman,  and  child  in  our  country. 

TWO  BAmONa  SYSTEMS. 

Tou  have  before  you  the  two  banking  systems.  One  is  the  competi- 
tive, restrictive,  liquidating,  panic-producing  system,  which  has  resulted 
year  after  year  in  spasms  of  apprehension  which  too  often  have  pro- 
duced commercial  death  to  our  business  men.  The  other  is  the  coo])er- 
ative,  protective,  sustaining  system  of  an  ample,  available  banking 
reserve,  which  produces  stability  and  will  protect  us  from  panics. 

The  banking  system  of  France  was  adopted  in  the  stress  of  the  revo- 
lution of  1848,  and  for  fifty  years  it  has  maintained  an  unbroken  record 
for  solvency  and  strength.  It  was  a  war  measure  and  strength  to  resist 
assaults  upon  credit  was  the  chief  object.  An  emergency  is  needed  to 
show  us  in  the  United  States  what  is  required  to  make  our  banking 
system  equally  strong  with  that  of  France.  An  earthen  embankment 
is  the  simplest  thing  in  nature,  but  it  makes  a  fortress  which  no  can- 
nonading can  throw  down.  So  an  ample,  available  reserve  is  the  sim- 
plest thing  in  banking  and  the  easiest  to  construct  by  law,  but  it  gives 
to  a  banUng  system  a  solidity  and  stability  which  no  panic  can 
overthrow. 

TWO  BANKING  BILLS. 

Gentlemen,  you  have  before  you  two  bills,  representing  the  two  sys- 
tems of  banking.  Will  you  advocate  that  which  is  chiefly  for  the 
benefit  of  the  banks,  or  that  which  will  benefit  all  the  people  of  our 
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laiidf  Will  yon  join  the  theorists  who  have  an  untried  scheme  they 
wish  to  experiment  with,  or  will  yon  act  as  patriots,  and  in  the  light  of 
experience  advocate  a  law  which  shall  protect  the  commercial  and 
banking  credit  of  the  United  States  against  internal  dangers  and  so 
make  the  nation  able  to  meet  and  overcome  all  foreign  foesf 

During  the  reading  of  the  foregoing  paper,  the  following  took  place: 

Mr.  Cox.  When  yon  speak  of  1,070,000  people  engaged  inbusinefls, 
do  yon  include  the  farmers  of  the  country! 

Mr.  Oilman.  No,  sir. 

The  Chairman.  You  spoke  of  different  panics.  Can  not  you  give  ns 
the  dates  of  those  different  panicsf 

Mr.  Oilman.  Yes,  sir. 

Mr.  Fowler.  In  regard  to  the  Metropolitan  Bank,  is  it  not  a  fact 
that  they  had  the  arrangements  all  made  for  carrying  over  that  bank 
by  taking  its  assets,  and  that  there  was  only  one  man  that  prevented 
itf  In  your  judgment,  if  that  had  been  done,  would  we  have  had  that 
panic  f 

Mr.  Oilman.  I  would  have  to  refiresh  my  memory 

Mr.  Fowler.  That  is  the  fact,  Mr.  Oilman,  that  one  man  prevented 
their  taking 

The  Chairman.  Who  was  the  man  f 

Mr.  Oilman.  I  think  the  panic  was  on  us  at  that  time.  It  was  caused 
by  the  operations  of  the  bank  as  well  as  by  its  failure. 

Mr.  Fowler.  These  men  were  together,  and  one  of  the  men  refused 
to  take  these  assets:  they  had  to  carry  the  bank  through.  Now,  if 
they  had  done  that — ^i  have  been  told  that  by  one  of  the  men  that  was 
on  the  committee — do  you  thiuk  we  would  have  had  that  panicf 

Mr.  Oilman.  The  occasion  would  have  been  removed. 

Mr.  Fowler.  Your  statement  in  that  respect,  in  view  of  the  facts  in 
the  case,  would  hardly  be  correct,  would  itf 

Mr.  Oilman.  I  think  it  corresponds  exactly  with  my  statement  The 
difficulty  was  in  the  banking  system  and  not  in  the  occasion.  Eveiy 
time  a  panic  takes  place  it  is  a  revelation  of  the  defect  in  the  system, 
and  that  may  arise  from  a  number  of  causes. 

Mr.  Fowler.  This  was  a  revelation  of  the  speculation  of  the  presi- 
dent, that  caused  the  withdrawal  of  banking  facilities. 

The  Chairman.  Do  you  mean  to  say  the  banking  conditions  are  a 
fruitful  source,  or  rather  the  soil  in  which  that  seed  was  planted f 

Mr.  Oilman.  Yes,  sir;  that  is  what  I  have  said.  That  was  true  also 
in  1893,  when  the  silver  scare  took  place. 

(Mr.  Oilman  completed  the  reading  of  his  paper.) 

The  Chairman.  There  are  a  few  questions  that  I  would  like  to  ask. 
How  would  you  constitute  the  capital  of  this  clearing  house f 

Mr.  Oilman.  The  clearing  honses  do  not  require  any  capital.  They 
have  a  financial  responsibility  equal  to  all  the  capital  and  surplus  of 
all  their  members. 

The  Chairman.  They  would  be  made  up  of  the  banks — the  banking? 

Mr.  Spaldino.  No,  the  assets. 

The  Chairman  (continuing).  Would  constitute  the  capital,  and  then 
you  would  allow  them  to  use  currency  instead  of  the  bank.  Then  car- 
rency  would  freely  issue  and  they  would  loan  this  currency  to  the  banks 
or  simply  furnish  it  to  themf 

Mr.  Oilman.  Each  clearing  house  would  have  the  power  under  this 
bill  to  fix  the  rates  of  interest  which  the  borrowing  bank  should  pay. 
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The  profit  on  the  loans  wonid  be  for  the  benefit  of  all  the  members  of 
the  clearing  house. 

The  Chairman.  After  one  or  two  questions,  I  suppose  Mr.  McCleary 
woald  have  the  right  to  ask  qaestions,  and  I  will  jrield  the  floor  to  him 
now. 

Mr.  Hill.  I  would  like  to  ask  a  question  as  to  the  understanding  of 
a  single  point.  Do  you  propose  to  substitute  clearing-house  currency 
for  further  issues  of  bank  currency  in  case  of  necessity! 

Mr.  GiLMAN.  In  case  of  necessity. 

Mr.  Hill.  What  provision  do  you  make  for  the  redemption  of  your 
clearing-house  currency  f  It  is  a  demand  note  issued  in  small  amounts 
or  large  amounts  as  the  clearing  house  sees  fit.  In  other  words,  it  is  a 
direct  substitute  with  all  the  qualifications  and  all  the  provisions  that 
the  bank  note  hasf 

Mr.  GiLMAN.  Yes,  sir. 

Mr.  Hill.  What  provision  do  you  propose  to  substitute  for  redemp- 
tion  

Mr.  Oilman.  The  redemption  is  made  by  the  bank  as  it  would  pay  a 
check.  It  is  not  a  substitute  for  redemption,  it  is  the  most  direct  and 
sunfmary  form  of  redemption. 

Mr.  Hill.  I  understand  it  is  now  payable  back  to  the  bank  which 
issues  it,  and  it  returns  it  with  the  certificate  issued  to  it.  On  the  other 
hand,  the  bank  could  not  present  it  to  the  clearing  house  of  issue  and 
have  it  paid.  It  must  come  back  through  the  source  in  which  it  went 
out.  You  propose  to  issue  it  to  a  third  party  and  they  can  present  it 
direct  for  payment! 

Mr.  Oilman.  Yes,  sir. 

Mr.  Hill.  Now,  what  provision  is  made  for  the  general  clearing 
houses  redeeming  themf  They  have  no  cash  on  hand  and  never  have 
had. 

Mr.  Oilman.  A  clearing  house  is  a  place  where  the  solvency  of 
banks,  corporations,  firms,  and  individuals  is  brought  to  a  daily  test. 
This  is  done  by  offsetting  debits  and  credits  and  paying  debit  balances 
in  cash.  No  surer  method  of  redeeming  bank  notes  can  be  found  than 
to  require  their  payment  through  clearing  houses.  These  notes  are 
receivable  at  any  clearing  house  in  settlement  of  balances,  and  would 
be  received  by  any  bank  in  payment  of  any  debt  or  liability  to  it.  They 
are  like  bank  checks.  They  are  forwarded  by  the  banks  for  collection 
to  the  banking  associations,  from  one  to  another,  just  as  they  send 
checks  for  collection  now,  and  in  that  way  the  amount  is  kept  down  to 
the  lowest  point  of  needs  of  the  business  community.  But,  on  the  other 
hand,  if  the  bank  that  has  made  a  loan  wishes  to  take  up  that  loan,  it 
can  deposit  any  form  of  legal-tender  or  clearing-house  notes,  no  matter 
by  whom  issued 

Mr.  Hill.  But  in  the  interim,  while  they  do  not  wish  to  take  it  up,  it 
is  still  redeemable  at  the  clearing  house. 

Mr.  Oilman.  Yes,  sir;  it  must  be  received  at  the  clearing  house  and 
redeemed  by  the  bank. 

Mr.  Hill.  It  is  only  redeemed  by  the  bank 

Mr.  Oilman.  As  well  as  by  the  clearing  house. 

Mr.  Hill.  Exactly;  that  is  what  I  supposed.  But  what  provision 
has  the  clearing  house  to  redeem  it,  with  no  money  on  handf 

Mr.  Oilman.  The  same  as  any  check.  Checks  are  paid  at  all  clearing 
houses  to  the  amount  of  $50,000,000,000  per  annum.  The  collection 
would  give  the  banks  no  troublCi  because  they  would  simply  forward 
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After  the  Eeyolation  the  process  began  of  changing  onr  laws  and 
customs  to  bring  them  into  harmony  with  the  principles  of  the  Declara- 
tion of  Independence.  Onr  banking  system  was  based  on  the  Knglish 
model,  and  all  the  banks  of  the  United  States  were,  like  the  Bank  of 
England,  organized  under  special  charters. 

The  Bank  of  the  United  States  was  the  most  conspicuous  example 
of  this  system,  and  General  Jackson  overthrew  it  ^^  to  preserve  the 
morals  of  the  people  and  the  purity  of  the  elective  franchise.'^  The 
free  or  general  banking  law  of  the  State  of  New  York  was  then  enacted, 
April  18, 1838,  and  was  called  a  second  declaration  of  independence. 
Banking  in  the  United  States  on  republican  principles  dates  from  that 
time.  Its  two  features  were  a  general  law  and  a  secured  currency. 
Those  principles  have  been  maintained  until  the  present  time,  and  are 
now  the  basis  of  the  Federal  bank  act.  Bill  H.  B.  9279  does  not  depart 
from  these  principles,  and  the  only  changes  it  proposes  are  to  substi- 
tute the  clearing  house,  incorporated  under  Federal  law,  in  place  of 
an  of^cer  of  the  Government  as  trustee  for  the  public  to  hold  the  col- 
lateral to  the  circulating  notes,  and  bank  assets  as  the  security  instead 
of  Government  bonds. 

I  would  like  to  emphasize  the  point  that  the  interests  of  the  people 
are  separate  from  and  antagonistic  to  the  interests  of  the  banks  under 
a  banking  system  with  an  unsecured  currency  and  a  reserve  of  a  certain 
percentage  of  obligations,  provided  there  is  no  means  of  increasing 
reserves  except  by  compelling  liquidations  by  the  borrowing  public. 

Out  of  many  authorities  on  the  subject  I  will  read  from  S.  Hooper's 
book  entitled  Currency  and  Money. 

The  Chairman.  Samuel  Hooper,  of  Boston! 

Mr.  GiLMAN.  Yes,  sir;  he  writes  as  ^^  a  merchant  of  Boston"  and  once 
was  a  Member  of  the  House  of  llepresentatives.    He  says: 

Whenever  the  demand  for  specie  has  become  so  urgent  that  it  is  difficult  to  meet 
it|  the  banks  that  have  issaed  the  paper  money  become  alarmed  for  their  ability  to 
pay  specie.  Then  commences  the  remedy  for  the  depreciation  of  each  a  cnrreiicy. 
When  the  demand  for  specie  has  become  so  intense  or  the  quantity  of  it  so  much 
diminished  as  to  alarm  tne  banks,  the  remedy  commences.  It  is  a  sure  thouf^h  a 
sharp  remedy.  It  is  brought  into  operation  by  stopping  all  discounts  at  the  banks 
and  requiring  the  payment  of  all  previous  loans  as  they  full  due.  Traders  and  mer- 
chants are  forced  at  such  times  to  make  great  efforts  to  obtain  money  to  pay  back 
their  loans  to  the  banks.  To  do  this  they  must  sell  property  at  low  prices  or  b4»rTow 
money  at  exorbitant  rates.  This  is  the  only  process  by  which  to  remedy  Um 
depreciation  of  a  mixed  currency  couHisting  partly  of  paper  money  redeemable  on 
demand  in  specie.  It  is  a  process  which  invigorates  the  currency  at  the  expense  of 
the  industry  and  the  enterprise  of  the  country.  | 

And  hear  what  Hon.  Nathan  Appleton,  of  Boston,  said,  as  quoted  by 
Mr.  Hooper: 

But  these  alternations  of  bank  expansions  and  nominal  prosperity  followed  by 
bank  contraction,  disappointments,  and  perhaps  failures,  are  very  much  to  be  depre- 
cated. The  banks,  to  be  sure,  have  no  difficulty  in  these  cases  if  weU  managed;  the 
whole  pressure  is  thrown  on  the  mercantile  community. 

The  Chairman.  The  whole  pressure  of  what! 

Mr.  Oilman.  Of  a  bank  crisis;  of  a  panic.  The  banks  do  not  suffer; 
the  whole  pressure  of  the  panic  is  thrown  on  the  mercantile  comma- 
nity.    Mr.  Hooper  continues:  j 

If  paper  money  is  ever  useful  to  a  country  it  can  only  be  in  great  emergencies  and 
it  should  be  reserved  as  a  resource  to  supply  the  means  for  the  defense  of  the  country 
when  other  resources  are  exhausted.  At  such  a  time  it  may  be  used  for  the  bunineaa 
transactions  within  the  country  to  relieve  the  coin  from  that  service  so  that  it  may 
be  used  by  the  Qovemment  in  the  exigency  for  the  oommon  welfare. 
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Now,  that  is  exactly  what  I  said,  and  I  did  not  know  that  Mr.  Hoopeir 
had  said  it. 

No  blftme  should  be  imputed  to  the  banhs  or  to  their  direetoTS  for  the  inconyen- 
ience  and  distress  oansed  by  forced  Hqnidation.  They  have  conBolted  only  the 
interests  of  the  banks.    In  doing  so  they  were  tme  to  the  system. 

Mr.  Fowler.  Read  that  again 

Mr.  Oilman  (reading).  ^^In  doing  so  they  were  trae  to  the  sys- 
tem." That  is,  when  they  carry  out  the  system  according  to  its  legal 
provisions. 

Mr.  Fowler.  It  means  more  than  that.  It  means  they  were  tme 
to  the  principle  of  banking. 

Mr.  Oilman.  If  yon  will  allow  me  to  finish  this  I  think  yon  wiU  see 
lie  refers  to  the  system  of  banking  then  prevailing. 

Mr.  Fowler.  I  know;  bat  he  refers  not  to  the  system  of  banking  in 
any  given  time  in  the  world's  history,  bat  to  every  relation  which  bank- 
ing bears  to  commerce. 

Mr.  Oilman.  No,  sir;  he  refers  to  banking  nnder  this  particalar 
pecaliar  system. 

Mr.  Fowxee.  What  system! 

Mr.  Oilman.  This  system  of  a  large  number  of  banks  issuing  cur- 
rency and  holding  the  security  themselves,  which  creates  lack  of 
confidence. 

The  Chairman.  Each  independent  bankf 

Mr.  Oilman.  Each  holding  security  in  its  possession  and  issuing 
its  own  notes.  When  a  lack  of  confidence  strikes  the  country,  and 
these  notes  are  sent  home  and  the  banks  will  not  take  them  from  their 
customers,  and  some  banks  fail  and  banking  facilities  are  withdrawn, 
and  their  customers  are  compelled  to  liquidate  and  forced  to  sell  out  at 
great  loss,  then  the  panic  which  results  from  this  state  of  affairs  is  due 
to  the  system 

The  Chairman.  You  mean  due  to  the  system  that  protects  themt 

Mr.  Oilman.  £  am  jtist  quoting  his  words — 

The  interest  of  the  bank  is  at  variance  with  the  public  interest.    The  cnstomers 
of  the  bank  sustain  the  loss  while  the  banks  have  had  the  profit — — 

The  Chairman.  Who  says  thatf 

Mr.  Oilman.  That  is  what  Hooper  says.    Then  he  goes  on 

The  Chairman.  Let  us  have  that. 

Mr.  Oilman.  And  says  that  he  advocates  as  a  first  step  to  reform — 

That  all  banking  should  be  nnder  a  general  banking  law,  and  secondly,  that  banks 
should  be  required  to  place  security  for  their  currency  in  the  hands  of  a  trustee. 


These  are  the  two  points  behind  the  national  banking  law- 


Mr.  Fowler.  I  beg  your  pardon ;  you  are  mistaken.  All  the  banks 
of  the  South  and  those  following  the  New  York  guarantee  system, 
where  they  put  up  the  securities  themselves,  put  up  State  securi- 
ties and  every  kind  of  security,  and  the  result  was  that  they  broke 
down  completely.  They  absolutely  destroyed  the  banks,  and  right  by 
the  side  of  it  and  succeeding  it  the  system  of  issuing  notes  by  the 
banks  of  the  South  went  on,  and  through  all  these  crises  stood  and 
sustained  themselves  and  did  not  fail. 

The  Chairman.  That  is  a  matter  which  is  absolutely  incontrovertible. 
All  statistics  prove  that  fact. 

Mr.  Newlands.  Then  Hooper  is  wrong. 

Mr.  Fowler.  If  you  will  allow  me,  the  possible  defense  of  the  propo- 
sition is  this,  the  distinction  is  this,  rather,  that  what  you  propose  to 
put  up  is  current  liquidated  wealth;  that  is  the  only  defense  you  have 
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and  that  is  your  defense.  In  your  case  they  put  up  the  cnirent 
liquidated  wealth  of  the  country,  while  under  the  system  of  New  York 
and  the  one  he  refers  to  they  put  up  the  time  obligations  of  the 
State,  mercantile,  etc.;  and  there  are  a  great  many  men  in  the  country 
today  who,  if  they  exhausted  our  Government  bonds,  would  pat  ap 
railroad  bonds,  scbool  bonds,  and  every  other  sort  of  thing,  and  tbe 
whole  thing  has  been  accepted  historically  in  every  part  of  the  world, 
and  more  particularly  in  this  part  of  the  country. 

Mr.  Oilman.  There  have  never  been  any  losses  on  the  clearing-house 
certificates;  never  have  been,  and  never  can  be. 

There  liave  never  been  any  losses  on  national-bank  notes  secured  by 
Government  bonds,  and  never  can  be.  These  are  the  two  most  recent 
instances  of  bank  currency  secured  by  assets  in  the  hands  of  a  trustee. 
The  losses  referred  to  by  Mr.  Fowler  were  due  to  defective  security 
and  not  to  the  principle  of  a  trusteed  or  secured  currency.  Many 
railroad  bonds  have  become  worthless,  but  no  one  advocates  on  that 
account  to  abandon  the  idea  of  having  a  trustee  under  the  mortgage. 
A  trusteeship  is  a  necessity  where  the  ownership  of  the  obligations  is 
participated  in  by  many  different  persons.  The  Georgia  law  of  1838. 
if  1  remember  correctly,  allowed  slaves  to  be  used  as  collateral  to  bank 
notes.  The  limitation  to  specific  classes  of  collateral  is  wrong  io  prin- 
ciple. The  banks  should  be  allowed  to  pledge  their  assets  and  tbe 
trustee — that  is,  the  clearing  house  or  their  loan  committee  acting  for 
them — should  determine  as  to  the  sufficiency  of  the  collateral.  Experi- 
ence shows  that  by  this  method,  on  account  of  their  contingent 
liability,  the  clearing  houses  will  exercise  great  prudence  to  protect 
themselves  from  loss,  and  in  so  doing  they  protect  the  public  also. 

The  Chairman.  Let  me  ask  you  a  few  questions.  How  would  the 
capital  of  the  clearing  houses  be  furnished! 

Mr.  Gilman.  The  clearing  house  is  only  the  representative  of  the 
associated  banks.  There  is  no  separate  capital,  but  a  clearing  house  has 
the  responsibility  of  all  the  capital  of  its  bank  members.  Clearing 
houses  are  trustees  in  this  bill. 

The  Chairman.  Trustees  of  nothing! 

Mr.  GiLMAN.  To  hold  absolute  security 

The  Chairman.  That  brings  us  right  to  the  point.  What  is  tbe 
absolute  security  they  are  to  hold! 

Mr.  Gilman.  They  are  to  hold  such  assets  as  the  banks  offer  thera, 
and  which  the  loaning  committee  approve  as  good. 

The  Chairman.  Just  give  us  a  list  of  the  assets. 

Mr.  Gilman.  Tlie  list  of  the  assets  would  be  commercial  assets, 
promissory  notes,  bills  of  exchange,  convertible  bonds  and  stocks,  and 
other  securities  and  evidences  of  debt.  These  assets  are  to  be  received 
as  collateral  security  for  the  circulating  notes  of  the  said  association. 

Mr.  Spalding.  To  the  extent  of  75  per  cent! 

Mr.  Gilman.  The  notes  are  to  be  issued  at  75  per  cent  of  the 
appraised  value  of  the  assets. 

The  Chairman.  Now,  the  idea  of  Mr.  Appleton  and  Mr.  Hooper— 
both  of  whom  1  knew,  and  I  have  talked  over  these  financial  matters 
with  them — in  what  you  have  quoted,  went  to  the  point  of  the  coin 
redemption  of  currency  notes  issued  by  banks.  !N^ow,  what  provision 
do  you  make  for  maintaining  the  parity  between  paper  money  and 
coin,  and  howf  Their  point  was  that  :hat  should  be  maintained  with 
more  certainty  and  without  injury  to  the  public.    What  is  your  scheme  1 

Mr.  Gilman.  Bill  H.  B.  9279  provides  that  security  which  is  con- 
vertible, and  which  is  approved  as  good  security,  is  deposited  with  the 
clearing  house  as  collateral  for  the  loan  of  its  circulating  notes;  and 
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the  collateral  security  provides  for  the  ultimate  payment  of  these  out- 
staudiug  notes,  the  notes  being  issued  at  75  per  cent  on  securities  sup- 

gosed  to  be  worth  par,  100  cents.  The  coin  value  of  those  securities 
eing  100  per  cent,  notes  to  the  extent  of  75  per  cent  of  the  value  are 
issued  on  them,  and  that  is  like  lending  75  per  cent  of  the  coin  value. 

The  Chairman.  That  we  have  understood — that  is  all  clear — but  that 
does  not  meet  the  point  at  all.  How  is  the  clearing  house  to  get  the 
coin  to  redeem  the  notes  f 

Mr.  Oilman.  A  clearing  house  is  a  place  for  the  mutual  set-off  of 
debits  and  credits.  If  the  coin  is  not  provided  to  pay  the  notes  by  the 
banks  whose  obligations  they  ar^  upon  the  day  of  demand^  the  loan 
committee  of  the  clearing  house  must  sell  those  assets  to  provide  the 
money  to  take  up  those  notes,  and  they  have  a  margin  of  25  per  cent  to 
protect  them,  and  if  that  margin  is  not  sufficient,  then  any  loss  is  to 
be  assessed  upon  the  members  of  the  clearing  house. 

Mr.  Fowler.  If  exceeding 

Mr.  Oilman.  The  securities. 

Mr.  Fowler.  Not  only  that,  but  they  still  have  a  claim  against  the 
baiikf 

Mr.  Oilman.  Yes. 

The  Chairman.  Is  your  answer^  then,  that  the  coin  to  redeem  these 
notes  and  all  responsibility  for  their  redemption  is  to  be  universal,  as  it 
was  under  the  Suffolk  system  in  New  England,  on  the  banks,  and  the 
clearing  house  is  to  be  absolved  from  thatf 

Mr.  Oilman.  The  clearing  house  represents  all  its  bank  members. 
The  bank  borrowing  money  of  the  clearing  house  is  the  first  guarantor, 
and  if  a  loss  occurs  on  a  loan  it  is  assessed  on  the  other  members. 

I  do  not  think  the  Suffolk  system  is  parallel.  The  Suffolk  Bank  was 
the  redeeming  agent  for  banks  of  New  England,  each  providing  its  own 
redemption  fund.  I  do  not  think  there  was  any  mutual  responsibility 
under  that  system.-  The  Suffolk  Bank  system  does  not  provide  a  cur- 
rency which  circulates  in  the  community,  but  one  which  gravitates  in  a 
straight  line  for  the  redemption  bank.  It  is  a  question  whether  it  does 
not  make  money  scarce  in  the  country  and  plenty  in  financial  centers. 

The  Chairman.  I  mean,  absolved  from  that  obligation  f 

Mr.  Oilman.  No,  sir.  The  clearing  house  is  acting  simply  as  trustee 
for  the  public  to  hold  these  securities,  and  if  the  debt  is  not  paid  on 
demand  the  loan  committee  then  administers  those  securities  and  they 
provide  the  money  by  their  sale.  If  there  is  a  loss  which  the  borrow- 
ing bank  can  not  pay,  it  is  assessed  on  the  other  members  of  the  clear- 
ing house. 

The  Oh  airman.  When  you  say  a  "debt,'*  you  mean  when  the  cur- 
rency is  presented  and  it  is  not  redeemed  they  have  to  sell  these 
securities  f 

Mr.  Oilman.  When  any  of  the  currency  which  has  been  issued  to 
the  bank  is  not  paid  upon  demand  by  that  bank,  that  makes  the  loan 
immediately  due,  and  the  clearing  house,  as  trustee,  would  immediately 
proceed  to  market  those  securities  and  close  out  the  loan,  and  would 
have  then  a  claim  against  the  bank  for  any  deficiency,  and  if  the  bank 
was  insolvent  the  deficiency  would  be  assessed  upon 

The  Ohairman.  What  do  you  mean  by  closing  out  these  securities  f 

Mr.  Oilman.  Selling  them  for  coin  or  legal  tender. 

The  Chairman.  You  mean  to  say  the  clearing  house  would  sell  those 
securities  to  day  for  gold  and  redeem  these  currency  notes  that  they 
have  issued  and  loaned  to  the  bank  in  the  gold  that  they  got  from  the 
sale  of  these  securities f 

Mr.  Oilman.  Yes,  sir;  in  the  gold  or  other  legal  tender. 


30  INCORPORATION  OF   CLEARING  HOUSES. 

Mr.  Prince.  Now,  to  make  it  plain  to  me,  suppose  I  have  a  $20  bill 
issued  by  the  First  National  Bank,  say,  of  Oalesbnrg,  111.,  ander  your 
proposed  bill.  I  present  that  $20  bill  to  the  bank  and  it  refoses  to  pay. 
I  ask  for  the  gold  and  they  refuse  to  pay  it*  Do  I  understand  you  to 
say  that  thereupon  the  clearing-house  association  proceeds  to  dispose 
of  the  assets  or  securities  placed  in  the  hands  of  the  trustees  in  the 
clearing-house  association,  and  that  those  securities  are  converted  into 
coin,  and  out  of  that  fund  or  coin  I  am  to  be  paid  the  $20? 

Mr.  Oilman.  No,  sir;  the  banks  wait  for  the  liquidation,  not  the 
public. 

Mr.  Prince.  How  long  am  I  to  waitf  Say  I  am  a  poor  man,  and 
present  my  $20  as  a  result  of  my  month's  work;  say  I  bring  that  to  the 
bank,  which  refuses  to  pay  me,  and  I  want  to  pay  my  rent,  and  if  1  do 
not,  I  will  be  put  out  of  my  house  the  next  day;  how  am  I  to  get  my 
money  f 

Mr.  GiLHAN.  Under  this  law  the  banks  guarantee  the  payment  of 
that  money.  All  you  have  to  do  to  get  your  $20  is  to  deposit  the  $20 
to  your  credit,  or  get  some  friend  to  do  it  if  you  have  not  a  bank  account, 
and  get  the  money.  Then  the  whole  process  of  presenting  that  note 
is  handed  over  to  your  bank  and  they  relieve  the  business  community 
of  the  whole  matter,  and  that  note  would  be  deposited  in  the  clearing 
house  in  payment  of  the  obligations  of  the  bank  to  the  clearing  house, 
and  whoever  had  that  note  and  wanted  to  collect  it  would  send  it  to 
the  bank  and  demand  payment;  so  that  the  whole  thing  is  taken  out 
of  your  hands,  and  you  do  not  have  to  go  to  the  issuing  bank  to  get 
your  money,  but  you  simply  put  it  in  your  bank  and  get  the  money. 

Mr.  Prince.  But  I  have  no  bank  account  and  I  go  to  the  bank  which 
has  issued  this  $20.  I  have  worked  for  this  money,  and  I  go  to  the 
First  National  Bank,  if  you  please,  of  the  city  of  Oalesburg,  which  has 
promised  itself  to  pay  this  $20,  and  the  clearing  house  has  promised 
that  this  bank  will  pay  it.  It  is  issued  through  the  clearing  house  by 
this  First  National  Bank  of  Galesburg  under  your  bill.  I  present  the 
bill  to  that  bank  and  that  bank  refuses  to  pay  the  bill.  It  is  insolvent; 
it  has  collapsed  and  gone.  Shall  I  wait  around  the  comer  somewhere 
until  something  is  donef 

Mr.  Oilman.  Say  you  went  to  the  bank  and  found  a  notice  on  the 
door,  <^This  bank  is  closed  and  in  the  hands  of  a  receiver."  Your  note 
would  be  guaranteed  by  the  remaining  banks  of  the  clearing  house  and 
its  goodness  would  be  unquestioned  and  no  one  would  think  of  refusing 
to  take  it  at  par. 

Mr.  Prince.  Is  it  legal  tender! 

Mr.  Oilman.  It  is  not  legal  tender. 

Mr.  Prince.  But  suppose  the  man  refuses  to  take  it;  suppose  a  man 
does  not  want  to  take  itf 

Mr.  Oilman.  Then  you  could  put  it  in  another  bank.  It  is  supposed 
that  anybody  who  has  a  small  bill  to  pay  can  find  a  friend  who  has 
a  bank  account  himself  and  get  him  to  deposit  that,  and  the  bank 
assumes  the  collection  of  the  note  and  the  $20  is  put  to  his  credit  and 
he  can  draw  it  out  and  give  you  the  gold  immediately  on  the  day  he 
put  it  in  the  bank;  any  holder  could  get  the  gold  or  the  legal  tenders 
for  the  bill  of  that  broken  bank  immediately,  in  spite  of  the  failure. 
The  banks  would  attend  to  the  whole  matter. 

Mr.  Prince.  Let  me  get  it  a  little  plainer. 

Mr.  Spalding.  Put  the  reverse  of  the  proposition — ^how  would  you 
collect  your  bill  f 

Mr.  Prince.  I  can  explain  that  later  on  when  the  times  comes.    I 
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have  this  bill  of  $20,  and  I  owe  Mr.  Fowler  rent  for  the  house  in  which 
1  live,  fie  has  sued  upon  that  for  forcible  entry  and  detainer  to  get 
me  oat.  He  wants  me  out,  and  if  I  tender  him  the  $20  I  owe  him, 
which  is  the  amount  of  rent  and  all  costs  up  to  date,  say  it  just  covers 
$20, 1  take  $20  of  that  kind  of  money  issued  through  the  cleariiig  house 
to  this  bank  and  the  bank  does  not  pay  me.  I  stop  by  Mr.  Fowler  and 
I  say,  ^*Eere  it  is,"  and  he  says,  ^^It  is  not  legal  tender,  and  if  not 
legal  tender  I  will  not  accept  it."  And  I  tender  it  to  the  court  and  the 
court  refuses  to  accept  it. 

I  then  look  around,  and  1  h  a ve  no  bank  account,  and  I  have  no  friends ; 
I  am  without  a  friend  on  earth,  and  I  have  a  family,  and  I  am  liable  to 
be  turned  out  of  my  home.  What  shall  I  dof  Where  shall  I  go  to  get 
the  money  to  pay  Mr.  Fowler,  who  will  not  take  the  bill  I  havef 

Mr.  Oilman.  You  can  go  to  any  bank,  even  if  you  were  not  known  to 
the  bank.  If  there  was  any  bank  in  the  district,  say  10  miles  off,  you 
could  go  to  that  bank  and  get  your  money.  The  profit  to  the  banks 
on  the  currency  would  lead  them  to  take  care  of  its  credit. 

The  Chairman.  What  is  the  provision  of  law  in  regard  to  thatf 

Mr.  GiLMAN.  This  law  provides  th^t  these  notes  are  good  at  the 
clearing  house,  and  consequently  any  bank  that  has  those  notes  can 
pay  them  to  the  clearing  house  in  satisfaction  of  any  debt  against 
them,  and  that  makes  them  current  all  over  the  country. 

Mr.  FowLEB.  Will  they  take  them  without  discount! 

Mr.  Oilman.  Without  discount. 

Mr.  FowLEB.  Take  Mr.  Prince's  case.  Suppose  he  went  to  a  bank 
next  door,  and  said :  the  First  National  Bank  is  closed  which  issued  this 
note  for  $20;  at  what  rate  of  discount,  if  any,  would  they  take  this 
$20  bill  f 

Mr.  Oilman.  They  are  obliged  to  take  it  at  par.  They  can  afford  to 
pay  par  because  it  is  good  in  the  clearing  house. 

Mr.  FowLEB.  They  are  not  compelled  to  take  itf 

Mr.  Oilman.  Section  13,  line  8,  of  the  bill  9279  provides  that  the  cir- 
culating notes  ^^  shall  be  received  at  par  at  all  the  clearing  houses  in  the 
United  States  organized  under  this  act,"  and  in  section  12,  line  17,  it 
provides  that  ^^paymeiit  is  guaranteed  by  the  associated  banks  of  the 
United  States  through  any  clearing  house."  I  suppose  no  other  party 
can  be  compelled  to  take  a  note  that  is  not  legal  tender. 

Mr.  FowLEB.  Oh,  yes,  they  can;  national  bank  notes  are  not  legal 
tenders,  and  banks  are  compelled  to  take  those. 

Mr.  Oilman.  National  banks  are  not  compeUed  to  give  legal  tenders 
or  gold  for  national  bank  notes  issued  by  other  national  bav^ks.  Mr. 
Prince  would  be  in  the  same  fix  with  his  $20  national  bank  note  as  if  it 
were  clearing-house  currency.  A  national  bank  is  only  compelled  to 
take  it  '^for  any  debt  or  liability  to  it."  So  his  landlord  could  refuse 
to  accept  a  national-bank  note,  and  national  banks  could  refuse  to  give 
him  gold  or  legal  tender  for  it,  and  he  would  have  to  call  in  a  friend, 
just  as  I  have  suggested.  As  a  matter  of  fact,  national-bank  notes  and 
clearing-house  currency  would  both  circulate  without  question.  It  is 
provided  tiiat  these  notes  shall  be  received  at  any  clearing  house,  and 
that  makes  them  at  par. 

Mr.  FowLEB.  How  are  you  going  to  get  them  theret  Who  is  going 
to  get  them  there  f  Suppose  the  man  was  miles  away  irom  the  clearing 
house. 

Mr.  Pbinoe.  Suppose  the  clearing  house  was  in  Chicago  and  I  am 
here. 

Mr.  Oilman.  Competition  in  business  is  so  active  that  no  difficulty  is 
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ever  experienced  in  caabing  absolutely  good  cairency.  The  great 
object  is  to  make  the  notes  of  utuioiibied  goodness  and  then  to  make 
thetn  receivable  by  all  banks,  at  all  clearing  houses  over  the  land,  for 
all  debts  due  to  banks.  These  guarantees  would  make  the  notes  pass 
from  hand  to  hsind  without  difficulty.  If  a  bank  has  an  accuumlation 
of  tliese  notes  on  hand  they  would  immediately  send  them  to  the  issuer— 
to  the  bank. 

Mr.  FowLEB.  Suppose  they  receive  this  $20  of  Mr.  Prince  and  they 
did  not  know  what  their  assets  were  worth  over  there,  and  he  says  he 
will  not  give  but  $15,  what  protection  has  Mr.  Prince  got? 

Mr.  Oilman.  The  failure  ot  the  bank  makes  no  difference  in  the 
goodness  of  the  note.  It  is  guaranteed  by  all  banks.  By  this  process 
of  compelling  the  banks  to  accept  these  notes  in  payment  of  their  cretlits 
at  the  clearing  house  it  throws  upon  the  banks  the  bnrden  of  collectioa. 
That  is  the  point. 

Mr.  Fowler.  Do  yon  not  know  that  a  bank  always  takes  advantag^e 
of  every  piece  of  paper  put  to  themf  They  will  say,  "1  do  not  know 
anything  about  this  thing."  The  cashier  will  say  he  will  not  take  this 
because  he  does  not  know  about  it  or  he  will  not  give  more  than  115 
for  it. 

Mr.  Pbince.  And  I  owe  you  $20. 

Mr.  FowLEB.  Would  he  not  be  unfortunate  in  that  position  f  That 
is  the  point,  I  understand. 

Mr.  Newlands.  That  could  be  entirely  met  by  making  it  legal  tender 
to  the  banks. 

Mr.  Oilman.  That  is  accomplished  by  comi)e11ing  the  banks  to  accept 
these  through  the  clearing  house. 

The  Chairman.  Where  does  the  bill  compel  them  to  accept  directly  t 
What  is  the  provision  1 

Mr.  Oilman.  I  read  from  the  bill. 

The  Chaibman.  What  is  the  section f 

Mr.  Oilman.  Section  9;  if  you  will,  please  turn  to  section  9. 

Mr.  Newlands.  What  bill  is  this! 

Mr.  Oilman.  This  is  H.  K.  9279.    The  seventh  line  on  the  ninth  page : 

The  bank  member  takini;;  said  circulating  notes  shall  engage  to  redeem  them  at  all 
times  when  called  upon  to  do  so  by  the  clearing  house  issuing  the  notes  and  to  giTO 
any  additional  collateral  needed  to  restore  any  depreciation,  etc. 

Now,  look  at  section  10. 

That  each  bank  member  taking  such  circulating  notes 

The  Ohaibman.  You  want  to  talk  right  on  this  point.  In  line  7, 
pageO,  it  says  this: 

The  bank  member 

That  is,  the  bank  member  of  the  clearing  house,  I  suppose 

Taking  said  circulating  notes  shall  engage  to  redeem  at  all  times  when  called  apoa 
to  do  so  by  the  clearing  house  issuing  the  notes. 

Now,  there  is  nothing  giving  a  person  any  right  to  call  for  the  redemp- 
tion of  those  notes  at  the  bank  except  the  clearing  house  which  issues 
them. 

Mr.  Pbinoe.  I  suggest  this,  that  the  bank  member  shall  be  required 
to  redeem  at  all  times  said  circulating  notes  when  called  upon  so  to  do. 

Mr.  Fowleb.  Then  you  make  each  bank  redeem  the  notes  of  all 
banks.    How  are  you  going  to  lix  it  thenf 

Mr.  Pbince.  The  bank  I  ask  to  pay  the  note  refuses  to  pay  it.  Then 
I  go,  as  Mr.  Fowler  says,  next  door  and  it  refuses  to  take  it  without  a 
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diBcoant.  Have  yoa  any  provision  in  this  bill  that,  say,  the  Second 
National  Bank,  which  is  in  the  building  next  door  engaged  in  the 
banking  business,  will  have  to  take  my  note  at  parf  That  is  the  point 
I  want  to  get  at  and  to  dear  np.  This  provision  does  not  seem  to  me 
to  require  it. 

Mr.  OiLMAK.  Nor  does  the  national-bank  act  contain  that  requirement 
in  that  form.  The  demand  is  made  by  the  clearing  house,  because  the 
notes  would  actually  come  into  the  hands  of  the  clearing  house.  I  can 
see  that  your  suggestion  would  be  «an  improvement  to  the  bill  and 
make  it  more  clear  on  that  point.  This  provision  in  inference  to  the 
clearing  house  covers  the  whole  country,  and  any  person  in  any  city 
anywhere  having  a  note  can  deposit  it  in  the  bank,  and  every  bank 
in  the  clearing  house  is  compelled  to  accept  it  in  settlement  of  the 
claims  due  that  bank.  Thus,  the  collection  of  the  note  falls  upon  the 
person  who  receives  it. 

Mr.  FowxEB.  That  would  be  the  depositor! 

Mr.  Oilman.  The  depositor  puts  it  in  his  bank,  which  pays  it  to  the 
clearing  house,  and  by  making  the  clearing  house  accept  it  in  payment 
of  balances  with  all  the  banks  in  the  clearing  house,  that  puts  the  notes 
at  par. 

Mr.  Nbwlands.  As  I  understand  your  bill,  every  bank  member  is 
compelled  to  make  redemption  of  its  notes  it  takes  from  the  clearing 
house,  and  you  say  that  every  other  bank  member  would  be  willing  to 
accept  those  other  notes  issued  by  another  bank  member  because  he 
could  tender  them  to  the  clearing  house  in  settlement  of  claims  due  the 
clearing  house  from  himf 

Mr.  GiLMAN.  Yes,  sir. 

Mr.  Newlands.  Now,  that  is  the  inducement,  but  there  is  nothing  in 
your  law  which  would  compel  the  other  bank  member  to  take  the  notes 
of  another  bank  and  give  par  value  for  them.  You  simply  say  the 
inducement  is  that  he  can  make  use  of  those  notes  in  settling  the  claims 
of  the  clearing  house  against  himf 

Mr.  Oilman.  Yes,  sir.  The  case  would  be  exactly  the  same  as  now 
exists  with  national  bank  notes. 

Mr.  Newlands.  You  are  aware  that  under  the  national-bank  act  any 
bolder  of  any  national-bank  notes  issued  by  any  bank  can  compel  a 
bank  other  than  the  one  issuing  it  to  take  that  note  in  payment  of  the 
obligation  due  from  him  to  the  bankf 

Mr.  Oilman.  That  ought  to  be  included  in  this  bill  if  it  is  not  here. 
That  point  ought  to  be  covered,  as  there  is  absolute  security,  and  it  is 
no  hardship  upon  the  banks  to  compel  them  to  accept  these  notes  from 
the  public  as  well  as  through  clearing  houses.  That  provision  is  in  the 
national-bank  act,  was  in  the  old  State  bank  laws,  and  is  contained  in 
the  present  Oerman  banking  law  of  March,  1875. 

The  following  sentence  should  be  added  at  the  end  of  section  13,  page 
14,  line  14: 

And  every  bank  member  of  every  clearinff  hoase  organized  under  this  act  shall 
take  and  reoeive  at  par,  for  any  debt  or  liabifity  to  it,  any  and  aU  notes  or  biUs  issued 
by  any  clearing  boose  of  iasae  organized  under  tbis  act. 

I  would  also  add  immediately  after  the  above  the  following  para- 
graph: 

The  meeting  together  of  any  persons  who  are  officers,  agents,  or  employees  of  per- 
sons, firms,  or  corporations  in  any  one  or  more  places  once  in  tbirty  aays  or  oftener 
for  tbe  pnrpose  ot  exchanging,  paying,  or  in  any  otber  way  satisfying  any  obliga- 
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tioDS  used  in  commeToe  among  the  several  States  by  any  two  or  moreof  snoh  persons, 
firms,  or  corporations,  or  for  tne  purpose  of  the  settlement  of  money  transactions  by 
the  mutual  set- off  of  d'ebits  and  credits,  commonly  called  ''making  clearances"  for 
banks  shall  constitute  such  persons,  firms,  or  corporations  represented  in  sooh  meet- 
ing a  clearing-house  association  for  the  purpose  of  the  taxation  herein  imposed,  and 
such  persons,  firms,  or  corporations  represented  shall  be  jointly  and  severally  liable 
to  pay,  and  shall  pay,  into  the  Treasurv  of  the  United  States  a  duty  in  amount  equal 
to  one-fiftieth  of  one  per  centum  on  the  aggregate  amount  of  all  such  obligations 
exchanged,  paid,  or  in  any  way  satisfied, .or  on  the  aggregate  amount  of  the  money 
transactions  settled  by  the  mutual  set  off  of  debits  and  credits,  at  each  and  every 
meeting  of  persons  acting  for  such  persons,  firms,  or  corporations :  Frovidedy  howeper. 
That  in  case  any  such  clearing-house  'association  pays  one-half  of  the  tax  herein 
imposed  on  or  before  the  day  it  is  due  and  payable,  the  other  half  shall  be,  and  is 
hereby,  remitted:  And  provided  further.  That  the  tax  herein  imposed  on  clearing- 
house associations  herein  described  shall  be  wholly  remitted  to  all  members  of  clear- 
ing houses  that  are  incorporated  under  this  act. 

I  would  also  add  in  section  9,  page  9,  line  8,  to  make  it  read  as  fol- 
lows, beginning  with  line  7 : 

The  bank  member  takine  said  oircnlatins  notes  shaU  engage  to  redeem  them  in 
the  lawful  money  of  the  United  States  at  all  times  upon  demand  of  payment  duly 
made  during  the  usual  hours  of  business  at  the  office  of  such  bank  member  and  also 
when  called  upon  to  do  so  by  the  clearing  house  issuing  the  notes,  etc. 

Mr.  Newlands.  Does  yoor  bill  make  any  provision  as  to  the  kind  of 
coin  every  bank  shall  keep  on  hand  for  the  redemption  of  the  circu- 
lating notes  issued  to  it  by  the  clearing  house  f 

Mr.  Oilman.  No,  sir. 

Mr.  Newlands.  That  is  left  to  its  own  determination  and  discretion! 

Mr.  Oilman.  Yes,  sir;  because  the  present  bank  law  has  complete 
provisions  as  to  reserves,  and  it  is  best  to  leave  that  law  just  as  it  is, 
and  when  the  clearing-house  currency  is  secured  by  gold  values,  and 
in  addition  to  that,  when  you  add  25  per  cent  of  those  values  to  its 
security,  and  also  add  the  guarantee  of  all  the  banks  in  the  country,  a 
bank  circulation  of  this  description  could  take  care  of  itself. 

Mr.  Newlands.  Would  you  expect  the  bank  to  keep  any  funds  on 
hand  for  that  purposef 

Mr.  Oilman.  Not  for  the  purpose  of  providing  for  notes  in  addition 
to  its  other  coin  reserve;  no,  sir. 

Mr.  Newlands.  What  do  you  regard  as  a  safe  reserve  for  a  bank  to 
keep  against  the  calls  of  its  depositors? 

Mr.  Oilman.  I  think  that  the  percentages  of  reserves  that  should 
be  kept  by  banks  depend  upon  the  system  under  which  the  bank  is 
operated.  Now  the  reserves  under  our  national  system  are  entirely 
inadequate,  because  there  is  no  provision  for  self-preservation,  and  a 
diminution  of  those  reserves  about  6  per  cent  all  over  the  country  for 
hoarding  purposes  would  cause  a  panic.  But  take  the  Oredit  Lyon- 
naise  as  an  example.  The  Credit  Lyonnaise  is  under  the  French  sys- 
tem, and  its  advertisements  may  be  seen  in  the  New  York  papers  and 
elsewhere  giving  a  statement  of  its  condition. 

It  is  an  immense  bank  and  it  has  only  about  10  per  cent  of  its  obliga- 
tions on  hand  in  cash.  That  is  according  to  a  calculation  I  once  made. 
It  has  10  per  cent  more  in  call  loans,  and  then  it  has  bills  receivable 
which  it  advertises  are  ^immediately  discountable  at  the  Bank  of 
France"  to  the  extent  of  50  per  cent  of  its  obligations,  and  adding 
these  reserves  together  you  have  70  per  cent  of  the  obligations  of  the 
bank,  which  are  under  their  immediate  call,  and  that  makes  a  strong 
and  impregnable  position.  It  is  strong  with  only  10  per  cent  in  gold 
on  hand ;  but  10  per  cent  is  sufficient  under  such  a  system. 

Mr.  Fowler.  Under  the  Oredit  Lyonnaise  systeml 
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Mr.  Oilman.  Under  the  system  prevaOiDg  in  France  where  the 
Credit  Lyonnaise  has  its  head  office. 

The  Ghaibman.  That  is  to  say^  it  is  one  of  the  branch  banks 

Mr.  Oilman.  No,  sir;  it  is  not. 

Mr.  Nbwlands.  He  says,  in  effect,  the  Bank  of  France  lias  branches  f 

Mr.  Oilman.  The  Bank  of  France  supports  the  whole  banking 
system  of  France  with  its  reserve  of  $600,000,000  in  gold  and  silver 

Mr.  Newlands.  As  against  what  amount  of  dei>ositAt 

Mr.  Oilman.  I  should  say  that  is  about  60per*cent  of  its  obligations. 
It  is  85  i)er  cent,  I  think,  of  their  note  circulation,  and  60  per  cent  or 
65  x)er  cent  of  the  entire  obligations,  including  their  deposits. 

Mr.  Newlands.  You  say  the  amount  of  reserve  depends  upon  the 
system;  that  under  the  national  banking  system  of  this  country  the 
reserves  are  inadequate.  What  reserves  do  you  understand  are  kept 
as  a  rule  by  national  banks  in  this  country! 

Mr.  Oilman.  The  reserves  kept  by  the  national  banks  vary  in  differ- 
ent parts  of  the  country.  There  is  a  legal  requirement  of  reserve  to  be 
held  in  lawful  money.  The  country  banks  are  required  to  hold  6  per 
cent  of  their  deposits  in  lawfiQ  money  in  their  vaults.  Banks  in  reserve 
cities  of  the  second  class  are  required  to  reserve  12^  per  cent,  and  banks 
in  central  reserve  cities  25  per  cent.  The  Western  banks,  the  outlying 
banks,  beyond  the  reach  of  our  money  centers,  hold  the  largest  aitfount 
of  cash  reserve.  In  Colorado,  Nevada,  Oalifornia,  and  Oregon  the  per- 
centage of  reserve  held  to  deposits,  according  to  the  Comptroller's 
reiK>rt  of  October  6, 1896,  was  29.2  per  cent;  the  amount  held  above 
requirements  was  tnerefore  23.2  per  cent. 

In  the  Eastern  States  of  Maine,  New  Hampshire,  Vermont,  Massa- 
chusetts, Bhode  Island,  and  Connecticut  the  country  banks  held  10.7 
per  cent  at  that  time,  having  a  surplus  of  only  4.7  per  cent  above  the 
legal  requirements,  and  yet  they  held  $162,000,000  of  deposits  against 
$&,000,000  of  deposits  of  the  four  first-named  States,  and  the  other 
States  of  the  Union  are  classified  between  those  two  extremes.  The 
average  of  the  surplus  reserves  of  the  total  banks  in  the  United  States 
above  the  legal  requirements  were  6.6  per  cent  at  the  time  named. 

Mr.  Newlands.  When  -you  say  that  the  reserves  of  the  national 
banks  are  inadequate,  do  yon  mean  the  legal  reserve  or  the  actual 
reserves  that  they  havef 

Mr.  Oilman.  I  refer  in  this  to  the  lawful  money  reserve. 

Mr.  Spalding.  Kept  in  the  safef 

Mr.  GiLMAN.  Kept  in  the  safe. 

Mr.  Newlands.  Do  you  refer  to  the  amount  required  by  law,  or  the 
amount  that  they  actually  keep  on  hand,  if  the  amount  actually  kept 
on  hand  is  in  excess  of  the  legal  requirement,  as  inadequate! 

Mr.  Oilman.  Both  are  inadequate. 

Mr.  Nbwlanbs.  I  understand  you  to  say  a  withdrawal  of  6  per  cent 
of  the  reserves  of  banks  for  hoarding 

The  Chairman.  Deposits,  you  mean  f 

Mr.  Oilman.  Six  per  cent  of  deposits. 

Mr.  Newlanbs  (continuing).  Would  cause  a  panict 

Mr.  Oilman.  I  would  rather  put  it  in  this  way:  It  would  put  the 
banks  in  a  position  where  they  would  not  be  able  to  discount  or  afford 
relief  to  the  business  community,  and  they  would  be  obliged  to  stop 
discounting  and  to  cidl  in  loans  to  repair  their  reserves. 

Mr.  Newlanbs.  About  what  are  the  total  deposits  in  the  banks  of 
this  country  according  to  your  understanding  t 
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The  Ohaibmak.  Those  are  all  matters  of  statistics. 

Mr.  Newlands.  I  know. 

Mr.  Oilman.  I  shonld  say,  according  to  the  report  of  the  Compfroller 
of  the  Currency 

The  Chairman.  What  datef 

Mr.  Oilman.  October  6,  1896.  There  are  8,208  commercial  banks, 
including  national.  State,  and  private  banks,  which  had  deposits  of 
$2,563,000,000. 

Mr.  i^EWLANDS.  Those  are  national  banks? 

Mr.  Oilman.  National,  State,  and  private  banks.  There  are  loan  and 
tmst  companies  and  savings  banks  in  addition  to  that,  making  9,456  as 
a  total  number  of  banks  reporting,  having  at  that  time  $5,075,000,000 
of  deposits.     . 

Mr.  Nbwlands.  Now,  leaving  ont  of  view  savings  banks  and  stating 
it  in  round  numbers,  it  would  be  about  $4,000,000,0001 

Mr.  Oilman.  The  commercial  banks,  which  are  the  ones  we  ought 
to  firpecially  regard,  have  $2,553,000,000  of  deposits. 

Mr.  Newxands.  Then  6  per  cent  of  that  would  be  $150,000,000, 
would  it  notf 

Mr.  Oilman.  One  hundred  and  fifhr  Aiillion  dollars. 

Mr.  NlBWLANBS.  A  withdrawal  of  $150,000,000  of  deposits  flrom  the 
banks  would  create  this  condition  approaching  a  panic  f 

Mr.  Oilman.  Under  the  strain  of  distress,  not  under  the  ordinary 
operations  of  business.    There  is  a  distinction. 

Mr.  Newlands.  If  they  are  withdrawn  for  the  purpose  of  hoarding, 
do  you  not  think  a  panic  would  be  produced  by  the  withdrawal — ^you 
make  the  distinction,  I  believe,  between  the  withdrawal  of  deposits  and 
redemption  of  the  cash  reserve  of  banks,  do  you  notf 

Mr.  Oilman.  Yes.  A  closing  of  accounts  may  reduce  deposits  by 
what  is  equivalent  to  journal  entries,  without  payment  of  cash. 

Mr.  NeWlands.  How  much  would  a  reduction  of  $150,000,000  in 
deposits  indicate  a  reduction  in  the  cash  reserve  of  banks  f 

Mr.  Oilman.  About  6  per  cent  of  deposits,  but  33  per  cent  of  the 
total  reserves. 

Mr.  Nbwlands.  If  the  deposits  were  reduced  $150,000,000  in  all  the 
banks  of  the  country,  what  amount  of  coin  reserves  would  that  mean 
was  withdrawn  from  the  banks  or  lawful  money  reserves! 

Mr.  Oilman.  That  would  be  determined  by  the  nature  of  the  with- 
drawal. If  there  were  simple  cross  entries  by  which  certain  accounts 
were  closed  out  on  one  side  and  certain  other  accounts  were  closed  out 
on  the  other,  it  might  not  require  any  transfer  of  money  particularly; 
but  if  that  reduction  ^as  caused  by  the  demand  of  interior  banks  to 
strengthen  their  reserves  or  a  demand  arising  from  merchants  who 
desired  to  put  away  money  in  their  safe-deposit  vaults  for  the  purpose 
of  providing  against  any  contingencies,  it  would  be  an  entirely  different 
matter,  and  6  per  cent  of  deposits  withdrawn  in  this  way  would  be  suf- 
ficient to  throw  the  whole  system  out  of  gear,  for  it  would  be  equal  to 
the  withdrawal  of  one-third  of  the  reserves. 

Mr.  Spalding.  New  York  went  through  something  like  that  about 
two  months  ago. 

Mr.  Newlands.  Do  you  not  think  there  ought  to  be  some  provision 
requiring  a  larger  reserve  to  be  kept  by  banks  f 

Mr.  Oilman.  I  think  that  is  the  great  want  of  the  country  at  the 
l^resent  time  and  that  a  reserve  can  be  provided  either  by  the  power  to 
issue  a  credit  currency  as  in  the  case  of  the  Oerman  banks,  wMch  does 
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not  cost  anything,  it  is  nothing  bnt  the  legal  power,  or  it  can  be  pro- 
vided by  the  actual  patting  up  the  money.  A  reserve  provided  in 
either  way  affords  ample  protection  to  the  credit  system. 

The  Ohaibhan*  Oan  yoa  famish  me,  and  if  so,  will  yon  do  so,  the 
items  of  the  assets  and  liabilities  of  the  Bank  of  France  anywhere 
within  three  or  foor  months  after  the  occupation  of  Paris  by  the  Ger- 
mans f 

Mr.  GiLHAN.  I  will  endeavor  to  do  that. 

[Subsequently  Mr.  Gilman  fhrnished  the  following  statement  con- 
cerning the  Bank  of  France.] 

As  requested,  I  now  give  you  a  statement  of  the  assets  and  liabUr 
ities  of  the  Batik  of  France  under  three  dates,  June  30, 1870,  Septem- 
ber 8, 1870,  which  was  the  last  rendered  under  the  Empire,  and  June 
29, 1871,  which  was  the  first  rendered  under  the  Bepublic.  Also  to 
assist  in  understanding  same,  I  give  the  valuable  comments  thereon  of 
the  (London)  Economist  in  their  issue  of  July  8, 1871. 

THB  BBMABITABLE  AG0OX7NTS  OF  THB  BANK  OF  FBAITOB. 

The  accounts  which  the  Bank  of  France  has  this  week  again  for  the 
first  time  since  September  begun  to  publish,  are  perhaps  the  most 
remarkable  bank  accounts  which  have  appeared.  They  represent  the 
effects  of  a  greater  destruction  in  the  political  elements  of  credit  (tak- 
ing the  war  and  the  civil  commotion  together)  than  have  ever  been 
known  since  banking  became  a  trade,  and  that  effect  has  been  shown 
by  the  accounts  of  a  bank  much  larger  and  stronger  than,  any 
which  has  ever  before  been  subjected  to  an  equal  or  an  analogous 
experience. 

The  most  important  fact  is  that  after  all  the  calamities  which  have 
happened;  even  now  the  Bank  of  France  can  not  be  said  to  stand  at  all 
badly,  if  we  take  due  account  of  its  peculiar  position  and  circumstances. 
Of  course  the  liabilities  of  a  bank  which  has  been  required  by  its  Gov- 
ernment to  suspend  specie  pajrments,  and  which  pays  its  outgoings  in 
its  own  inconvertible  paper,  are  for  the  present  only  nominal;  they 
would  only  become  real  if  specie  payments  were  resumed.  But  if  specie 
payments  were  resumed  and  if  the  liabilities  of  the  Bank  of  France  in 
consequence  became  real,  these  are  what  they  would  be : 


Notes  and  drafts  in  dronlation £89.985.000 

Pablio  deposits 6,631,000 

Pkivate  deposits 23,246,000 

Total U7,862,000. 


and  the  reserve  would  be  nearly  £22,000,000,  or  very  nearly  one-fifth. 
And  this  is  really  a  very  large  reserve  for  a  country  like  France  where 
banking  is  very  little  developed. 

It  is  certainly  a  much  larger  proportionate  reserve  tiian  exists  in  this 
country  (England).  The  peculiar  provision  of  Peel's  act,  which  sep- 
arates the  banking  from  the  currency  reserve,  makes  a  comparison  witti 
any  other  country  always  difficult,  since  no  other  country  has  any  cor- 
r«six>nding  circulation.  But  if  we  take  the  banking  liabilities  of  six 
joint^stock  banks  only,  and  remember  that  the  reserves  of  notes  and 
eoin  in  the  Bank  of  England  is  the  only  store  of  actual  cash  which 
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England  possesseB  to  meet  the  banking  liabilities  of  these  banks  and 
other Sf  we  find: 

Bonking  UdUUUeB  of  the  Bank  of  England  and  fto  London  Jo^mi-^toek  hankt  Dooember 

SI,  mo. 

Bank  of  England : 

Public  deposits £^286^000 

Priyate  deposits 20^2»8,000 

Seyen-day  and  other  bills 760,000 

87, 819, 000 

London  and  Wsstndnster  Bank 22,869,000 

London  Joint  Stock  Bank 17,315,000 

Union 15,413,000 

London  and  County  Bank 16,606,000 

City  Bank 4^274,000 

Consolidated  Bank 2,496,000 

108,193,000 

And  the  reserve  of  notes  in  the  banking  department  is  £12,574^000, 
or  12  per  cent  of  the  banking  liabilities.  Or  if  we  include  the  bank- 
note circulation  and  make  the  Bank  of  England  accounts  up  into  Uie 
^  old  form,"  as  it  has  now  for  so  many  years  been  called,  the  account  is — 

XtoMZiUM,  iiioltid<ji^  tktwXMom  of  Bank  of  England, 

Bank  of  England,  circnlation  and  deposits £51,612,000 

London  and  W estminster  Bank 22, 869, 000 

London  Joint  Stock  Bank 17,315,000 

Union  Bank 15,413,000 

London  and  County  Bank 16,506,000 

City  Bank 4^274,000 

Consolidated  Bank 2,496,000 

Total 130,385,000 

and  coin  and  bullion  in  both  departments  is  £22,383,000,  or  17  per  cent 
of  the  entire  liabilities,  whether  of  banking  or  of  circulation. 

In  both  cases,  when  we  include  only  six  joint  stock  banks,  we  find 
that  the  ratio  of  the  English  reserve  to  the  English  liabilities  is  less 
than  that  of  the  French  reserve  to  the  French  liability:  and  the  liabili- 
ties of  these  six  banks  are  only  an  infinitesimal  small  part  of  the  lia- 
bilities of  England.  If  we  could  give  all  the  liabilities  of  the  private 
banks — all  the  liabilities  of  the  English  country  bankers,  whether  on 
deposits  or  circulation — and  all  those  of  Irish  and  Scotch  bankers,  we 
should  have  a  most  formidable  total.  Broadly  speaking,  the  reserve  in 
the  Bank  of  England  is  the  only  reserve  (except  the  cash  in  the  till  and 
the  comparatively  small  sums  kept  in  Scotland  and  Ireland  in  conformity 
with  the  act  of  1845)  which  is  held  against  it;  but  the  French  liabilities 
outside  of  the  Bank  of  France  are,  in  comparison,  very  trif  ing,  so  that 
we  are  left  with  the  great  and  strange  result  that  after  the  invasion  and 
after  the  civil  war  the  credit  system  of  France  rests  on  a  larger  basis  of 
cash  and  is  supported  by  a  far  larger  percentage  of  reserve  to  liabilities 
than  our  English  credit  system,  though  the  latter  is  in  its  ordinary  state 
and  has  not  been  tested  by  either  invasion  or  internal  convulsion. 

The  principal  reason  of  the  remarkable  present  strength  of  the  Bank 
of  France  is  its  unparalleled  strength  last  year.  At  that  time  its 
liabilities  were — 

Notes  and  drafts £59,588,000 

Pnblio  deposits 7,031,000 

Priyate  deposits 17,86^000 

84,48^000 
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and  its  bullion  and  specie  nearly  £52,000,000,  or  62  per  cent  of  its  lia- 
bilities. Probably  never  since  banking  has  become  a  trade,  at  least 
has  taken  its  modern  form  of  a  receipt  of  deposits  and  an  issae  of 
promissory  paper,  has  any  bank  held  so  large  a  proportion  of  cash 
reserve  to  its  current  liabilities  as  the  Bank  of  France  last  year  held. 
Most  fortunately  these  strange  and  unprecedented  political  calamities 
attacked  the  bank  at  a  period  of  exceptional  strength,  and  therefore  it 
has  been  able  to  surmount  them  so  easily  and  to  stand  so  well  at  last. 

The  next  most  remarkable  point — indeed,  in  one  sense  the  most 
remarkable  of  all,  for  it  is  quite  new  and  has  never  been  stated  before — 
is  that  the  advances  to  the  trading  community  of  France  have  dimin- 
ished. In  September,  in  the  last  account  which  was  published  till  now, 
the  discounts  had  risen  to  £64,000,000,  while  they  are  now  £36,317,000, 
showing  a  reduction  of  nearly  half  since  September.  Nothing  can  speak 
more  conclusively  for  the  substantial  soundness,  both  of  the  business 
of  the  Bank  of  France  and  of  French  commerce  in  general,  than  that  it 
should  have  been  possible  for  the  bank  to  obtain  and  for  the  community 
to  make  this  immense  repayment. 

The  immense  augmentation  in  the  paper  circulation  was  obvious,  was 
known  before  the  publication  of  the  accounts,  and  has  therefore  been 
much  discussed.  There  is  an  important  point  on  which  it  is  desirable 
that  opinions  should  be  clear. 

As  yet  the  issue  of  bank  notes  by  the  Bank  of  France  during  the 
invasion  has  been  like  the  issue  of  bank  notes  by  the  Bank  of  England 
in  a  panic  and  after  the  suspension  of  Peel's  act.  In  such  cases  with 
us  a  great  auxiliary  circulation  of  checks  is  on  a  sudden  rendered  less 
efficient  than  usual  and  requires  at  the  same  moment  a  greater  support 
of  bank  notes  or  coin  than  usual.  Consequently  at  that  moment  of 
fear  an  issue  of  bank  notes  can  occur  without  depreciation.  Just  so  in 
France.  The  metallic  circulation  has  lately  been  largely  hoarded,  and 
therefore  the  paper  circulation  is  needed  to  take  its  place,  and  has 
taken  it  without  being  depreciated.  But  soon  these  hoarded  sums  of 
metallic  money  will  come  forth — some  are  now  being  sent  forth  on 
account  of  the  loan — and  it  is  not  very  easy  to  see  how,  if  the  metallic 
money  comes  out,  the  paper  money  can  remain  as  large  as  it  is  without 
Calling  considerably  in  value. 

The  enormous  augmentation  of  the  loan  by  the  Bank  of  France  to 
the  French  Government  was  a  necessity  in  their  position.  They  obtained 
the  means  to  make  it  partly  by  diminishing  their  bullion,  but  mainly  by 
an  augmentation  of  paper  currency  which  they  could  not  have  obtained 
without  the  leave  of  the  Government.  And  as  the  Government  gave 
that  leave  they  were  right  to  obtain  the  principal  benefit  from  it. 

The  Bank  of  France  is  an  institution  entirely  opposed  to  all  English 
ideas.  The  governor  and  deputy  governor  are  appointed  by  the  State, 
and  they  are,  in  fact,  supreme  in  the  bank.  And  the  intervention  of  the 
executive  Government  in  banking  is  opi>osed  to  established  opinion 
and  to  sound  political  economy.  But  this  much,  at  least,  may  be  said: 
If  the  State  in  any  country  begins  to  foster  banking  it  should  do  so  in 
such  a  manner  as  to  have  a  perfect  control  over  the  banking  which  it 
fosters. 

The  French  Government  did  not,  like  the  Government  of  India  with 
the  old  Bombay  Bank,  give  the  credit  of  its  sanction  to  a  bank  over 
which  it  had  no  control.  It  took  absolute  authority  over  the  bank,  and 
by  means  of  a  council  of  skilled  regents  it  is  enabled  to  exercise  this 
authority  fairly.  This  may  not  be  as  good  a  system  in  which  deposit 
banking,  at  any  rate,  is  open  to  all  the  world,  but  it  is  the  next  best 
substitute  for  it.    And  at  the  moment  of  this  disastrous  invasion  it  has 
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enabled  the  State  and  the  bank  to  cooperate  and  to  aid  one  another  in 
a  singular  and  felicitous  manner. 

Bank  of  FroMoe  aeoaunU. 


June  80, 
1870. 


Sept  8, 18701 


Jane  21, 
1871. 


UABiunss. 


Capital 

Profltnand  reeerve 

KotM  in  cironlation  and  drafts  on  provlnoea. 

Pabllc  deposits 

Private  deposits 

Beeerre  for  liqaidation  of  three  branohea. . . . 


£7,800,000 
1.820,000 

69,588,000 
7,031,000 

17,884,000 


£7.800,000 
1,826.000 

73,183.000 
7,151,000 

18,820,000 


£7,800,000 
1,834,000 

88.885,000 
5,681.000 

22,246,000 
1,040,000 


Total. 


03,100,000 


107.700,000 


127,586,000 


JUSSBT8. 


Cash  and  bnUion ^ 

Private  seonrities 

Postponed  bills , 

GoTernment  securities 

Treasary  obligations 

Advaocea  to  mty  of  Paria 

Property  of  the  bank,  sundries,  etq. 


61,900,000 
80,815,000 


82,320,000 
64,250,000 


10,142.000 


751,000 


10,142,000 

"i,*o78,*o6o' 


21,894,000 

21,468.000 

14,856.008 

8,782,080 

47.720,068 

8.400,000 

8,884,000 


Total. 


98,108,000 


107,790,000     127,587,000 


The  Ohairhan.  Oan  yon  give  me,  and  will  yon  do  so,  either  a  copy 
of  or  information  as  to  where  I  can  find  the  speech  of  Mr.  Goschen  in 
January,  1890  or  1891,  concerning  the  financial  condition  of  the  Bank 
of  England t 

Mr.  GiLMAN.  Yes,  sir;  Mr.  Ooschen's  speech  is  discussed  and  quoted 
in  a  pamphlet  written  by  S.  F.  Hopkinson,  the  Leeds  proposal  and  the 
answer  from  London. 

TheOHAiBMAN.  The  securities,  as  you  call  them,  that  would  be 
pledged  by  the  bank  to  the  clearing  house  for  the  currency  that  the 
clearing  house  furnishes  the  bank  would  be  the  ordinary  securities  or 
notes  that  it  took  in  its  regular  way  of  business  as  a  bankf 

Mr.  Oilman.  Yes,  sir. 

The  Chairman.  When  a  bank  issues  currency  directly  against  its 
assets,  as  is  done  in  France  and  Germany  and  was  done  under  the  old 
Suffolk  system  and  under  the  old  State  bank  system,  it  issues  it  against 
these  very  securities  that  under  your  system  it  issues  f 

Mr.  Oilman.  Yes,  sir;  the  only  difference  being  that  in  one  case 
there  is  the  actual  pledge  of  the  assets  in  the  hands  of  a  trustee  to 
secure  the  clearinghouse  currency,  and  there  is  no  such  pledge  when 
the  notes  are  issued  against  the  assets  in  their  own  hands.  In  France 
the  privilege  of  note  issue  Is  given  to  one  bank,  and  in  Germany  to 
about  six.  To  give  the  same  privilege  in  our  country  to  3,000  banks 
would  not  follow  their  example,  and  would  invite  disaster.  Currency 
was  not  issued  under  the  Suffolk  system;  that  was  only  a  method  of 
redemption. 

The  Chaibman.  Then  the  only  difflerence  is  in  the  distinction  and 
positive  pledge  of  specific  assets  of  a  bank  placed  in  the  hands  of  the 
second  party,  rather  than  the  whole  assets  of  the  banks  remaining  in  the 
hands  of  the  banks  as  against  the  notes  it  issues  when  the  law  gives  a 
first  lien  on  all  the  assets  of  the  bank  and  its  stockholders  and  the  lia- 
bility of  the  assessment  of  the  stockholders  as  security  for  the  curreucyf 

Mr.  Oilman.  Yes.  sir;  thatisthedifierence,  and  the  liability  to  a  lack 
of  confidence.    I  will  say  the  confidence  comes  in  just  at  that  point 
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This  describes  the  method.  The  object  is  to  make  the  banks  sustain 
their  costomers  as  well  as  derive  a  profit  from  them.  This  they  do  by 
turning  to  the  clearing  house  to  find  the  remedy  for  a  bank  erisis, 
instead  of  throwing  the  whole  pressure  on  the  mercantile  community, 
to  use  the  words  of  Nathan  Appleton.  The  result  is  that  cooperation 
is  thus  established,  which  prevents  the  interests  of  the  banks  from 
being  at  variance  with  the  interests  of  the  people.  A  secured  currency 
with  a  cooperative  system  will  produce  stability,  and  an  unse^ur^d  cur- 
rency, whether  under  the  Suffolk  system  or  any  other,  will  produce 
panics. 
Thereupon  the  committee  a^ourned. 


H.  R.  9785.— FZFTT-7IFTH  COHOSESS,  SBCOBD  SESSIOH. 

IN  THB  HOUSE  OF  BEPBESENTATIYES, 

Apbil  5, 1898. — Mr.  McCleary  introduced  the  following  hill^  prepared  fty 
the  /fecial  Subcommittee  of  the  Banking  and  Currency  Committee^  con- 
aiating  of  Hon,  James  T.  McCleary^  Hon.  Oeorge  W.  Prince^  and  Hon, 
John  Murray  Mitchell;  which  bill  was  referred  to  the  Committee  on 
Banking  and  Currency  and  ordered  to  be  printed. 

A  BILL  To  provide  for  streDgthening  the  public  credit,  for  the 
relief  of  the  United  States  Treasary,  and  for  the  amendmeDt  of  the 
laws  relating  to  national  banking  associations. 

Issue  and  re-  Be  it  enacted  by  the  Senate  and  House  of  Representatives 
vfiion  llt9^\i'-0fthe  United  States  of  America  in  Congress  assembled^  That 
M^«d.  there  is  hereby  created  a  division  in  the  Treasury  Depart- 

ment to  be  known  as  the  Division  of  Issue  and  Redemption, 
under  the  charge  of  an  assistant  treasurer  of  the  United 
States,  who  shall  be  appointed  by  the  President,  by  and 
with  the  advice  and  consent  of  the  Senate. 
Pnnds^in^.^.  jsbo.  2.  That  to  the  division  of  issue  and  redemption 
uid^ndAmptioD!  Shall  be  Committed  all  functions  of  the  Treasury  Depart- 
ment pertaining  to  the  issue  and  redemption  of  notes  and 
certificates,  and  to  the  exchange  of  coins;  and  the  said 
division  of  issue  and  redemption  shall  have  the  custody  of 
the  bank-note  guaranty  fund  and  of  the  redemption  fund 
of  the  national  banking  associations,  and  shall  conduct  the 
operations  of  redeeming  the  circulating  notes  of  national 
banking  associations,  as  prescribed  by  law;  and  to  this 
division  shall  be  transferred  all  gold  coin  held  against 
outstanding  gold  certificates,  all  silver  dollars  held  against 
outstanding  silver  certificates,  all  United  States  notes  held 
against  outstanding  currency  certificates,  and  all  silver 
dollars  and  silver  bullion  held  against  outstanding  Treas- 
ury notes  issued  under  the  act  of  July  fourteenth,  eight- 
een hundred  and  ninety,  and  such  amount  of  subsidiary 
and  minor  coins  as  the  Secretary  of  the  Treasury  shall  con- 
sider necessary  for  the  issue  .and  exchange  of  such  coins, 
and  the  funds  deposited  with  the  Ihreasurer  for  the  redemp- 
tion or  retirement  of  the  circulating  notes  of  national  bank- 
ing associations.  All  accounts  relating  to  the  business  of 
this  division  shall  be  kept  entirely  apart  and  distinct  from 
those  of  the  other  divisions  of  the  Treasury  Department; 
and  the  accounts  relating  to  the  national  banking  associa- 
tions shall  be  kept  separate  and  apart  from  all  other 
accounts  in  said  division  of  issue  and  redemption. 

•MinV  u'  ^8*     ®^^'  ^*  ^^*^  *  reserve  shall  be  established  in  the  divi- 

BotM  andsiiTer.'  siou  of  issuc  and  redemption  aforesaid  by  the  transfer  to  it 

by  the  Treasurer  of  the  United  States  from  the  general 
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ftinds  of  the  Treasury  of  an  amonnt  of  gold,  in  coin  and 
bullion,  equal  to  twenty-five  per  centum  of  the  amount, 
both  of  United  States  notes  and  Treasury  notes  issued 
under  thB  act  of  July  fourteenth,  eighteen  hundred  and 
ninety,  outstanding,  and  a  further  sum  in  gold  equal  to 
five  per  centum  of  the  aggregate  amount  of  the  coinage  ot 
silver  doUars.  This  reserve  shall  be  held  as  a  common 
fund,  and  used  solely  for  the  redemption  of  said  notes  and 
in  exchange  for  said  notes  and  for  silver  dollars  and  sub- 
sidiary and  minor  coins,  as  hereinafter  provided. 

Sec.  4.  That  it  shall  be  the  duty  of  the  Secretary  of  the   Duty  of  the 
Treasury  to  maintain  the  gold  reserve  in  the  division  of  T^e^i^'J^'^y  *t® 
issue  aud  redemption  aforesaid  at  such  sum  as  shall  secure  maintain   sncii 
the  certain  and  immediate  redemption  of  all  notes  and^"^'^ 
exchange  of  all  silver  dollars  presented,  as  hereinafter  pro- 
vided for,  and  the  preservation  of  public  confidence;  and 
for  this  purpose  he  may,  from  time  to  time,  transfer  to  the 
cUvision  of  issue  and  redemption  any  funds  in  the  Treas- 
ury, not  otherwise  appropriated,  in  excess  of  i  cash  bal- 
ance of  fifty  million  dollars,  said  cash   balance  to  be 
determined  in  the  same  manner  in  which  it  is  now  deter- 
mined; and  in  addition  thereto  he  is  hereby  authorized  to 
issue  and  sell,  whenever  it  is  in  his  judgment  necessary  to 
the  ends  aforesaid,  bonds  of  the  United  States  bearing 
interest  at  a  rate  not  exceeding  three  per  centum  per  an- 
num, payable  in  gold  coin  at  the  end  of  twenty  years,  but 
redeemable  in  gold  coin  at  the  option  of  the  United  States 
after  one  year;  and  the  proceeds  of  all  such  sales  shall  be 
paid  into  the  division  of  issue  and  redemption  for  the 
purpose  aforesaid. 

Sec.  5.  That  the  Secretary  of  the  Treasury  may,  and  he   The  secretary 
is  hereby  authorized  to,  exchange  gold  coin  hold  in  the^^^y^*^^?^ 
general  cash  of  the  Treasury  for  notes  held  in  the  division  fimcu. 
of  issue  and  redemption ;  and  he  is  hereby  further  author- 
ized to  exchange  notes  of  one  denomination  for  a  like 
amount  in  notes  of  another  denomination,  or  notes  of  one 
of  two  classes  for  a  like  amount  in  notes  of  the  other  class, 
and  may  replace  notes  worn  or  unfit  for  circulation  by  new 
notes  of  the  same  class;  but  none  of  these  exchanges  shall 
at  anjr  time  alter  the  amount  of  money  to  be  held  in  the 
said  division. 

Sec.  6.  That  the  division  of  issue  and  redemption  shall,   doUm  of  diTi. 
at  Washington  and  at  such  subtreasuries  of  the  United  jJSiiptSr  "* 
States  as  the  Secretary  of  the  Treasury  may  firom  time  to 
time  designate,  on  demand : 

First.  Pay  out  gold  coin  for  gold  certificates; 

Second.  Pay  out  United  States  notes  for  currency  cer- 
tificates; 

Third.  Pay  out  gold  coin  in  redemption  of  United  States 
notes  and  Treasury  notes  of  eighteen  hundred  and  ninety; 

Fourth.  Pay  out  silver  dollars  for  silver  certificates  of 
any  denomination; 

Fifth.  Issue  silver  certificates  of  denominations  of  one 
dollar,  two  dollars,  and  five  dollars  in  exchange  for  silver 
dollars  and  for  silver  certificates  of  denominations  above 
five  dollars; 
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Sixth.  Pay  oat  gold  coin  in  exchange  for  silver  dollars; 
Seventh.  Pay  oat  silver  dollars  held  in  the  division  of 
issne  and  redemption  aforesaid^  and  not  covered  by  oat- 
standing  silver  certificates^  in  exchange  for  gq}d  coId, 
United  States  notes,  or  Treasary  notes  ^ 

Eighth.  Pay  oat  United  States  notes  or  Treasary  notes, 
not  snbject  to  immediate  cancellation,  in  exchange  for  gold 
coin; 

Kinth.  Pay  oat  gold  coin  in  exchange  for  snbsidiary  and 
minor  coins  presented  in  snms  of  twenty  dollars  or  multi- 
ples thereof,  and  pay  oat  subsidiary  and  minor  coins  in 
sums  of  twenty  dollars  or  multiples  thereof  in  exchange 
for  any  lawful  money; 

Tenth.  Pay  out  in  redemption  of  national-bank  notes 
the  moneys  in  the  division  available  for  that  purpose. 
Ooid  oertifi-     Ssc.  7.  That  gold  certificates  and  currency  certificates 
rwicy  wffSflcJJes  Shall,  whcncver  presented  and  paid  or  received  in  the  Treas- 
r^ired  and  can-  ary,  be  retired  and  canceled.    All  provisions  of  law  author- 
iziug  the  issue  or  reissue  of  gold  certificates  or  currency 
certificates  are  hereby  repeal^. 
^ohftDge  ^of    Sec.  8.  That  when  the  division  of  issue  and  redemption 
Fnitod^  8  tat^B  shall  havc  paid  out  gold  coin  in  exchange  for  United  States 
DojMMBd  Trea«uotes  and  Treasury  notes  presented  for  payment,  it  shall 
from  time  to  time  cancel  such  amounts  of  notes  so  paid  as 
shall  not  exceed  the  amount  of  national  currency  notes 
issued  subsequent  to  the  taking  effect  of  this  act. 
nJte?Si*V *bS     Sbo.  9.  That  the  Secretary  of  the  Treasury  may,  in  his 
tnmsfemd  fo  r  discretion,  from  any  funds  in  the  general  Treasury  not  set 
oanceUatum.      apart  under  section  four  of  this  act  or  otherwise  appropri- 
ated, transfer  to  the  division  of  issue  and  redemption  any 
United  States  notes  or  Treasury  notes  which,  on  such  trans- 
fer, could  then  lawfully  be  canceled  under  the  provisions  of 
this  act  if  they  had  been  redeemed  on  presentation ;  and 
when  so  transferred  the  same  shall  be  canceled.    And  the 
Secretary  of  the  Treasury,  whenever  there  may  be  United 
States  notes  or  Treasury  notes  in  the  general  Treasury  which 
are  not  available  as  surplus  revenue,  and  which  upon  trans- 
fer to  the  division  of  issue  and  redemption  could  then  law- 
fully be  canceled  under  the  provisions  of  this  act.  may  ex- 
change such  notes  with  the  division  of  issue  and  redemp- 
tion for  gold  coin,  and  such  notes  shall  thereupon  be  can- 
celed. 
iio™*^2^^     Sec.  10.  That  United  States  notes  or  Treasary  notes 
in  gold  not  to  b6  once  redeemed  shall  not  be  paid  out  again  except  for  gold 
Fo?  ff°oi?^or  ^^^9  unless  there  shall  be  an  accumulation  of  such  notes  in 
United  states  the  divisiou  of  issue  and  redemption  which  can  not  then  be 
canceled  under  the  provisions  of  this  act,  in  which  case  the 
Secretary  of  the  Treasury  shall  have  authority,  if  in  his 
judgment  that  course  is  necessary  for  the  publLo  welfare^ 
to  invest  the  same,  or  any  portion  thereof,  in  bonds  of  the 
United  States  for  the  benefit  of  the  gold  reserve  in  the 
division  of  issue  and  redemption,  such  Donds  to  be  held  in 
the  aforesaid  division*  subject  to  sale  at  the  discretion  of 
the  Secretary  of  the  Treasury  for  the  benefit  of  the  said 
reserve  in  the  said  division  of  issue  and  redemption  aiid 
not  for  any  other  purpose. 
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Sbo.  11.  That  no  TTnited  States  note  or  Treasury  note  g^^^otiMJ 
issued  nnder  the  act  of  Jaly  fourteenth,  eighteen  hundred  than  ten  doiian! 
and  ninety,  of  a  denomination  less  than  ten  dollars  shall  ^^^«^^  5*^** 
hereafter  be  issued,  and  silver  certificates  shall  hereafter  two  dollars,  five 
be  issued  or  paid  out  only  in  denominations  of  one  dollar,  ^<^i^*"- 
two  dollars,  and  five  dollars  against  silver  dollars  deposited 
in  the  division  of  issue  and  redemption,  or  in  exchange  for 
silver  certificates  of  denominations  exceeding  five  dollars. 

Sec  12.  That  the  circulating  notes  provided  for  in  this  ^oX^deflSJ?  "^ 
act  shall  consist  of  two  classes,  namely,  national  reserve 
notes  and  national  currency  notes.  The  words  <*  national 
reserve  notes,"  when  used  in  this  act,  shall  be  understood 
to  mean  notes  issued  to  a  national  banking  association  in 
exchange  for  United  States  notes^  and  for  whose  current 
redemption  the  banking  association  receiving  the  same 
shall  be  made  immediately  liable,  and  whose  ultimate  pay- 
ment shall  be  by  the  Government  of  the  United  States. 

That  the  words  <^  national  currency  notes,"  when  used 
in  this  act,  shall  be  nnderstood  to  mean  notes  issued  upon 
the  assets  of  a  national  banking  association,  whether 
secured  by  deposited  United  States  bonds  or  otherwise, 
and  constituting  a  direct  and  ultimate  liability  of  the  said 
banking  association,  as  provided  in  this  act. 

Ssc.  13.  That  any  national  banking  association,  on  com-  Banknoteanot 
plying  with  the  provisions  of  this  act,  shall,  if  its  capital  ^g3^«P*^ 
be  wholly  paid  up  and  unimpaired,  be  entitled  to  receive 
from  tiie  Comptroller  of  the  Currency  national  currency 
notes  of  different  denominations  hereinafter  provided  (none, 
however,  being  less  than  ten  dollars)  in  blank,  registered 
and  countersigned,  as  provided  by  law,  to  the  amounts  and 
in  the  manner  following,  and  on  the  following  terms  and 
conditions,  but  in  no  case  exceeding  the  amount  of  such 
paid-up  and  unimpaired  capital : 

Subdivision  A.  That  upon  deposits  by  national  banking  ^^^J**-^**** 
associations  of  United  States  bonds,  bearing  interest,  as 

Erovided  by  law  under  the  provisions  of  sections  fifty-one 
undred  and  fifty-nine  and  fifty-one  hundred  and  sixty  of 
the  Bevised  Statutes,  such  associations  shall  be  entitled  to 
receive  from  the  Comptroller  of  the  Currency  national  cur- 
rency notes  of  different  denominations  in  blank,  as  provided 
by  this  act,  equal  in  amount  to  the  par  value  of  the  bonds 
so  deposited,  and  national  banking  associations  now  having 
bonds  on  deposit  for  the  security  of  circulating  notes  less 
in  amount  than  the  par  value  of  the  bonds,  or  which  may 
hereafter  have  such  bonds  on  deposit,  shall  be  entitled  to 
receive,  immediately  upon  there  reorganization  under  this 
act,  national  currency  notes  to  an  amount  which  will 
increase  to  the  par  value  of  the  bonds  the  aggregate  amount 
of  circulating  notes  held  by  such  associations  in  conse- 
quence of  the  deposit  of  such  bonds;  and  when  from  time 
to  timc^the  circulating  notes  of  any  association  issued  prior 
to  the  passage  of  this  act  are  received  by  the  division  of 
issue  and  redemption,  and  it  shall  be  the  duty  of  every 
national  banking  association  to  present  them  to  said  divi- 
sion as  rapidly  as  possible,  they  shall  be  canceled,  and  said 
association  shall  be  entitled  to  receive  in  lieu  tnereof  an 
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equivalent  amoant  of  the  national  currency  -notes  proTided 
for  in  this  act:  Provided^  That  nothing  herein  contained 
shall  be  coustrned  to  modify  or  repeal  the  provisions  of 
sections  fifty-one  hundred  and  sixty-seven  and  fifty-one 
hundred  and  seven  ty-one  of  the  Revised  Statutes,  authoriz- 
ing the  Comptroller  of  the  Currency  to  require  additional 
deposits  of  bonds  or  of  lawful  money  in  case  the  market 
value  of  the  bonds  held  to  secure  the  circulating  notes 
shall  fall  below  the  par  value  of  the  circulating  notes  out- 
standing for  which  said  bonds  may  be  deposited  as  security. 
Beeerre  notM     Subdivision  B.  That  any  national  banking  association 

Sotefc '*''*'*  **^  niay  deposit  with  the  Treasurer  of  the  United  States,  under 

such  regulations  as  the  Secretary  of  the  Treasuiry  may 
approve,  United  States  notes,  and  shall  then  be  entitled  to 
receive  in  exchange  therefor  irom  the  Comptroller  of  the 
Currency  an  equal  amount  of  national  reserve  notes,  of  the 
kind  and  denominations  described  in  section  fourteen  of 
this  act,  and  to  receive  and  issue  in  addition  thereto  an 
amount  of  national  currency  notes  equal  to  the  amount  of 
national  reserve  notes  received  as  aforesaid:  Provided^ 
however  J  That  when  any  national  banking  association  shall 
have  taken  out  an  amount  of  national  reserve  notes  equal 
to  thirty-five  percentum  of  its  capital,  it  shall  not  be 
required  to  take  out  any  further  amount  of  national  reserve 
notes  in  order  to  be  entitled  to  receive  and  issue  nationiJ 
currency  notes  to  the  full  amount  of  its  paid  up  and  unim- 
paired capital  as  authorized  in  this  section. 

That  from  and  after  three  years  after  tiiie  passage  of  this 
act  no  national  banking  association  shall  be  granted  an 
extension  or  renewal  of  its  charter,  and  firom  and  after  the 
passage  of  this  act  no  national  banking  association  shall 
be  granted  a  certificate  of  organization,  unless  such  associ- 
ation shall  take  out  iu  the  manner  prescribed  herein  an 
amount  of  national  reserve  notes  equal  to  at  least  twenty- 
five  per  centum  of  its  capital,  subject  to  the  exemptions 
provided  in  section  eighteen  of  this  act. 

United  States  notes  received  into  the  division  of  issue 
and  redemption  in  exchange  for  national  reserve  notes 
shall  be  canceled  as  received. 
National  onr-     Subdivision  C.  That  the  national  currency  notes  con- 

m?uJtu^o?S  stitute  a  paramount  lien  upon  the  bonds  deposited  to  secure 

asaeu.  circulation  and  upon  all  the  other  assets  of  the  association 

issuing  such  notes. 
Desoriptioii  of     Seo.  14.  That  iuordcr  to  furnish  suitable  notes  for  circa- 

'»«*«^  lation^  the  Comptroller  of  the  Currency  shall,  under  the 

direction  of  the  Secretary  of  the  Treasury,  cause  plates 
and  dies  to  be  engraved,  in  the  best  manner  to  guard  against 
counterfeiting  and  fraudulent  alterations,  and  shall  have 
printed  therefrom  and  numbered  such  quantity  of  circulat- 
ing notes  in  blank  of  the  denominations  of  ten  dollars, 
twenty  dollars,  fifty  dollars,  one  hundred  dollars,  five  hun- 
dred dollars,  one  thousand  dollars,  and  ten  thousand  dol- 
lars, as  may  be  required  to  supply  the  associations  entitled 
to  receive  the  same. 

Each  national  currency  note  shall  express  upon  its  face 
the  promise  of  the  association  receiving  and  issuing  the 
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same  to  pay  the  specified  araoant  on  demand,  attested  by 
the  signatures  of  the  president  or  vice-president  and  the 
cashier  of  sach  association;  it  shall  also  bear  upon  its  face 
the  statement  that  it  is  issued  in  accordance  with  the  provi- 
sions of  this  act,  which  statement  shall  be  attested  by  the 
written  or  engraved  signature  of  the  Comptroller  of  the 
Currency,  and  shall  bear  such  devices  and  other  statements 
and  be  in  such  form  as  the  Secretary  of  the  Treasury  shaU, 
by  regulation,  direct. 

Each  national  reserve  note  shall  be  in  the  same  form 
and  contain  the  same  statements  as  the  present  United 
States  legal-tender  notes,  and  in  addition  thereto  shall 
express  upon  its  back  or  reverse  side  the  promise  of  the 
national  banking  association  receiving  the  same  to  pay  on 
demand  the  sum  specified  on  its  face,  which  statement  shall 
be  attested  by  the  signatures  of  the  president  or  vice-pres- 
ident and  cashier  of  such  association. 

No  circulating  notes  shall  be  issued  to  any  national 
banking  association  other  than  those  described  in  this 
Act. 

Sec.  15.  That  national  reserve  notes  issued  to  any  ?^7^^^^^ 
national  banking  association,  as  defined  in  this  Act,  shall*  ^'^  ^  ^' 
be  a  full  legal  tender  at  their  face  value  for  all  debts, 
public  and  private,  except  duties  on  imports  and  interest 
on  the  public  debt,  and  shall  be  available  for  use  in  the  re- 
serves of  any  national  banking  association ;  but  no  national 
banking  association  shall  count  or  report  any  of  its  own 
notes  as  a  part  of  its  cash  or  cash  assets. 

Sec.  16.  That  each  year  after  the  expiration  of  one  year  B«daotion  of 
from  the  passage  of  this  act  the  Secretary  of  the  Treasury  JS^^p*^*"  "" 
may,  from  time  to  time,  and  at  such  times  as  to  him  shall 
seem  best,  and  under  regulations  to  be  prescribed  by  him, 
decrease  the  deposits  of  the  United  States  bonds  required 
to  be  deposited  under  Subdivision  A  of  section  thirteen  of 
this  act  by  one- fourth  of  the  amount  of  the  bonds  required 
to  be  deposited  under  this  act  as  a  basis  of  circulation,  and 
from  and  after  the  expiration  of  five  years  from  the  passage 
of  this  act  no  such  bond  deposits  shall  be  required ;  and  no 
liirther  deposit  of  bonds  shall  be  required  than  is  pre- 
scribed in  this  act;  and  any  national  banking  association 
having  at  any  time  bonds  of  the  United  States  deposited 
with  the  Treasurer  in  excess  of  the  amount  required  by  law 
to  be  at  such  time  deposited  may  withdraw  the  whole 
or  any  part  of  such  excess;  Provided^  however ,  That  such 
decrease  in  the  amount  of  bonds  required  to  be  deposited 
shall  not  of  itself  in  any  way  interfere  with  the  amount  of 
circulating  notes  previously  issued  by  said  banking  asso- 
ciation :  And  provided  further^  That  nothing  herein  con- 
tained shall  be  construed  to  authorize  or  permit  the  with- 
drawal of  bonds  required  to  be  deposited  under  the  provi- 
sions of  section  fifty-one  hundred  and  fifty-three  of  the 
Revised  Statutes  of  the  United  States  as  security  for  the 
safe-keeping  and  prompt  payment  of  the  public  moneys 
deposited  with  any  national  banking  associations. 

Seo.  17.  That  any  national  banking  association  organ-    ^^^^*    \^' 
ized  within  five  years  after  the  passage  of  this  Act  shall  Sre^ean."'^  °^ 
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be  required,  preliminary  to  commenciug  business,  to  de- 
posit only  snch  amount  of  United  States  bonds  as  it 
would  be  required  to  have  on   deposit  if  it    had  been 
organized  immediately  after  the  passage  of  this  Act. 
CniTBiioynotM     Sbo.  18.  That  after  so  many  United  States  notes  have 

taking  ontTe  •  been  canceled  and  destroyed,  as  herein  provided,  that  in 

serve  DotM.  the  judgment  of  the  Secretary  of  the  Treasury  no  more  of 
such  notes  are  available  for  use  as  a  basis  for  the  issue  of 
circulating  notes,  the  deposit  of  such  United  States  notes 
as  provided  in  section  thirteen  of  this  Act  shall  no  longer 
be  required,  but  Treasury  notes  issued  under  the  Act  of 
July  fourteenth,  eighteen  hundred  and  ninety,  may  then 
be  accepted  in  lieu  of  United  States  notes;  and  when  in 
the  judgment  of  the  Secretary  of  the  Treasury  no  more  of 
such  Treasury  notes  are  available  for  use  as  a  basis  for 
the  issue  of  circulating  notes,  the  deposit  of  such  notes 
shall  no  longer  be  required,  and  national  banking  associ- 
ations shall  then  be  entitled  to  receive  national  currency 
notes  to  the  amount  which  they  would  have  been  entitled 
to  receive  if  such  United  States  notes  or  Treasury  notes 
were  available  tor  such  use. 
B^notion  of     Sec.  19.  That  any  national  banking  association  desiring 

0  re  »  on.  ^  reduce  the  volume  of  its  national  currency  notes  may 
do  so  by  redeeming  the  same  and  sending  such  redeemed 
notes  to  the  Comptroller  of  the  Currency,  with  the  request 
that  they  be  canceled ;  and  the  Comptroller  of  the  Currency 
may  carry  to  the  credit  of  any  national  banking  associa- 
tion, or  reimburse  to  it,  the  excess  of  either  the  bank  note 
redemption  fund  or  the  bank-note  guaranty  fund,  or  both, 
above  the  amount  required  by  this  act  to  be  held  against 
outstanding  circulation. 
Bank-note      Seo.  20.  That  c Very  national  banking  association  shall 

pianuity  fund,  ^t  all  timcs  keep  and  have  on  deposit  with  the  division  of 
issue  and  redemption  for  the  purpose  hereinafter  specified 
a  sum  in  gold  coin  equal  to  five  per  centum  of  its  outstand- 
ing^ circulation,  of  national  currency  notes  not  secured  by 
United  States  bonds.  The  amount  so  kept  on  deposit  shall 
constitute  a  fund  to  be  known  as  the  "  bank-note  guaranty 
fund,"  which  fund  shall  be  held  for  the  following  purpose, 
and  for  no  other,  namely: 

Whenever  the  Comptroller  of  the  Currency  shall  have 
become  satisfied  by  the  protest  or  the  waiver  and  admis- 
sion specified  in  section  fifty-two  hundred  and  twenty-six. 
or  by  the  report  provided  for  in  section  fifty-two  hnndrea 
and  twenty-seven  of  the  Revised  Statutes  of  the  United 
States,  that  any  association  has  refused  to  pay  any  of  its 
circulating  notes  on  demand,  he  shall  direct  the  redemption 
of  its  national  currency  notes  from  the  bank-note  guaranty 
fund  aforesaid,  and  the  redemption  in  gold  coin  of  the 
United  States  of  the  national  reserve  notes  issued  to  it 
firom  the  reserve  fund  in  the  division  of  issue  and  redemp- 
tion, and  such  notes  shall  thereupon  be  redeemed.  After 
the  failure  of  any  national  banking  association  to  redeem 
any  of  said  notes  shall  have  been  thus  ascertained,  the 
bonds  deposited  by  it  with  the  Treasurer  of  the  United 
States  shall  be  sold  as  provided  by  law,  and  the  proceeds 
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of  SQch  sale  shall  be  paid  into  the  bank-note  guaranty 
fnnd. 

The  OomptroUer  of  the  Oarrency  shall  forthwith  collect, 
for  the  benefit  of  said  bank-note  guaranty  fund,  from  the 
assets  of  the  bank  and  from  the  stockholders  thereof, 
according  to  their  liability  as  declared  by  this  act,  such 
sum  as,  with  the  bank's  balance  in  the  bank-note  guaranty 
fund  as  aforesaid,  shall  equal  the  amount  of  its  national 
currency  notes  outstanding.  And  for  this  purpose  the 
United  States  shall,  on  behalf  of  the  bank-note  guaranty 
fund,  have  a  paramount  lien  upon  all  the  assets  of  the 
association ;  and  such  fund  shall  be  made  good  out  of  such 
assets  in  preference  to  any  and  all  other  claims  whatsoever, 
except  the  necessary  costs  and  expenses  of  administering 
the  same. 

All  national  reserve  notes  so  redeemed  shall  be  canceled 
and  destroyed,  and  all  national  currency  notes  so  redeemed 
shall  be  held  by  the  Treasury  Department  in  the  cUvision 
of  issue  and  redemption  until  the  conclusion  of  the  pro- 
ceedings of  liquidation  of  said  bank  and  shall  thereupon 
be  canceled  and  destroyed. 

The  provisions  of  sections  fifty-two  hundred  and  twenty- 
SIX9  fifty-two  hundred  and  twenty-seven,  fifty-two  hundred 
and  twenty-eight,  fifty-two  hundred  and  twenty-nine,  fifty- 
two  hundred  and  thirty-four,  fifty-two  hundred  and  thirty- 
seven  of  the  Revised  Statutes  shall  be  applicable  in  the 
case  of  the  failure  of  any  national  banking  association  to 
redeem  in  compliance  with  law  the  national  reserve  notes 
issued  to  it. 

Sec.  21.  That  whenever  the  Comptroller  of  the  Currency   -^"^SST*  ^ 
shall  ascertain  what  deficiency,  if  any,  exists  between  thei^bank^n^te 
aggregate  collection  for  the  benefit  of  the  banknote  guar-  ko""^  ft»n^ 
anty  fund  in  the  case  of  any  failed  bank  and  the  amount 
of  its  national  currency  notes  redeemed  and  to  be  redeemed 
from  the  said  fund,  he  shall  assess  such  deficiency  upon  all 
the  national  banks  in  proportion  to  their  national  currency 
notes  not  secured  by  United  States  bonds  outstanding  at 
the  time  of  the  failure  of  such  bank,  said  assessment,  how- 
ever, not  to  exceed  in  any  one  year  one  per  centum  of  the 
amount  of  such  circulation  of  the  several  banking  asso- 
ciations, respectively. 

Sbo.  22.  That  the  Secretary  of  the  Treasury  be,  and  he   Oiwwntyftnid 
is  hereby,  authorized  in   his  discretion  to  cause  to  be  in  united  sutM 
invested  in  bonds  of  the  United  States  any  x)ortion  of  the^°**- 
guaranty  fnnd  hereinbefore  provided  for;  and  such  bonds 
shall  be  held  and  disposed  of  for  the  benefit  of  such  fund. 

Sbc.  23.  That  ail  interest  accruing  from  the  investment  J^^f^f^?^'^' 
Cft  any  portion  of  the  aforesaid  guaranty  fund,  and  all  funds  |iemeiitar/°to 
received  in  payment  of  the  duties  on  circulation  provided  J^'^JJJJ*  s'*^ 
for  in  this  act,  shall  be  held  in  the  division  of  issue  and 
redemption  in  gold  coin  or  in  United  States  bonds,  in  the 
discretion  of  the  Secretary  of  the  Treasury,  and  shall  be  a 
ftuid  supplementary  to  the  guaranty  fund,  to  be  used  only 
in  case  said  guaranty  fund  shall  ever  become  insufficient 
to  redeem  any  national  currency  notes  issued  under  the 

Erovisions  of  this  act,  and  it  shall  not  be  taken  into  account 
I  estimating  the  amount  of  assessments  necessary  to 
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replenish  said  guaranty  fund  or  in  repayment  to  banks  of 
tbeir  contribations  to  the  guaranty  fand. 
^j^demption     g^g^  24.  That  the  fund  of  five  per  centum  of  outstanding 

circulating  notes  required  to  be  kept  on  deposit  by  every 
national  banking  association  for  the  current  redemption  of 
the  circulating  notes  of  such  association  shall  be  required 
to  be  equal  to  five  per  centum  of  all  the  national  reserve 
notes  issued  to  it  and  of  its  national  currency  notes  out- 
standing, and  shall  be  in  gold  coin  of  the  United  States;  and 
the  Oomptroller  of  the  Currency  shall,  with  the  approval  of 
the  Secretary  of  the  Treasury,  have  authority  to  provide 
for  the  redemption  of  said  notes  at  any  or  all  of  the  sub- 
treasuries  of  the  United  States,  and  said  notes  shall  be  paid 
in  gold  coin  of  the  United  States. 
United" 8 lues's     ^^^*  25.  That  so  much  of  section  three  of  the  act  of 
for  ademption.  June     twentieth,    eighteen    hundred   and    seventy-four, 
entitled  ''An  act  fixing  the  amount  of   United  States 
notes,  providing  for  a  redistribution  of  the  national-bank 
currency,  and  for  other  purposes,"  as  reads  ''And  when 
the  circulating  notes  of  any  such  associations,  assorted  or 
unassorted,  shall  be  presented  for  redemption  in  sums  of 
one  thousand  dollars,  or  any  multiple  thereof,  to  the  Treas- 
urer of  the  United  States,  the  same  shall  be  redeemed  in 
United   States  notes,''  be  amended  to  read:  "And  when 
the  circulating  notes  of  any  such  associations,  assorted  or 
unassorted,  shall  be  presented  for  redemption  in  sums  of 
one  thousand  dollars,  or  any  multiple  thereof,  at  the  Treas- 
ury, or  at  such  subtreasuries  or  other  redemption  agencies 
as  may  be  designated  by  the  Comptroller  of  the  Currency, 
the  same  shall  be  redeemed  in  gold  coin  of  the  United 
States:  and  authority  is  hereby  given  to  the  Comptroller, 
with  tne  approval  of  the  Secretary  of  the  Treasury,  to 
establish  such  other  redemption  agencies.    But  nothing  in 
this  act  contained  shall  be  construed  to  impose  upon  the 
United  States  any  liability  for  the  redemption  of  the  notes 
of  any  national  banking  association,  other  than  the  national 
reserve   notes,  beyond   the   proper   application   of   the 
redemption  and  guaranty  funds  deposited  with  the  division 
of  issue  and  redemption  and  the  enforcement  of  the  reme- 
dies by  this  act  provided." 

reS-v2"2'*£ofd     ®^^*  ^^'  That  at  least  one-fourth  of  the  reserve  of  twenty- 
ooin!^  five  per  centum  of  the  aggregate  amount  of  its  dei)osit8 

required  under  the  provisions  of  existing  law  to  be  held  by 
every  national  banking  association  in  either  of  the  cities 
designated  as  reserve  or  central  reserve  cities,  and  at  least 
one-fourth  of  the  reserve  of  fifteen  per  centum  of  the  aggre- 
gate amount  of  its  deposits  required  to  be  held  by  every 
other  association,  shall  consist  of  gold  coin  of  the  United 
States  actually  held  in  the  vaults  of  such  bank:  Provided^ 
That  nothing  in  this  section,  except  as  expressly  provided, 
shall  be  construed  to  alter  or  in  any  way  affect  the  provi- 
sions of  existing  law  governing  the  maintenance  of  reserves. 
No  contribution  to  the  bank-note  guaranty  fund  provided 
for  in  section  twenty  of  this  act  shall  be  counted  by  any 
national  banking  association  as  a  part  of  its  lawfiil  reserve 
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Sbo.  27.  That  when  the  amount  of  the  national  currency  ^^^J^S  "*  °*^ 
notes  of  any  national  banking  association  issued  under  this  ^  *  ^ 
act  shall  exceed  sixty  per  centum  of  its  capital,  every  such 
national  banking  association  shall  pay,  on  or  before  the  last 
day  of  every  month,  to  the  division  of  issue  and  redemp- 
tion a  duty  imposed  at  the  rate  of  two  per  centum  per 
annum  upon  the  average  daily  amount  of  said  notes  out- 
standing in  excess  of  sixty  per  centum  of  its  capital  stock 
and  not  in  excess  of  eighty  per  centum  of  such  capital 
stock,  and  a  duty  imposed  at  the  rate  of  six  per  centum  per 
annum  upon  the  average  daily  amount  of  such  notes  out- 
standing in  excess  of  eighty  per  centum  of  its  capital  stock : 
Provid^j  That  for  the  purpose  of  computiug  the  circulation 
subject  to  the  tax  herein  provided  for,  all  national  currency 
notes,  whether  secured  by  United  States  bonds  or  not,  shall 
be  counted ;  but  national  currency  notes  secured  by  deposit 
of  United  States  bonds  shall  not  in  any  case  be  subject  to 
the  duty  herein  provided. 

Circulating  notes  of  any  national  banking  association 
shall  be  deemed  and  held  to  be  outstanding  whenever  they 
shall  have  been  supplied  by  the  Comptroller  of  the  Cur- 
rency to  such  associations  in  blank,  countersigned  according 
to  law,  and  shall  not  have  been  returned  to  the  Comptroller 
for  concellation  or  covered  by  an  equs^  amount  of  lawful 
mone^  deposited  with  the  Assistant  Treasurer  in  charge  of 
the  division  of  issue  and  redemption  for  the  retirement  of 
such  notes. 

Sec.  28.  That  in  order  to  enable  the  said  Assistant  Treas-  Beports  on  dr- 
urer  to  assess  the  duties  imposed  by  the  preceding  section,  SSaJoftLS^" 
the  Comptroller  of  the  Currency  shall,  within  five  days  from 
the  first  day  of  each  c^endar  month,  make  a  return  to  the 
said  Assistant  Treasurer  of  the  United  States,  in  such  form 
as  be  may  prescribe,  of  the  average  daily  amount  of  national 
currency  notes  of  each  national  banking  association  out- 
standing during  the  calendar  month  next  preceding;  and 
every  national  banking  association  shall  be  notified  by  said 
Assistant  Treasurer  of  the  United  States,  within  ten  days 
ftt>m  the  first  day  of  each  calendar  month,  of  the  amount  of 
the  duties  upon  its  national  currency  notes  due  from  it  to 
the  United  States  under  this  act ;  and  every  such  asso- 
ciation shall,  before  the  last  day  of  such  calendar  month, 
pay  to  the  division  of  issue  and  redemption,  in  lawftd  money, 
the  full  amount  of  such  tax;  and  whenever  any  association 
fails  to  pay  the  duties  imposed  by  this  act  the  sums  due 
may  be  collected  in  the  manner  provided  for  the  collection 
of  toxes,  or  said  Assistant  Treasurer  may  reserve  the  amount 
so  due  out  of  the  interest  as  it  may  become  due  on  any 
bonds  deposited  with  him  by  such  defaulting  association; 
and  while  such  default  continues  no  further  amount  of  cir- 
culating notes  shall  be  issued  to  such  defaulting  association. 

Sbc.29.  That  every  national  banking  association  shall  ^j^^**««  on  fran- 
pay  into  the  division  of  issue  and  redemption  each  half  ^ 
yeaty  in  the  months  of  January  and  July,  on  or  before  the 
thirtieth  day  thereof,  a  duty  of  one-tenth  of  one  per  centum 
upon  the  value  of  its  franchise,  as  measured  by  the  aggre- 


53  BTBENGTHENING  THE  PUBLIC   CREDIT,  ETC. 

gate  amoant  of  its  capital,  suTplas,  and  undivided  profits 
upon  the  last  day  of  the  calendar  month  next  precediDg. 
Sections  fifty- two  huDdred  and  fonrteen,  fifty-two  handr<^ 
and  fifteen,  fifty-two  hundred  and  sixteen,  and  fifty-two 
hundred  and  seventeen  of  the  Revised  Statutes  of  the 
United  States  are  hereby  repealed.  But  nothiufr  in  this 
section  contained  shaU  be  so  construed  as  in  any  maDner 
to  release  any  natioual  banking  association  from  any  lia- 
bility for  taxes  or  penalties  incurred  prior  to  the  passage 
of  this  act. 
Ban^oingin     Sbc.  30.  That  cvcry  bank  going  into  liquidation,  volon- 

to  qnidAUon.  ^^^  ^^  luvoluntary,  shall,  prior  to  the  payment  of  its 
creditors  other  than  noteholders,  and  the  distribution  of 
any  of  its  assets  to  its  shareholders,  deposit  with  the  Assist- 
ant Treasurer  in  charge  of  the  division  of  issue  and  redemp 
tion  lawful  money  to  such  an  amount  that  its  total  deposits 
of  lawful  money  shall  equal  the  full  amount  of  its  oat- 
standing  national  currency  notes  and  its  assessments  pro- 
vided for  by  this  act. 
Capital  re-     Seo.  31.  That  soction  fifty-one  hundred  and  thiiiy-eight 

qoiiea.  Qf  ^^Q  Revised  Statutes  of  the  United  States  be  amended 

to  read  as  follows:  ^'No  association  shaU  be  organized 
under  this  title  in  a  city  the  x>opulation  of  which  exceeds 
flft^  thousand  inhabitants  with  a  less  capital  than  two  hui- 
dred  thousand  dollars.  No  association  shall  be  organised 
with  a  less  capital  than  one  hundred  thousand  dollars, 
except  that  banks  with  a  capital  of  not  less  than  fifty 
thousand  dollars  may,  with  the  approval  of  the  Secretary 
of  the  Treasury,  be  organized  iu  any  place  the  population 
of  which  does  not  exceied  fifteen  thousand  inhabitants,  and 
that  banks  with  a  capital  of  not  less  than  twenty-five  tboa- 
sand  dollars  may,  with  the  approval  q^  the  Secretary  of 
the  Treasury,  be  organized  in  any  place  the  population  of 
which  does  not  exceed  three  thousand  inhabitants." 
Branoh  buiics     Seo.  32.  That  it  Shall  be  lawful  for  any  national  bank- 

aathoriMd.       ^^^g  associatiou  to  cstabUsh  branches,  under  such  rules  and 

regulations  as  may  be  prescribed  by  the  Comptroller  of 

the  Currency,  with  the  approval  of  the  Secretary  of  the 

Treasury. 

Bank  notes     Seo.  33.  That  SO  much  of  section  fifty-one  hundred  and 

&^^iJJ^s*tJ{2,.^y  eighty-two  of  the  Eevised  Statutes  of  the  United  States 
as  provides  that  the  circulating  notes  of  national  banking 
associations  shall  be  received  at  par  ^^for  all  salaries  and 
other  debts  and  demands  owing  by  the  United  States  to 
individuals,  corporations,  and  associations  within  the 
United  States,  except  interest  on  the  public  debt  and  in 
redemption  of  the  national  currency,"  be,  and  the  same  is 
hereby,  repealed. 
Comptroller  of     Sbc.  34.  That  scctiou  thrcc  hundred  and  twenty-four  of 

tbe  carrency.  ^^^^  Beviscd  Statutes  of  the  United  States  be  amended  so 
as  to  read  as  follows:  <^ There  shall  be  in  the  Department 
of  the  Treasury  a  bureau  charged,  except  as  in  this  act 
otherwise  provided,  with  the  execution  of  all  laws  passed 
by  Congress  relating  to  the  issue  and  regulation  of  currency 
issued  by  national  banking  associations,  the  chief  oflBcer  of 
which  bureau  shall  be  called  the  Comptroller  of  the  Cur- 
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rency,  and  he  shall  perform  his  daties  under  the  general 
direction  of  the  Secretary  of  the  Treasury.^ 

Sxc.  35.  That  the  examination  of  the  tfffiairs  of  every  Examination 
national  banking  association  authorized  by  existing  laws  of  iMuika. 
shall  take  place  at  least  twice  in  each  calendar  year,  and 
as  much  oftener  as  the  Comptroller  of  the  Currency  shall 
consider  necessary  in  order  to  famish  a  fall  and  complete 
knowledge  of  its  condition ;  and  the  person  making  such 
examination  shall  have  power  to  call  together  a  quorum  of 
the  directors  of  such  association,  who  shall,  under  oath, 
state  to  such  examiner  the  character  and  circumstances  of 
such  of  its  loans  or  discounts  as  he  may  designate;  and 
from  and  after  the  passage  of  this  act  all  bank  examiners 
shall  receive  fixed  salaries,  the  amount  whereof  shall  be 
determined  by  the  Secretary  of  the  Treasury;  but  the 
expense  of  the  examination  herein  provided  for  jihall  be 
assessed  by  the  Comptroller  of  the  Currency  upon  the  asso- 
ciations examined.  The  Comptroller  of  the  Currency  shall 
so  arrange  the  duties  of  national  bank  examiners  that  no 
two  successive  examinations  of  any  association  shall  be 
made  by  the  same  examiner. 

Sao.  36.  That  no  association  shall  hereafter  make  any  Loansorgntn. 
loan  or  grant  any  gratuity  to  any  examiner  of  such  associa-  fo^idd^^^'^^ 
tion.  Any  association  offending  against  this  provision 
shall  be  deemed  guilty  of  a  misdemeanor,  and  shall  be  fined 
not  more  than  one  thousand  dollars  and  a  ftirther  sum 
equal  to  the  money  so  loaned  or  gratuity  so  given;  and  the 
ofBcer  or  officers  of  sach  association  who  shall  make  such 
loan  or  grant  such  gratuity  shall  be  likewise  deemed  guilty 
of  a  misdemeanor,  and  shall  be  fined  not  to  exceed  five 
hundred  dollars.  And  any  examiner  accepting  a  loan  or 
gratuity  from  any  association  examined  by  him  shall  be 
deemed  gailty  of  a  misdemeanor,  and  shall  be  fined  not 
more  than  five  hundred  dollars  and  a  further  sum  equal  to 
the  money  so  loaned  or  gratuity  given,  and  shall  be  forth- 
with dismissed  from  the  service. 

Sec.  37.  That  the  Oomptd*o]ler  of  the  Currency,  in  addi-  sxtn  exami. 
tion  to  the  reports  provided  for  by  existing  laws,  shall  havefij.  ***^**^ 
authority  to  call  for  such  other  reports,  regular  or  special, 
as  he  may  deem  advisable;  and  such  reports  shall  be  ren- 
dered in  such  form  as  the  Comptroller  may  prescribe,  and 
each  association  making  such  report  shall  cause  a  copy 
thereof  to  be  conspicuously  displayed  in  a  public  place  in 
its  banking  house  for  the  period  of  thirty  da^s  from  the 
date  of  such  report;  but  nothing  herein  contained  shall  be 
construed  to  require  the  publication  of  such  additional 
reports  by  each  association  in  the  manner  prescribed  for 
other  reports  now  rendered. 

Sbc.  38.  That  any  national  banking  association  hereto-  oneyearforre' 
fore  organized  may,  at  any  time  within  one  year  from  the  ^^^^g********"*- 
passage  of  this  act,  and  with  the  approval  of  the  Comp- 
troller of  the  Currency,  be  granted,  as  herein  provided,  all 
the  rights  and  be  subject  to  all  the  liabilities  of  national 
banking  associations  organized  hereunder:  Providedj  That 
such  action  on  the  part  of  such  associations  shall  be  author- 
ized by  the  consent  in  writing  of  shareholders  owning  not 
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less  than  two-thirds  of  the  capital  stock  of  the  association. 
Any  national  banking  association  now  organized  wbich 
shall  not  within  one  year  after  the  passage  of  this  act  be- 
come a  national  banking  association  under  the  provisions 
hereinbefore  stated,  and  which  shall  not  place  in  the  bands 
of  the  Treasurer  of  the  United  States  the  sums  hereinbefore 
provided  for  the  redemption  and  guaranty  of  its  circulating 
notes^  or  which  shall  fail  to  comply  with  any  other  provision 
of  tilus  act,  shall  be  dissolved;  but  such  dissolution  shall 
not  take  away  or  impair  any  remedy  against  such  corpora- 
tion, its  stockholders  or  officers,  for  any  liability  or  penalty 
which  shall  have  been  previously  incurred :  Provided  fwr- 
therj  That  compliance  with  the  provisions  of  this  section 
by  any  national  banking  association  shall  not  be  constrned 
as  abrogating  or  changing  the  term  of  the  existing  charter 
of  the  bank  in  so  far  as  to  require  compliance  with  the  pro- 
visions for  the  organization  of  new  banks, 

in«***reOT*''?»e  ^®^'  ^^*  ^^**  ^^7  bank  or  banking  association  incor- 
uSflr  Sis  mL  porated  by  si>ecial  law  of  any  State,  or  organized  under  the 
general  laws  of  any  State,  and  having  a  paid-up  and  unim- 
paired capital  sufficient  to  entitle  it  to  become  a  national 
banking  association  under  the  provisions  of  this  act,  may, 
by  the  consent  in  writing  of  the  shareholders  owning  not 
less  than  two-thirds  of  the  capital  stock  of  such  bank  or 
banking  association,  and  with  the  approval  of  the  Oomp- 
troller  of  the  Currency,  become  a  national  bank  under  this 
system,  under  its  former  name  or  by  any  name  approved 
by  the  OomptroUer.  The  direotors  thereof  may  continne 
to  be  the  directors  of  the  association  so  organized  until 
others  are  elected  or  appointed  in  accordance  with  the  pro- 
visions of  law.  When  the  Comptroller  of  the  Currency 
has  given  to  any  such  bank  or  banking  association  a  cer- 
tificate that  the  provisions  of  this  act  have  been  complied 
with,  such  bank  or  banking  association,  and  all  its  stock- 
holders, officers,  and  employees,  shall  have  the  same  powers 
and  privileges,  and  shall  be  subject  to  the  same  duties, 
liabilities,  and  regulations  in  all  respects  as  shaU  have 
been  prescribed  for  associations  originally  organized  as 
national  banking  associations  under  this  act. 
^f^^eu^on  ^^^-  ^'  ^^^^  ^  much  of  scctiou  nine  of  an  act  entitled 
Sf\on)^rate"a^  ^^  An  act  to  enable  national  banking  associations  to  extend 
istenoa.  their  corporate  existence,  and  for  other  purposes,"  approved 

July  twelfth,  eighteen  hundred  and  eighty-two,  as  reads  as 
follows,  <^And  no  national  bank  which  makes  any  deposit 
of  lawful  money  in  order  to  withdraw  its  circulating  notes 
shall  be  entitled  to  receive  any  increase  of  its  circulation 
for  the  period  of  six  months  from  the  time  it  made  such 
deposit  of  lawful  money  for  the  purpose  aforesaid :  Ptavided. 
That  not  more  than  three  millions  of  dollars  of  lawful 
money  shall  be  deposited  during  any  calendar  month  for 
this  purpose:  Andpravided^  That  the  provisions  of  this 
section  shall  not  apply  to  bonds  caUed  for  redemption  by 
the  Secretary  of  the  Treasury,  nor  to  the  withdrawal  of 
circulating  notes  in  consequence  thereof,"  be,  and  the 
same  is  hereby,  repealed;  and  the  ComptroUer  of  the 
Currency  is  hereby  authorized  and  directed  to  have  pre- 
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pared  and  keep  on  hand,  ready  for  delivery  on  application, 
blank  notes  to  snob  an  amount  as  he  may  deem  advisable 
for  each  national  banking  association  having  circulation.       v  t«d  ri  ht* 

Seo.  41.  That  nothing  contained  in  this  act  shall  be  proved. 
constraed  to  alter  or  affect  any  vested  rights  of  property 
or  contract,  or  any  penalties  incarred  before  the  taking 
effect  of  this  act,  or  any  part  of  it 

Seo.  42.  That  all  provisions  of  law  inconsistent  with  or  J^^^^  "p^' 
superseded  by  any  of  the  provisions  of  this  act,  be,  and  the 
same  are  hereby,  repealed. 
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SEPOBT  OF  THE  8PBCIAI  SUBCOMHITTEB 

ON  THK  BILL  DRAFTED  BT  IT,  SNTTTLSD 

A  BILL  TO  PROVIDB  FOR  STRENaXHBNINa  THE  PI7BLIO  CREDIT, 
FOR  THE  RELIEF  OF  THE  UNITED  STATES  TREASURT*.  AND  FOR 
THE  AMENDMENT  OF  THE  LAWS  RBLATINa  TO  NATIONAL 
BANKINa  ASSOCIATIONS. 


The  purpose  of  this  bill,  as  declared  by  its  title,  is  the  strengtbening 
of  the  public  credit,  the  relief  of  the  United  States  Treasury,  and  the 
amendment  of  the  laws  relating  to  national  banking.  These  objects, 
we  believe,  will  be  best  attained  by  relieving  the  Treasury  Department 
of  the  current  redemption  of  demand  notes,  casting  that  burden  upon 
the  national  banks,  and  permitting  the  banks  to  provide  the  elastic 
element  of  the  paper  currency  of  the  country.  These  results  are 
sought  in  the  bill  herewith  reported  by  the  following  provisions: 

THE  QENEBAL  SCOPE  OF  THE  BILL. 

1.  A  division  of  issue  and  redemption  is  established  in  the  Treasury, 
for  which  the  Secretary  of  the  Treasury  is  authorized  to  set  aside  the 
general  cash  balance  in  excess  of  950,000,000.  This  excess  on  March 
17,  1898,  was  1176,139,532.  United  States  notes  received  \^  this 
division  for  redemption  in  gold  are  to  be  canceled  and  retired  in  pro- 
portion as  certain  substitute  currency  is  issued.  No  note  redeemed  in 
gold  is  to  be  again  paid  out  except  under  exceptional  conditions,  which 
are  carefully  guarded. 

2.  National  banks  are  required  to  assume  the  current  redemption  ot 
United  States  demand  notes  in  order  to  obtain  circulation  based  upon 
their  commercial  assets.  A  new  class  of  notes,  called  '^  national  reserve 
notes,''  is  to  be  issued  in  lieu  of  legal-tender  notes  deposited  by  the 
banks  with  the  Treasury,  and  these  reserve  notes  are  to  be  redeemed 
upon  demand  by  the  banks  out  of  the  redemption  fund  which  they  are 
required  to  maintain  in  gold.  These  reserve  notes  are  .not  treated  in 
any  respect  as  bank  notes,  because  the  banks  are  not  liable  for  their 
ultimate  redemption. 

3.  The  basis  of  national-bank  note  circulation  will  eventually  be  the 
commercial  assets  of  the  banks.  This  result  will  be  reached,  however, 
only  after  a  series  of  years  by  a  conservative  method.  National  banks 
will  continue  to  be  required  during  one  year  after  the  passage  of  this 
bill  to  maintain  the  same  amount  of  United  States  bonds  as  security 
for  circulation  which  is  required  by  existing  law,  but  they  will  be  per- 
mitted to  issue  notes  to  the  face  value  of  these  bonds.  This  bond 
deposit  may  be  reduced  by  one-fourth  annually,  beginning  one  year 
after  the  passage  of  the  act. 

4.  National  banks  are  to  be  permitted  to  issue  <<  national  currency 
notes"  upon  their  commercial  assets  to  the  amount  of  the  reserve  notes 
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ifttmed  to  them  in  retam  for  deposits  of  Uoited  States  notes.  The  pur- 
pose of  this  provision  is  to  induce  the  conversion  of  United  States 
notes  into  reserve  notes,  as  well  as  to  limit  the  issues  of  currency  upon 
commercial  assets. 

5.  Treasury  notes  issued  under  the  act  of  July  14, 1880,  are  to  be 
dealt  with  eventually  upon  the  same  basis  as  United  States  notes. 

6.  A  tax  of  2  per  cent  is  levied  upon  national  currency  notes  issued 
in  excess  of  60  per  cent  of  the  capital  of  any  national  bank.  A  tax  of 
6  per  cent  is  levied  upon  circulation  of  the  same  character  in  exicess  of 
80  per  cent  of  the  capital. 

7.  The  national  currency  notes  based  upon  commercial  assets  ^e  to 
be  secured  by  a  bank-note  guaranty  fund,  made  up  by  the  contribution 
in  gold  coin  of  5  per  cent  of  the  entire  circulation  of  the  banks.  This 
fund  may  be  replenished  by  calls  upon  the  banks,  if  reduced  by  the 
redemption  of  the  notes  o(  failed  banks;  but  no  bank  shall  be  required 
to  pay  more  than  1  per  cent  in  addition  to  its  original  deposit  of  6 
per  cent  in  any  one  year.  The  currency  notes  are  also  secured  by  a 
first  lien  upon  the  bonds  on  deposit  as  security  and  upon  all  the  other 
assets  of  the  bank. 

8.  The  national  reserve  notes  will  continue  to  be  legal  tender  until 
received  into  the  Treasury  from  failed  and  liquidating  banks,  when 
liability  for  them  will  be  assumed  by  the  Government  and  they  will  be 
redeemed  and  canceled.  Provision  is  made  that  they  shall  cease  to 
be  required  as  a  basis  of  circulation  when  the  Secretary  of  the  Treasury 
is  satisfied  that  there  is  no  longer  a  sufficient  amount  available  to  meet 
the  demands  for  new  banks  and  increased  circulation. 

9.  Standard  silver  dollars  are  to  be  redeemable  in  gold,  but  silver 
certificates  are  redeemable  only  in  standard  silver  dollars.  The  parity 
of  silver  with  gold  is  secured  by  a  gold  redemption  faud|  deposited  in 
the  division  of  issue  and  redemption,  equal  to  5  per  cent  of  the  amount 
of  silver  which  has  been  coined. 

10.  Silver  certificates  are  hereafter  to  be  issued  only  in  denominations 
of  (1,  (2,  and  (5.  !No  United  States  notes  or  bank  notes  are  to  be 
issued  in  denominations  below  (10. 

11.  National  banks  are  required  to  pay  a  tax  of  one-eighth  of  1  per 
cent  semiannually  upon  their  capital,  surplus,  and  undivided  profits. 

12.  National  banks  are  permitted  to  establish  branches,  under  regu- 
lations to  be  prescribed  by  the  Secretary  of  the  Treasury. 

There  are  other  provisions  of  the  bill  changing  the  existing  national 
banking  law  in  minor  particulars,  but  they  are  nearly  all  directed  to 
bringing  existing  law  into  harmony  with  the  plan  just  outlined  for  the 
protection  of  the  Treasury  and  the  adoption  of  a  more  scientific  bank- 
ing currency.  In  view  of  the  importance  of  these  objects,  your  com- 
mittee have  thought  proper  to  limit  their  discussion  substantially  to 
features  enumerated  above. 

NECESSITY  FOR  PROTECTING  THE  TREASURY. 

The  necessity  of  so  protecting  the  Treasury  as  to  strengthen  the 
public  credit  ought  not  to  be  a  subject  of  disput-e  among  those  familiar 
with  the  events  of  the  last  five  years.  The  essential  purpose  of  the  bill 
in  this  respect  is  to  relieve  the  Treasury  from  the  burden  of  the  con- 
stant redemption  of  Government  paper  money,  and  to  obviate  the 
necessity  of  selling  interest-bearing  bonds  running  for  a  long  term  in 
order  to  obtain  gold  for  the  continued  and  repeated  redemption  of  the 
notes.    It  does  not  matter  what  view  is  taken  of  the  re^K>nsibility  for 
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the  condition  in  which  the  Treasary  has  been  found  on  several  occa- 
sions daring  the  last  five  years,  which  has  resulted  in  the  issue  of 
$262,000,000  in  long-term  interest  bearing  bonds.  If  any  political 
organization  or  any  error  of  administration  at  the  Treasury  Depart- 
ment is  responsible  for  these  events,  it  only  emphasizes  the  necessity  of 
placing  our  currency  system  beyond  the  rea^ch  of  political  accidents. 
Our  financial  system  should  be  such  that  no  Administration,  without 
radical  change  of  law,  should  have  the  power  to  involve  the  commer- 
cial business  of  the  country  in  disaster  because  the  fiscal  and  banking 
operations  of  the  Treasury  might  not  be  wisely  conducted.  This  is  one 
of  the  essential  purposes  of  the  bill  reported  by  your  committee— to 
separate  the  operations  of  the  fiscal  service  of  the  Government  firoia 
the  operations  of  commercial  banking. 

There  can  be  no  question  of  the  benefits  to  the  Treasury  and  to  the 
public  credit  in  relieving  the  Treasury  of  the  constant  necessity  of 
redeeming  demand  obligations.  Such  objections  as  have  been  made  to 
methods  heretofore  proposed  for  terminating  these  conditions  are,  we 
believe,  obviated  by  the  plan  herewith  reported.  The  details  and 
operation  of  that  plan  will  be  discussed  after  a  general  definition  of 
the  purposes  of  the  proposed  bill.  Your  committ^  propose  to  relicTe 
the  Treasury  absolutely  of  the  obligation  of  finding  gold  for  the  redemp- 
tion of  a  very  large  proportion  of  the  legal-tender  notes,  and  they  believe 
that  the  small  amount  of  such  notes  left  outstanding  will  be  given  sach 
enhanced  credit  by  the  operation  of  their  plan  that  they  will  never  again 
become  a  menace  to  the  public  credit  and  never  bring  in  question  the 
ability  of  the  United  States  to  ftdfiU  the  mandate  of  the  act  of  November 
1, 1893 — <Hhe  maintenance  of  the  parity  in  value  of  the  coins  of  the  two 
metals,  and  the  equal  power  of  every  dollar  at  all  times  in  the  markets 
and  in  the  payment  of  debts." 

EFFECTS  OF  DOUBT  ABOUT  THE  PARITY. 

The  importance  of  maintaining  unquestioned  and  unimpaired  the 
parity  of  all  our  forms  of  money  is  sueh  that  it  involves  almost  every 
transaction  of  life  and  peculiarly  the  volume  of  business,  the  safety  of 
investments,  the  value  of  pensions  and  insurance  policies,  and  the 
legitimate  profits  of  agricultural,  industrial,  and  mercantile  enterprises. 
From  1883  to  1896,  the  United  States,  by  heroic  efforts,  succeeded  in 
preventing  any  depreciation  of  their  paper  currency,  but  the  mere  sus- 
picion of  the  possibility  that  such  a  depreciation  might  occur  was  among 
the  potent  causes  of  the  shrinkage  of  values  and  the  paralysis  of  indus- 
try. Some  conception  of  the  effects  of  this  uncertainty  may  be  formed 
from  the  fact  that  the  transactions  of  the  New  York  clearing  house 
shrunk  from  $34,421,380,870  for  the  year  ending  October  1,  1893,  to 
$24,230,145,368  for  the  year  ending  October  1,  1894.  The  clearings 
throughout  the  leading  cities  of  the  country  showed  a  shrinkage  in  the 
same  period  from  $58,880,682,455  to  $45,017,960,736.  Figures  like  these 
measure,  in  some  slight  degree,  the  reduction  in  the  volume  of  busi- 
ness, in  the  earnings  of  the  people  and  in  the  employment  for  labor. 
There  can  be  no  doubt  also  that  the  withdrawal  of  foreign  capital,  as 
the  result  of  like  uncertainty  regarding  the  maintenance  of  the  parity 
of  all  our  forms  of  money,  added  to  the  tendency  to  panic  by  the  per- 
sistent withdrawal  of  gold,  and  diminished  by  the  amount  withdrawn 
the  productive  resources  of  the  country. 

The  cost  to  the  laboring  and  industrial  interests  of  the  conntry  was 
many  times  the  amount  which  could  possibly  have  been  saved  to  the 
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Treasnry  by  the  issue  of  a  noninterest-bearing  for  an  interest-beariDg 
security.  Even  nnder  the  latter  head  the  maintenance  of  a  mass  of 
Government  paper  at  parity  with  gold  by  direct  gold  redemptions  at 
the  Treasnry  Department  required,  prior  to  the  resumption  of  specie 
payments  in  1879,  the  issue  of  United  States  bonds  to  the  amount  of 
$95,500,000  and  tbe  issue  in  1894, 1895,  and  1896  of  additional  bonds  to 
the  amount  of  9262,315,400.  These  several  issues  of  interest-bearing 
bonds,  amounting  to  more  than  $11,000,000  in  excess  of  the  whole  vol- 
ume of  United  States  notes  now  outstanding,  indicates  in  some  measure 
the  lack  of  economy,  even  from  the  narrow  standpoint  of  the  operations 
of  the  Treasury,  in  the  maintenance  of  Government  paper  money  un- 
protected by  any  of  the  usual  resources  of  a  bank  of  issue,  discount, 
and  deposit.  The  Treasury,  moreover,  loses  constantly  the  interest  on 
the  entire  gold  reserve  held  for  the  redemption  of  United  States  notes. 
This  reserve  was  officially  stated  on  March  17, 1898,  at  $170,432,007,  so 
that  of  the  entire  amount  of  United  States  notes  outstanding,  amount- 
ing to  $346,681,016,  not  much  more  than  half  possessed  in  any  true 
sense  the  character  of  a  noninterest-bearing  debt. 

THE  DISADVANTAGES  OF  GOVERNMENT  BANKING. 

The  issue  of  paper  money,  redeemable  directly  by  the  Treasury,  is  a 
system  which  is  not  approved  by  the  experience  of  any  civilized  State. 
It  is  not  necessary  for  your  committee  to  refer  to  the  notorious  inci- 
dents of  the  French  assignats,  nor  the  discredited  issues  of  our  own 
country  during  the  war  of  the  Bevolution.  Oases  less  conspicuous 
are  those  of  the  Austro-Hungarian  monarchy,  which  resorted  to  this 
method  of  finance  in  1847  and  gave  forced  legal-tender  character  to  its 
treasury  issues.  The  result  was  the  perpetuation  of  a  premium  upon 
gold,  which  has  not  yet  been  terminated.  Energetic  steps  were  taken 
in  1892  to  bring  this  condition  to  a  close  and  to  leave  to  the  Austro- 
Hungarian  bank  the  management  of  the  pai)er  currency.  One  of  the 
first  of  these  measures,  recommended  by  all  the  leading  financiers 
and  political  economists  of  the  Empire,  was  the  reduction  and  can- 
cellation of  the  Oovemment  legal-tender  notes,  and  this  process  has 
been  carried  on  until  the  premium  upon  gold  has  been  reduced  to  a  mini- 
mum, the  Austro-Hungarian  Bank  has  accumulated  a  large  reserve, 
and  the  resumption  of  specie  payments  is  upon  the  eve  of  accomplish- 
ment. A  like  course  was  taken  by  the  German  Empire  when  the  cur- 
rency system  was  unified  in  1875,  and  bonds  were  issued  to  take  up  and 
cancel  the  outstanding  notes  of  the  various  German  States.  The  Gov- 
ernment of  Bussia,  which  has  just  resumed  gold  payments  through  the 
Imperial  Bank,  always  issued  its  notes  through  the  bank,  and  was 
thereby  able,  in  spite  of  some  abuses  of  this  power,  to  exercise  banking 
methods  in  controlling  discount  and  exchange.  The  foreign  exchanges 
were  thus  kept  at  a  fixed  point  for  several  years,  and  the  Bank  of  Bus- 
sia has  been  enabled  to  resume  gold  pajrments  with  an  available  gold 
fund  of  $600,000,000.  The  experience  of  the  South  American  coun- 
tries, if  it  should  be  presented  by  your  committee  in  detail,  would 
afibrd  even  more  striking  proof  of  the  failure  of  governments  to  main- 
tain their  legal-tender  paper  currency  at  parity  with  the  metallic 
standard. 

The  history  of  the  world  hardly  affords  an  instance  of  the  success- 
ful maintenance  of  Government  paper  at  parity  with  gold.  The  United 
States,  from  1879  to  1893,  aftbrded  the  most  successful  illustration  of 
this  experiment,  but  this  period  was  one  of  prosperity  seldom  impaired 
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and  of  a  rigid  limitation  of  the  note  iBsaes.  When  this  limitation  was 
removed  by  the  act  of  July  14, 1890,  providing  for  the  issue  of  addi- 
tional legal-tender  Government  notes  for  the  purchase  of  silver  bullion, 
the  usual  effects  of  a  government  paper  currency  soon  reappeared, 
gold  was  largely  expelled  from  circulation,  doubt  and  distrust  sazed 
the  markets,  and  the  great  loss  inflicted  upon  the  exchanges  and  upon 
the  earnings  of  capital  and  labor  foreshadowed  in  some  slight  degree 
the  disaster  which  would  have  ensued  by  the  actual  suspension  of  the 
redemption  of  Governm^it  notes  in  gold. 

THE  BENEFITS  OF  A  BANKING  OUEBBNOY. 

The  essential  dbjectiou  to  a  paper  currency  issued  by  the  Gk>venimeDt 
brings  us  to  the  fundamental  reasons  which  justify  those  portions  of 
the  bill  reported  relating  to  the  banking  currency  of  the  ooantry.  A 
currency  issued  by  commercial  banks  has  the  advantage  that  it  is 
responsive  in  quantity  to  the  demands  of  business.  No  such  condition 
can  exist  with  a  Government  paper  currency.  Such  contractiou  and 
expansion  as  have  occurred  during  recent  years  have  been  directly 
counter  to  the  current  of  business  necessity,  as  the  result  of  the  lock- 
ing up  of  an  excessive  surplus  when  active  business  increased  £he 
revenues  of  the  Government,  and  the  pumping  into  the  ciroalation  of 
an  excess  of  money  when  dull  business  created  small  revenues  and  s 
I)ersistent  Treasury  deficit  The  operation  of  a  Government  paper  cur- 
rency could  never  be  automatic,  like  that  of  a  bank  currency.  It  must 
be  subject  either  to  the  arbitrary  will  of  an  individual  in  the  Treasury 
Department  or  to  the  accidents  of  the  public  revenue,  often  resulting 
in  a  redundant  and  excessive  circulation  in  times  of  business  depres- 
sion, causing  the  expulsion  of  gold  from  the  country  and  intensify 
ing  the  conditions  of  panic  arising  from  other  causes.  These  facts 
are  well  understood  by  economists  and  have  condemned  government 
paper  currency  in  nearly  every  enlightened  country  of  the  world. 
They  have,  moreover,  justified  the  issue  of  currency  through  the  banks, 
because  such  issues  are  governed  by  commercial  conditions.  By  the 
law  of  self-preservation  and  by  the  enlightened  self-interest  which  gov- 
erns commercial  operations,  banks  authorized  to  issue  notes  upon 
commercial  assets  diminish  their  issues  when  redundancy  in  the  circu- 
lation is  indicated  by  frequent  demands  for  gold  redemption  and  expand 
their  issues  to  meet  the  needs  of  business  when  large  gold  imports 
indicate  that  the  means  of  circulation  are  deficient. 

A  banking  currency  is  not  only  sound  in  theory,  but  it  is  safe  in 
practice.  Whatever  disasters  have  attended  excessive  issues  of  hmk 
notes,  they  are  not  comparable  in  their  effects  to  the  disasters  attend- 
ing the  issues  of  Government  paper  money,  because  bank-note  issues 
can  not  change  the  standard  of  value  nor  the  obligation  of  contracts. 
The  issues  of  banks  are  not  usually  legal  tender  in  payment  of  debt, 
and  when  they  are  made  by  law  a  legal  tender  it  is  almost  universally 
upon  the  condition  that  they  shall  be  redeemed  upon  demand  in  the 
metallic  standard.  The  removal  of  the  currency  from  the  accidents  of 
politics,  by  taking  it  out  of  the  direct  management  of  the  Treasury 
Department,  insures  the  maintenance  of  the  parity  of  paper  and 
metallic  money  so  long  as  the  maintenance  of  such  parity  is  possible 
under  any  conditions.  Conditions  sometimes  arise  which  compel 
specie  suspension,  but  the  fact  that  the  banks  are  responsive  to  law 
and  are  the  creatures  of  law  insures  the  requirement  that  they  shall 
resume  specie  payments  at  the  earliest  practicable  moment.  A  gov- 
ernment, on  the  other, hand,  is  sovereign  and  acts  within  its  own  dis- 
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cretion  in  the  payment  of  its  debts.  The  people  of  the  United  States 
can  be  trusted  not  to  be  lenient  with  banks  of  issue  in  permitting  them 
to  suspend  the  redemption  of  their  notes  in  specie  beyond  the  time 
when  such  suspension  may  be  absolutely  required  by  political  or  eco- 
nomic conditions.  No  argument  is  conceivable  which  would  appeal  to 
the  masses  of  the  voters  in  favor  of  permitting  the  banks  of  the  country 
to  continue  to  float  their  noninterest-bearing  notes  at  a  discount  in  coin 
for  any  such  period  of  seventeen  years  as  the  Government,  in  the  exer- 
cise of  its  sovereignty,  saw  fit  to  take  between  1862  and  1879. 

THB  ADVANTA0BS  OF  BXTENDING  OBBBIT. 

More  important  in  some  respects  to  a  country  like  the  United  States 
is  the  power  for  the  extension  of  credit  by  means  of  bank-note  issues. 
A  bank  note  is  essentially  the  same  in  character  as  the  note  of  an  indi- 
vidual or  the  check  of  a  bank.  It  comes  even  closer  in  character  to  a 
certified  check.  It  is  substantially  the  certified  check  of  the  bank, 
printed  and  issued  in  such  a  form  as  to  be  conveniently  transferable 
from  one  holder  to  another  without  indorsement.  It  is  a  well-reasoned 
theory  of  economic  students  that  there  is  no  more  justification  for 
imposing  an  arbitrary  limit  upon  bank-note  issues  than  upon  the  issue 
of  i>ersonal  obligations,  like  promissory  notes  and  checks.  The  reason 
which  justifies  regulation  of  bank-note  issues  is  that  of  the  conven> 
ience  of  the  holder,  who  should  not  be  compelled  to  make  personal 
research  as  to  the  responsibility  of  the  issuer  of  each  note  and  distin- 
guish between  the  notes  which  he  receives.  But  such  regulation  should 
not  be  of  a  character  to  hamper  industry  or  deprive  commerce  of  its 
legitimate  tools  of  exchange.  It  would  be  immaterial  in  a  community 
closely  populated,  with  banks  of  deposit  within  easy  reach,  and  where 
every  member  was  accustomed  to  deposit  books  and  checks,  whether  any 
currency  were  in  circulation  beyond  the  smallest  amount  for  change. 
The  necessity  for  a  banking  currency  is  derived  from  the  conditions  of  a 
thinly  settled  community  where  the  substitutes  for  bank  notes,  checks, 
and  deposit  books  are  not  within  easy  reach  and  in  general  use. 

It  is  the  belief  of  your  committee,  sustained  by  a  great  volume  of 
expert  evidence,  that  the  present  national  banking  system,  with  the 
issues  of  Government  paper  from  the  Treasury  at  Washington,  does 
not  meet  the  requirements  of  the  country  in  respect  to  an  elastic  and 
sufficient  circulating  medium.  The  issue  of  a  banking  currency  based 
upon  commercial  assets  would,  in  our  opinion,  permit  the  extension  of 
banking  into  communities  where  such  facilities  are  now  lacking,  and 
would  tend  at  once  to  'afford  a  convenient  medium  of  exchange,  to 
extend  credit  where  it  can  not  now  be  readily  obtained,  and,  by  compe- 
tition among  the  banks  and  the  increased  opportunities  for  making 
loans,  reduce  the  rate  of  interest  in  a  degree  which  would  be  obvious 
and  advantageous  to  the  community.  Such  an  extension  of  the  means 
of  credit  is  within  the  legitimate  province  of  banking,  and  can  not  be 
considered  as  involving  undue  inflation,  when  the  banks  are  held  to 
the  maintenance  of  the  parity  of  their  notes  with  the  metallic  standard, 
any  more  than  issues  of  promissory  notes  and  checks  can  be  considered 
dangerous  or  subjected  to  any  other  legal  regulation  than  the  require- 
ment of  payment  in  the  standard  at  maturity. 

THE  NECESSITY  OF  CAUTION  IN  MAKING  CHANGES. 

While  the  principles  thus  set  forth  are  the  fundamental  principles 
which  should  govern  the  issue  of  currency,  your  committee  have  been 
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conscious  of  the  fact  that  the  United  States  have  been  long  accnstomed 
to  a  different  system  of  currency  and  that  radical  and  rapid  changes 
might  induce  anxiety  and  disturbance.  We  have  therefore  proceeded 
with  an  abundant  measure  of  conservatism  in  proposing  to  apply  these 
principles  of  currency  to  existing  conditions  in  the  United  States.  We 
have  provided  in  the  bill  herewith  reported  a  system  which  departs 
only  by  degrees  from  the  existing  system  and  which  at  nearly  every  step 
leaves  the  field  open  for  the  competitive  trial  of  the  new  system  along 
with  the  old.  Such  a  trial,  it  is  reasonable  to  believe,  would  result  in 
adherence  to  that  which  proves  safest  and  most  advantageous  to  the 
community.  Wide  discretion  is  given  to  the  Gomptroller  of  the  Cur- 
rency and  the  Secretary  of  the  Treasury  to  arrest  any  undue  expansion 
of  bank-note  circulation,  and  to  refuse  to  admit  to  the  new  system 
banks  which  do  not  prove  their  solvency  and  conservatism.  The  new 
system,  moreover,  is  to  be  substituted  only  over  a  series  of  years  for  the 
old,  and  if  at  any  step  the  substitution  appears  to  involve  danger,  either 
to  the  national  credit  or  to  safe  rules  of  banking,  it  will  be  in  the  power 
of  Congress  to  arrest  the  change  before  it  has  attained  a  dangeroos 
momentum.  Your  committee,  reenforced  by  the  study  of  the  banking 
history  of  all  nations,  so  firmly  believe  that  the  new  system  will  vindi- 
cate its  soundness  and  benefits  to  the  country  that  they  have  bo  adjusted 
the  provisions  of  the  proposed  bill  that  the  relations  of  the  new  to  the 
old  during  the  transition  period  will  be  essentially  a  question  of  the  sur- 
vival of  the  fittest 

A  LOAN  BT  THE  BANKS  TO  THE  aOVEBNMENT. 

Taking  up  the  details  of  the  first  portion  of  the  bill,  dealing  with  the 
existing  legal-tender  notes  of  the  Government,  your  committee  have 
endeavored  to  adopt  a  system  which  would  be  subject  to  none  of  the 
criticism  made  against  the  issue  of  interest-bearing  bonds  or  the  taxa- 
tion of  the  people  for  the  payment  of  this  demand  debt.  While  the 
arguments  are  strong  for  the  adoption  of  one  of  these  methods  of  pay* 
ing  back  to  the  creditors  of  the  CTnited  States  the  money  thus  borrowed 
for  the  preservation  of  the  Union,  the  system  adopted  is  such  as  to  con- 
tinue to  the  Government  all  the  benefits  of  the  loan  without  any  of  the 
disadvantages  of  its  character  as  a  demand  obligation.  The  proposed 
bill  places  upon  the  banks  the  burden  of  carrying  and  sustaining  this 
debt.  The  form  of  the  proposition  submitted  by  your  committee  makes 
that  portion  of  the  demand  debt  which  is  not  now  covered  by  gold  in 
the  Treasury  a  loan  by  the  banks  to  the  Government.  This  loan  is 
made  without  interest  and  without  any  compensation  to  the  banks 
except  what  is  afforded  them  by  the  power  to  issue  a  banking  currency 
which  is  granted  in  other  sections  of  the  bill.  There  is  no  profit  or 
return  to  the  banks  in  thus  carrying  the  nation's  debt,  and  they  are 
required  by  the  bill  to  assume  this  obligation  as  compensation  for  the 
franchise  and  privileges  granted  them  as  national  banking  corpora- 
tions. This  policy  is  not  without  precedent  in  that  of  European  gov- 
ernments, but  the  privileges  granted  by  those  governments  are 
enormously  greater,  because  they  are  granted  to  a  single  bank  having 
a  monopoly  of  all  the  note  issues  of  the  country.  The  Bank  of  France, 
for  instance,  makes  to  the  Government  a  loan  without  interest,  which 
has  just  been  increased  to  180,000,000  francs,  or  about  $35,000,000;  but 
this  loan  is  substantially  offset  by  the  deposits  of  the  treasury  with  the 
bank,  which  amounted  on  January  7,  1898,  to  212,268,560  francs,  or 
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32,000,000  francs  in  excess  of  the  entire  sum  advanced  to  the  Govern- 
ment. The  Government  of  Austria-Hungary  has  an  advance  from  the 
Austro-Hungarian  Bank  amounting  to  about  75,000,000  florins,  or 
$30,000,000,  but  this  is  in  process  of  annual  reduction  by  the  amount 
of  the  profits  of  the  bank  charged  as  a  Government  tax,  but  actually 
employed  for  the  reduction  of  the  loan.  These  are  illustrations  of 
severed  similar  cases,  but  they  serve  to  show  that  no  country  imposes 
80  heavy  a  burden  upon  its  banks  as  this  bill  provides,  unless  under 
the  pressure  of  dire  necessity,  as  in  the  cases  of  the  Governments  of 
Spain,  Portugal,  and  Italy. 

This  heavy  burden  assumed  by  the  banks  must  be  given  its  due  weight 
in  measuring  any  additional  privileges  which  are  given  them  by  this 
bill.  The  banks  are  required  to  redeem  this  debt  of  the  Government 
now  assumed  by  them,  upon  precisely  the  same  terms  as  the  redemption 
of  their  own  notes  while  they  are  conducting  a  solvent  banking  business. 
It  is  only  when,  by  the  refusal  to  pay  such  notes,  they  become  insolvent 
that  the  Government  recognizes  again  its  demand  debt  and  assumes  it 
for  the  complete  protection  of  the  holder  of  the  note  and  for  the  benefit 
of  the  creditors  of  the  bank  by  leaving  the  remaining  assets  unimpaired 
for  the  settlement  of  their  just  claims.  The  form  of  note  thus  assumed 
by  the  bank  with  the  final  redemption  guaranteed  by  the  Government 
combines  the  strongest  of  all  resources  for  its  ultimate  payment.  Cur- 
rent opinion  sometimes  runs  into  error  regarding  the  whole  wealth  and 
resources  of  the  nation  as  an  adequate  basis  for  paper  currency.  The 
difficulty  with  tiie  present  redemption  system  is  that  this  great  wealth 
and  these  great  resources  are  available  only  thi*ough  the  i)ower  of  tax- 
ation. The  conduct  of  a  proper  banking  business  and  the  issue  of  cir- 
culating notes,  redeemable  in  coin  on  demand,  requires  a  mass  of  assets 
which  can  be  quickly  converted  intx>  cash  without  loss.  This  security  the 
Government  note  lacks  and  the  bank  note  possesses.  The  note  which 
it  is  proposed  to  issue  under  this  bill  in  lieu  of  the  Government  notes 
is  called  the  national  reserve  note — a  designation  which  may  be  taken 
to  imply  at  once  that  it  has  behind  it  not  only  the  banking  resources 
of  the  issuing  bank,  but  the  reserve  strength  of  the  National  Govern- 
ment, and  also  that  it  is  peculiarly  available  for  money  reserves  of  all 
kinds.  It  is,  moreover,  a  legal-tender  note  whose  parity  with  gold  is 
assured  so  long  as  the  banks  maintain  the  parity  of  their  own  notes 
and  for  whose  parity  the  Government  also  is  responsible,  if  it  is  con- 
ceivable that  the  Government  should  maintain  specie  payments  while 
the  banks  were  unable  to  do  so. 

AN  ADEQUATE  SUPPLY  OF  LEaAX-TENDEB  HONEY. 

The  country  is  thus  provided  with  an  ample  legal-tender  currency,  con- 
sisting of  all  the  notes  substituted  for  the  present  legal-tender  notes,  and 
of  all  the  gold  and  silver  coin  in  circulation,  to  the  maintenance  of  whose 
pari  ty  the  faith  of  the  Government  is  sacredly  pledged.  This  m  ass  of  legal- 
tender  money,  according  to  the  computations  of  the  Treasury  for  March  1, 
1898,  consisted  of  $705,494,037  in  gold  coin,  1458,100,347  in  standard  sil- 
ver dollars,  9346,681,016  in  United  States  notes,  and  9104,669,280  in 
TfMsury  notes  issued  under  the  act  of  July  14, 1890.  This  entire  amount 
of  legal-tender  money,  exceeding  (1,600,000,000,  will  not  be  replaced  by 
money  which  is  not  legal  tender  under  the  bill  reported  by  your  com- 
mittee except  by  the  amount  of  legal-tender  notes  rodeemed  in  gold  now 
held  in  the  Treasury.    This  amount  can  not  exceed  in  any  case  about 
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(150,000,000  and  woald  stiH  leave  other  legal-tender  money  in  circula- 
tion in  the  coantry  to  the  amount  of  a  billion  and  a  half  of  dollars. 
Your  committee  believe  that  a  very  large  proportion  of  the  existing 
amonnt  of  legal-tender  notes  of  both  classes,  amonnting  in  the  aggre- 
gate to  abont  $450,000,000,  will  be  absorbed  by  the  banks  as  reserve 
notes.  The  inducement  to  the  banks  to  employ  them  for  this  pnrpose 
i«  the  power  to  issue  currency  upon  their  general  banking  assets,  which 
is  set  forth  farther  on. 

There  are  sevens  possible  results  which  may  follow  the  authority 
given  the  banks  to  assume  the  Government  debt  and  issue  reserve 
notes.  It  is  conceivable  and  probable  that  a  large  prox>ortion  of  the 
present  legal-tender  notes  will  be  converted  into  reserve  notes,  and  will 
cease  absolutely  to  be  redeemable  at  the  Treasury  except  in  the  occa- 
sional cases  of  the  failure  or  liquidation  of  the  bank  tiirough  which 
they  are  issued.  If,  however,  only  a  small  portion  of  the  legal-tender 
notes  are  thus  absorbed,  the  fact  that  they  are  canceled  when  redeemed 
in  gold  by  the  Treasury  will  give  them  a  value  which  will  at  once 
remove  all  question  of  their  prompt  redemption  and  will  give  ihem 
substantially  the  character  of  gold  certificates.  The  fact  that  a  note  is 
to  be  canceled  on  redemption  and  not  reissued  will  tend  very  greatly 
to  prevent  its  presentation  for  redemption.  This  is  illustrated  by  the 
recent  history  of  the  Treasury  gold  certificates,  whose  issue  was  sus- 
pended when  the  Oovemment  gold  reserve  fell  below  $100,000,000  in 

1803,  and  has  never  been  resumed.  Some  of  these  certificates  were 
received  as  the  equivalent  of  goM,  in  payment  for  the  bond  issues  of 

1804,  1895,  and  1896,  but  from  July  31, 1896,  to  March  17, 1898,  the 
whole  amotint  presented  for  redemption  was  only  $2,851,260  oat  of  a 
total  of  $39,293,479  outstanding  on  the  earlier  date.  The  United  States 
notes  presented  within  the  same  period  for  redemption,  according  to  the 
daily  statements  of  the  Treasury,  amounted  to  $71,518,332  out  of  a  total 
of  $237,410,538  outstanding  on  the  earlier  date. 

Even  if  it  should  happen  that  all  the  outstanding  notes  not  exchanged 
for  reserve  notes  should  be  rapidly  presented  for  redemption,  their  pay- 
ment in  gold  would  soon  terminate  the  obligation  of  the  Government 
upon  such  notes,  because  they  would  be  canceled  and  not  reissued.  If 
the  entire  gold  reserve,  which  stood  on  March  17, 1898,  at  $170,432,007, 
should  be  thus  paid  out  in  the  redemption  of  notes,  that  amonnt  of 
notes  would  be  permanently  canceled,  and  the  amount  of  legal-tender 
notes  of  both  classes — United  States  notes  and  Treasury  notes — remain- 
ing anywhere  in  existence  would  be  reduced  to  about  $280,000,000. 
The  national  banks  held  on  December  15,  1897,  the  date  of  the  latest 
available  report,  $172,596,020  in  legal-tender  notes  or  certificates  of 
deposit  covering  the  deposit  ot  such  notes  with  the  Treasury.  These 
notes  are  held  to  a  large  extent  as  necessary  reserves,  and  if  their 
amount  is  deducted  from  the  notes  left  outstanding  the  whole  remaining 
amonnt  of  notes  would  be  reduced  to  the  moderate  sum  of  $108,000,000. 
It  is  probable  that  a  considerable  portion  of  these  have  either  been 
destroyed  or  would  be  so  carefully  hoarded  that  they  would  not  fbr 
many  years  reach  the  Treasury  either  for  redemption  or  for  transforma- 
tion into  reserve  notes.  In  any  conceivable  situation  the  burden  of 
demand  liabilities  outstanding  against  the  Treasury  would  be  so  reduced 
that  its  present  burden  would  be  greatly  diminished,  and  the  ordinary 
gold  receipts  for  customs  and  through  the  surrender  of  assay  ofiSce 
cheeks  for  currency  would  supply  an  ample  gold  fund  for  all  possible 
demandts. 
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THE  BANKS  COMPELLED  TO  PROVIDE  GOLD. 

Tbe  purpose  and  effect  of  the  proposed  bill  is  to  throw  upon  the 
national  banks  tbe  entire  burden  of  finding  gold  for  the  notes  of  the 
country.  There  is  no  doubt  of  their  ability  to  do  this  if  it  is  required 
by  law. 

Tbe  system  proposed  by  your  committee  provides  an  easy  and  ade- 
quate method  of  obtaining  gold  for  export  from  the  banks  without 
exposing  the  country  or  the  United  States  Treasury  to  the  alarm  and 
convulsions  which  have  attended  gold  exports  during  the  last  five 
years.  The  banks  are  required  by  the  bill  to  maintain  the  5  per  cent 
current  redemption  fund  in  gold.  Redemption  agencies  are  authorized 
to  be  established  at  the  various  subtreasuries,  and  such  an  agency 
would  undoubtedly  be  established  by  the  Secretary  of  the  Treasury  at 
New  York.  The  actual  process  of  obtaining  gold  for  export  would  be 
that  any  strong  bank  patronized  by  exporters  would  turn  over  the  gold 
from  its  own  vaults  or  from  its  reserves  in  the  New  York  Clearing 
House.  It  is  impossible  to  evade  this  obligation.  In  case  of  an  effort 
to  evade  it,  the  process  would  be  that  a  bank  would  deliver  its  own 
notes  to  a  depositor  making  a  draft  upon  his  account.  He  would  be 
under  no  obligation  to  accept  them^  but  if  he  did  accept  them  could  at 
once  present  them  for  redemption  in  lawful  money.  The  bank,  still 
wishing  to  evade  the  payment  of  gold,  might  then  tender  him  reserve 
notes  issued  either  by  itself  or  by  other  banks.  But  these  reserve  notes 
would  be  redeemable  out  of  the  gold  redemption  fund  maintained  by 
the  banks,  and  it  would  only  require  their  presentation  at  the  sub- 
treasury  to  secure  their  redemption  from  this  fund.  The  banks 
whose  reserve  notes  were  thus  presented  would  then  be  called  upon 
by  the  Comptroller  to  make  good  the  deficiency  in  their  coin  in  the 
redemption  fund  and  the  burden  of  obtaining  the  gold  would  fall 
directly  upon  them.  This  being  the  case,  it  would  be  immaterial  to 
the  people  of  the  United  States  whether  one  bank  by  paying  its  own 
notes  or  reserve  notes  shifted  the  burden  of  maintaining  the  redemp- 
tion fund  upon  another  bank.  The  banks  in  any  case  would  bear 
the  whole  burden  and  would  be  compelled  to  so  adjust  their  loans 
as  to  secure  favorable  exchanges,  prevent  the  undue  export  of  gold, 
and  maintain  the  credit  of  the  business  community  and  or  the  Govern- 
ment. 

NO  CONTRACTION  OP  THE  OUBBENCY. 

While  your  committee  have  thus  greatly  lightened  the  burden  of  the 
Treasury  under  any  conceivable  conditions,  they  have  not  provided  for 
any  contraction  of  the  existing  circulation.  The  gold  now  kept  in  the 
gold  reserve  of  the  Treasury  might  be  paid  out  in  the  redemption  and 
cancellation  of  legal-tender  notes,  but  this  operation  would  simply  sub- 
stitute gold  for  paper  in  the  circulation  and  would  not  in  any  degree 
diminish  the  legal-tender  money  in  the  hands  of  the  people.  A  legal- 
tender  note,  under  the  bill  proposed  by  your  committee,  might  cease  to 
be  a  menace  to  the  Treasury  either  by  exchange  for  gold  and  final 
cancellation,  by  the  assumption  of  its  current  redemption  by  the  banks, 
or  by  the  enhanced  value  which  it  would  obtain  from  the  fact  that  the 
quantity  was  diminished;  but  the  legal-tender  currency  in  the  hands  of 
the  people  would  not  be  reduced  by  either  of  these  operations.  Your 
committee  believe  that  the  system  of  dealing  with  the  Government 
notes  which  they  propose  removes  every  possible  objection  which  has 
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heretofore  been  made  to  relieviDg  the  Treasury  of  their  redemption, 
except  such  objections  as  may  be  based  upon  the  desire  that  the  Govem- 
meut  shall  issue  an  unlimited  volume  of  forced  legal-tender  paper 
which  is  not  redeemable  in  coin  or  capable  of  being  maintained  at  any 
fixed  value. 

The  plan  proposed  regarding  the  extension  of  existing  credit  facili- 
ties we  believe  is  equally  free  from  intelligent  objection.  The  permis- 
sive feature  in  regard  to  the  legal-tender  notes,  which  leaves  it  optional 
with  their  holders  to  turn  them  into  gold  or  reserve  notes  or  to  continue 
to  hold  them  is  carried  out  in  regard  to  the  proposed  bank-note  car- 
rency.  The  existing  national  banking  system  is  taken  as  it  is,  and  any 
bank  so  desiring  may  continue  to  issue  circulation  exactly  as  it  has 
issued  circulation  heretofore.  After  a  period  of  five  years  it  is  pro- 
posed to  relieve  national  banks  from  the  requirement  of  keeping  bonds 
in  the  custody  of  the  United  States  Treasurer  as  the  basis  of  circala- 
tion.  There  is  no  requirement  that  the  bank  shall  sell  or  dispose  of  the 
bonds,  and,  in  fact,  the  majority  of  banks  would  probably  continue  to 
hold  them  as  a  part  of  their  general  assets.  There  is  no  ground  for 
fear  that  this  moderate  permissive  policy  would  cause  any  sensible 
depreciation  of  bonds,  cause  any  loss  by  such  depreciation  to  the  banks, 
or  throw  any  excessive  quantity  of  bonds  upon  the  market. 

THE  NEW  PLAN  FOB  BANK-NOTE  ISSUES. 

Some  of  the  theoretical  arguments  in  favor  of  a  currency  based  upon 
commercial  assets,  flexibly  adjusted  to  the  demands  of  business,  have 
already  been  set  forth.  The  present  national  bank  note  system,  under 
which  the  notes  are  secured  by  a  deposit  of  interest*bearing  bonds 
with  the  United  States  Treasurer,  does  not  afford  this  resiK>usiveness 
to  the  demands  of  business.  On  the  contrary,  under  the  high  pre- 
miums which  now  have  to  be  paid  for  the  bonds,  the  remarkable  phe- 
nomenon is  presented  that  as  interest  rates  rise  in  the  money  market, 
indicating  the  scarcity  of  the  circulating  medium,  it  becomes  less  profit- 
able to  issue  national-bank  circulation  and  more  profitable  to  loan  capital 
directly  without  putting  it  into  the  form  of  circulating  notes.  In  this 
respect,  as  in  respect  to  the  accumulation  of  money  in  the  Treasury  in 
times  of  prosperity  and  large  revenues,  our  present  currency  system 
works  in  the  wrong  direction — fettering  trade  when  it  most  needs  free- 
dom and  flooding  the  circulation  with  redundant  paper  when  the  mar- 
kets are  most  sluggish. 

For  this  reason  we  believe  that  the  currency  should  be  based  upon 
the  commercial  assets  of  the  banks,  and  that  there  should  be  no  specific 
pledged  security  except  a  safety  fund  of  such  amount  as,  from  the 
experience  of  our  own  and  other  countries,  would  protect  the  note 
holder  against  any  possible  loss.  Your  committee,  however,  mindful 
of  the  unfamiliarity  of  this  proposition  in  the  United  States  within  the 
last  thirty  years,  propose  that  no  bank  shall  issue  circulating  notes 
which  does  not  have  on  deposit  as  many  bonds  as  are  now  required  by 
law.  It  is  proposed,  however,  to  permit  additional  issues  of  notes  equal 
to  the  amount  of  United  States  legal-tender  notes  which  the  banks  are 
willing  to  assume  as  reserve  notes.  They  then  have  the  privilege  of 
expanding  their  circulation,  increasing  their  loans,  and  facilitating 
credit  in  just  the  degree  in  which  they  are  willing  to  protect  the  Treas- 
ury by  assumiug  its  current  gold  liabilities.  A  bank  with  a  capital 
of  $100,000  is  required  to  deposit  bonds  with  the  United  States  Treas- 
urer, as  under  existing  law,  to  the  amount  of  (25,000  at  par,  and  may 
obtain  circulation  for  an  equal  amount.    It  may  then  deposit  United 
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States  notes  and  receive  in  exchange  reserve  notes  for  the  amonut 
deposited,  and  may  receive  in  addition  notes  based  npon  its  general 
assets.  If  the  bank  avails  itself  of  the  privilege  thns  accorded,  it  would 
deposit  $35,000  in  United  States  notes,  receiving  therefor  $35,000  in 
reserve  notes,  and  in  addition  $35,000  in  untaxed  notes  based  upon  its 
general  assets.  The  reserve  notes  would  constitute  a  current  liability, 
but  not  an  ultimate  liability  in  case  of  failure  or  liquidation.  The 
uotes  for  which  the  bank  would  be  ultimately  liable  would  be  the 
$25,000  based  upon  United  States  bonds  and  the  $35,000  based  upon 
its  commercial  assets.  This  would  make  a  total  of  $60,000  in  notes 
for  which  the  bank  would  be  directly  liable.  Agaiust  this  amount  it 
would  hold  bonds  of  a  par  value  of  $25,000  and  a  market  value,  if  they 
were  4  per  cent  bonds  due  in  1907,  at  114,  of  $28,500. 

Provision  is  also  made  that  a  bank  may  issue  additional  notes,  with 
the  approval  of  the  Gomptroller  of  the  Currency,  subject  to  a  tax  of  2 
per  cent,  if  the  whole  currency-note  circulation  exceeds  60  per  cent  of 
the  capital,  and  is  less  than  80  per  cent,  and  may  issue  additional  notes 
subject  to  a  tax  of  6  per  cent  when  the  currency-note  circulation 
exceeds  80  per  cent.  The  national-currency  notes  can  not  in  any  case 
exceed  100  per  cent  of  the  paid-up  capital  of  the  bank.  The  purpose 
of  this  provision  is  to  afford  a  margin  for  issues  in  times  of  emergeucy, 
when  currency  is  hoarded  and  the  demand  for  it  is  unnaturally  increased. 
There  would  be  no  danger  of  the  abuse  of  this  privilege^  because  it  is 
left  under  tbe  control  of  the  Comptroller  of  the  Currency,  and  he  would 
look  with  peculiar  suspicion  upon  applications  for  excessive  issues  of 
currency  under  normal  conditions. 

The  security  against  the  excess  of  note  issues  above  the  value  of  the 
bonds  would  be  the  general  assets  of  the  bank,  and  the  note  holder  is 
given  a  first  lien  upon  all  the  assets  of  the  bank.  There  can  be  no 
question  of  the  perfect  sufficiency  of  such  security.  If  there  were 
no  other  security  whatever,  the  losses  to  note  holders  would  be  but  a 
fraction  of  1  per  cent  in  many  years.  Secretary  Gage,  in  his  annual 
report  for  the  fiscal  year  1897,  stated,  upon  statistics  prepared  by 
the  Comptroller,  that  of  330  national  banks  placed  in  the  hands  of 
receivers  during  the  existence  of  the  national  banking  system  for  35 
years,  there  were  only  18  whose  assets  would  have  failed  to  fully 
cover  their  circulating  notes  under  the  system  which  he  proposed  of 
issuing  25  per  cent  of  the  capital  in  currency  based  upon  commercial 
assets.  This  proposition  would  remain  substantially  true  under  the 
system  proposed  by  your  committee  if  the  banks  took  out  60  per  cent 
of  their  capital  in  currency  notes,  and  the  deficiency  would  be  only 
slightly  increased  if  they  took  out  all  the  uotes  which  it  is  possible  for 
them  to  issue  under  the  bill  reported.  If  there  were  no  security  what- 
ever except  the  assets  of  the  banks,  with  the  liability  of  their  holders 
for  the  amount  of  their  shares,  tbe  losses  to  note  holders  would  be  so 
small  that  they  would  hardly  reach  an  appreciable  per  ceut  of  the 
incomeof  the  humblest  citizen,  and  would  count  for  nothing  against  the 
safety  afforded  by  a  bank-note  currency  in  maintaining  the  metallic 
standard,  or  against  the  advantages  to  the  country  in  the  extension  of 
credit  in  communities  where  it  is  now  obtainable  only  at  extravagant 
rates  of  interest. 

THE  BANK-NOTE  GUARANTY  FUND. 

Bnt  your  committee  do  not  propose  to  permit  even  the  possibility  of 
a  trifiing  loss  to  fall  upon  any  holder  of  a  note  Issued  by  a  national  bank 
of  the  United  States.    They  propose  a  tax  upon  the  banks  for  the  crea- 
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tion  of  a  safety  fiind  out  of  which  may  be  paid  the  Dotes  of  any  bank 
which  fails  with  assets  insufficient  to  pay  its  note  holders  in  full.  They 
propose,  moreover,  that  in  the  case  of  any  bank  failure  there  shall  be 
no  delay  in  the  redemption  of  the  notes,  but  that  they  shall  be  paid  from 
the  general  fund  created  by  taxation  upon  the  banks,  and  that  these  pay- 
ments shall  be  afterwards  reimbursed  to  the  fund  when  the  assets  are 
collected  and  settled.  This  bank-note  guaranty  fund  is  to  consist  at  the 
outset  of  5  per  cent  of  the  whole  circulation  for  which  the  banks  are 
ultimately  liable.  No  guarantee  fund  of  this  kind  will  be  required  against 
the  reserve  notes.  Provision  must  be  made  for  their  current  redemption 
by  payment  by  the  banks  to  the  bank-note  redemption  fund.  But  this 
is  distinct  from  the  guaranty  fund,  and  the  United  States  are  the  ultimate 
debtor  for  the  reserve  notes,  and  they  do  not  fall  as  a  burden  upon  the 
guaranty  fund.  The  experience  of  all  banking  history  demonstrates 
that  this  guaranty  fund  will  be  many  times  more  than  adequate  for  the 
redemption  of  the  notes  of  failed  banks.  It  can  not  be  considered  an 
excessive  burden  upon  the  banks,  for  it  withdraws  fi*om  them  the  use 
of  only  a  portion  of  the  currency  which  they  are  permitted  to  loan  to 
the  community  upon  commercial  paper,  in  addition  to  the  loan  of  snch 
portions  of  their  capital  and  deposits  as  are  not  invested  in  the  reciaired 
legal  reserves. 

It  is  proposed  that  if  this  5  per  cent  guaranty  fund  becomes  reduced 
or  impaired  by  the  redemption  of  notes  of  failed  banks  in  advance  of  re- 
imbursement from  the  assets  the  banks  may  be  called  upon  tf>  make  good 
the  fund.  The  fact  that  this  liability  is  unlimited  in  some  of  the  bills 
introduced  into  Congress  has  suggested  the  fear  that  strong  banks  may 
hesitate  to  enter  the  system  for  fear  that  they  would  be  called  upon  to 
make  large  contributions  for  the  redemption  of  the  notes  of  weak  banks. 
We  do  not  believe  that  this  fear  is  well  founded.  The  very  fact  that  it 
is  not,  and  that  a  tax  of  1  per  cent  a  year  would  many  times  cover  the 
possible  losses  upon  such  a  currency,  justify  the  fixing  of  such  a  limit 
We  have,  therefore,  provided  that  the  liability  of  any  national  bank  to 
the  guaranty  fund  to  make  up  losses  caused  by  the  redemption  of  the 
notes  of  failed  banks  shall  never  exceed  1  per  cent  annually  upon  its 
whole  circulation.  If  it  is  conceivable  that  the  demands  of  a  given  year 
should  slightly  exceed  1  per  cent,  it  is  not  within  the  range  of  prob- 
ability that  they  would  equal  that  amount  for  a  series  of  years,  so  that 
the  impairment  of  the  fund  in  a  trifling  degree  for  a  single  year  would 
be  made  up  in  the  following  year  or  years.  A  liability  of  1  per  cent 
upon  the  circulation  of  a  national  bank  is  only  the  amount  of  the  pres- 
ent tax  upon  circulation,  so  that  we  propose  no  added  burden  in  any 
case,  and  the  small  burden  proposed  becomes  contingent  and  improb- 
able instead  of  fixed  and  certain.  If  the  present  tax  of  I  i>6r  cent  were 
to  continue  to  be  collected  upon  circulation  and  the  bank-note  circula- 
tion increased,  as  we  believe  it  will  within  a  very  short  period  of  years, 
to  $300,000,000,  the  annual  collections  would  be  $3,000,000,  and  this 
would  cover  many  times  not  only  the  losses  in  cases  where  failed  banks 
had  not  sufficient  assets  to  pay  their  notes,  but  would  many  times  cover 
the  entire  amount  of  notes  of  failed  banks,  even  where  the  assets  were 
more  than  sufficient.  The  United  States  Treasury  collected,  troml804 
to  the  close  of  the  fiscal  year  1897,  $81,411,384  in  taxes  on  circulation; 
from  1864  to  the.  close  of  the  fiscal  year  1883,  $60,940,067  in  taxes  on 
deposits;  and  from  18()4  to  the  close  of  the  fiscal  year  1883,  $7,855,887  in 
taxes  on  cai)ital,  making  a  total  of  $150,207,339  for  a  period  of  thirty- 
four  years,  or  an  average  of  about  84,400,000  per  year.  Your  C4)m- 
mittee  propose  to  lighten  these  taxes  and  to  impose  no  contingent 
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liability  which  can  equal  the  amount  thus  collected.  The  system, 
therefore,  imposes  no  risk  and  no  added  burdens  upon  strong  banks, 
and  imposes  no  danger  of  loss  to  the  holder  of  the  notes  of  any  bank. 

ASSST  BANKING  IN  THE  LIGHT  OF  EXPERIENCE. 

The  system  of  issuing  notes  ux>on  the  commercial  assets  of  a  bank  is 
the  successful  system  of  nearly  every  country  of  the  world.  There  is 
a  limit  upon  the  circulation  of  the  Bank  of  France,  the  Imperial  Bank 
of  Germany,  the  Austro-Hungarian  Bank,  and  several  other  of  the 
great  national  banks  of  Earope,  but  that  portion  of  their  circulation 
which  is  not  covered  by  the  coin  reserve  is  permitted  to  be  covered  in 
a  large  degree  by  commercial  assets  and  is  not  required  to  consist  of 
government  securities.  A  better  illustration  of  the  safety  of  note 
issues  upon  business  assets  is  afforded  by  the  history  of  Scotland 
and  Canada,  where  competing  banks  issue  their  notes  upon  limited 
amounts  of  capital.  The  Scotch  banks  are  not  required  to  keep  any 
guaranty  fund  and  do  not  submit  to  any  official  inspection,  but  their 
notes  circulate  at  par  throughout  the  country  and  their  qnality  is  main- 
tained by  constant  redemption.  The  Canadian  banking  system  is  of  a 
similar  character,  but  the  38  chartered  banks  are  required  to  contribute 
toward  a  bank-note  guaranty  fund  of  substantially  similar  character 
to  that  proposed  in  the  bill  reported  by  your  committee.  The  Canadian 
banks  are  not  subject  to  Government  inspection,  but  each  bank  employs 
its  own  inspector  to  supervise  the  accounts  of  the  branches.  The 
exhaustion  of  the  guaranty  fund  has  never  occurred  in  Canada,  and  it 
is  not  likely  to  occur.  The  notes  are  a  first  lien  upon  the  assets,  and 
the  stockholders  are  subject  to  a  duplicate  liability,  as  in  the  system 
proposed  by  your  committee.  Any  bank  in  the  Canadian  Dominion 
promptly  accepts  the  note  of  a  failed  bank  at  par,  because  it  is  known 
that  the  note  will  be  promptly  redeemed  in  full  from  the  bank-note 
guaranty  fund. 

Beliance  is  sometimes  placed  by  the  critics  of  commercial  banking 
upon  the  banking  experience  of  the  United  States  prior  to  1861.  Your 
committee  do  not  believe  that  the  conditions  then  existing  apply  to  the 
situation  of  to-day.  Bad  banking  is  almost  unavoidable  in  a  new  and 
undeveloped  country,  and  the  note  issues  usually  play  but  a  minor 
part  in  the  abuse  of  credit.  Banking  experience  has  made  great  strides 
since  1861,  and  the  charters  of  the  great  European  banks  have  been 
materially  modified  within  that  period  to  conform  to  modern  conditions 
and  enlightened  banking  experience.  Careful  examination  of  the  his- 
tory of  banking  in  the  United  States  prior  to  1861,  moreover,  discloses 
a  situation  which  need  not  be  feared  by  the  advocate  of  note  issues 
upon  commercial  assets.  The  systems  which  achic.ved  the  greatest 
success,  whose  notes  passed  at  par  throughout  the  Union  or  at  a  dis- 
count representing  only  the  cost  of  exchange  at  that  time,  were  those 
which  issued  notes  upon  commercial  assets  without  pledged  securities 
and  which  guaranteed  the  solidity  of  their  issues  by  prompt  redemp- 
tion in  coin  on  demand.  This  was  the  history  of  the  Suffolk  system,  so 
successful  in  New  England,  and  was  the  history  of  the  State  Bank 
of  Indiana,  in  which  one  of  the  ablest  of  American  financiers,  Hugh 
McCulloch,  completed  his  education.  The  State  Bank  of  Indiana 
passed  through  the  crisis  of  1857  without  suspending  specie  payments, 
and  succeeded  in  retiring  its  circulation  and  liquidating  its  debts  with- 
oat  loss  to  its  creditors  when  the  Government  forced  the  suspension  of 
specie  payments  by  the  issue  of  the  demand  notes  in  1862. 
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SOLIDITY  OF  NOTE  ISSUES  UPON   OOMIVIEBCIAL  ASSETS. 

With  suificient  protection  afforded  by  the  bank-note  p:iiaranty  fund 
against  the  occasional  fiiihii  e  of  a  badly  inana<xed  bank,  tbe  essential  so- 
lidity of  note  issnes  upon  commercial  assets  is  bound  up  with  the  solidity 
of  the  business  of  the  country.  The  advantage  of  having  the  whole 
commercial  assets  of  the  banks  of  the  country  pledged  for  the  redemp- 
tion of  their  notes  lies  in  the  fact  that  nearly  the  whole  negotiable  wealth 
of  the  country  passes  through  their  hamls.  The  aggregate  capital,  sur- 
plus, undivided  profits  and  individual  deposits  of  national,  State,  and 
private  banks,  loan  and  trust  companies  and  savings  banks,  as 
reported  by  the  Comptroller  of  the  Currency  at  the  date  of  Jane  30, 
1897,  or  about  that  date,  was  $6,822,320,870.  It  is  fair  to  assume  that 
many  of  these  banks  which  are  not  national  banks  would  enter  the 
system  under  the  benefits  afforded  by  the  bill  reported  by  your  com- 
mittee. These  same  items  for  the  national  banks  alone  on  December 
15,  1897,  were  $2,887,000,000,  and  their  loans  were  $2,082,008,324. 
Since  these  loans  are  all  payable  within  ninety  days,  with  a  circulatiou 
of  $300,000,000  issued  by  the  existing  national  banks  alone,  the  entire 
amount  necessary  to  redeem  this  circulation  in  full  would  pa^  through 
the  national  banks  within  a  period  of  about  fifteen  days.  This  control 
over  quick  assets,  afforded  by  maturing  commercial  paper  as  well  as 
by  accumulated  cash  reserves,  explains  the  secret  of  the  greater  ability 
of  the  banks  to  maintain  the  current  redemption  of  circulating  notes 
than  of  the  Treasury,  with  its  comparatively  small  resources.  The 
general  security  of  banking  upon  commercial  assets  and  the  fact  that 
the  system  could  not  break  down,  except  under  an  avalanche  of  calam- 
ity which  would  carry  national,  State,  municipal,  and  private  credit 
down  also,  is  strikingly  set  forth  in  the  report  of  the  monetary  commis- 
sion appointed  by  the  business  men  of  the  country  for  the  framing  of 
a  currency  bill,  from  which  your  committee  has  embodied  several  sec- 
tions in  the  bill  herewith  reported.    They  say  in  their  report: 

The  objection  that  is  sometimes  made  that  the  larffer  banks  in  the  great  cities 
wonld  not  issue  notes  beoanse  of  an  apprehended  liabOity  for  other  banks  is  shown 
by  statistics  to  be  groundless.  1893  was  the  year  of  largest  bank  failnres;  but  had 
all  the  banks  of  the  country  then  issued  notes  up  to  80  per  cent  of  their  capital 
the  amount  of  their  assessment  to  make  good  tne  ascertained  deficiencies  of  that 
year  up  to  the  time  of  the  Comptroller's  report  of  1896  would  have  been  only  a  frac- 
tion or  1  per  cent.  Had  80  per  cent  of  the  capital  of  all  national  banks  been  issued 
in  notes  upon  the  proposed  plan  since  the  beginning  of  the  national  banking  system 
in  1863y  the  assessment  upon  the  banks  annually  wonld  have  been  an  amount  bo 
insigui^caut  that  it  need  not  be  taken  into  account.  Taking  the  country  banks  as 
a  whole,  it  is  found  that  on  October  5  last  they  had  $101,000,000  of  the  $631,000,000 
of  national-bank  capital.  Should  they  issue  notes  up  to  80  per  cent  of  that  capitalt 
they  wonld  have  $321,000,000  of  notes,  and  there  would  be  $1,966,000,000  of  resources 
against  these  notes,  not  counting  stockholders'  liability. 

If  these  resources  of  the  country  banks  are  insufficient  security  for  this  amount  of 
notes,  they  will  be  insufficient  only  becauHie  there  would  then  be  such  a  condition  of 
bireinesA  paralysis  that  Government,  municipal,  and  railway  bonds  would  be  value- 
less, and  also  few,  if  any,  banks  in  the  reserve  cities  would  remain  solvent.  The 
occurrence  of  this  disaster  is  so  improbable  that  its  consideration  may  be  dismissed. 

THE  PROTECTION  OF  DEPOSITORS  AND  OTHER  CREDITORS. 

Some  fignres  prepared  in  the  office  of  the  Comptroller  at  tbe  request 
of  yonr  committee  indicate  the  adeqnacy  of  tbe  assets  of  failed  banks 
not  only  to  fnlly  protect  their  note  holders,  bnt  to  aflFord  a  large  divi- 
dend to  depositors  and  other  creditors.  The  chiims  proved  in  the  case 
of  181  failed  banks,  with  a  capital  of  $28,605,800,  whose  accounts  have 
been  closed  from  1865  to  1897,  were  $48,608,635.    Tbe  collections  from 


STRENGTHENING   THE   PUBLIC   CREDIT,  ETC.  71 

assets  were  $40,680,908  and  from  assessments  upon  the  shareholders 
$6,369,033,  making  totiil  collections  of  $47,049,941.  The  dividends  paid 
were  $35,165,660,  and  the  cash  returned  to  shareholders  or  in  the  hands 
of  the  Comptroller,  in  cases  where  the  assets  proved  sufficient  without 
the  assessment  upon  shareholders  to  pay  dividends  in  full,  was  $1,013,- 
741.  The  assets  thus  reported  were  absolutely  exclusive  of  the  amount 
required  for  the  redemption  of  outstanding  notes,  since  these  were 
redeemed  out  of  the  proceeds  of  the  bouds  in  the  Treasury.  The  circu- 
lation thus  redeemed  was  $14,262,558.  The  two  items  of  dividends 
paid  and  cash  returned  to  shareholders  make  a  total  of  $3t>,179,401,  or 
nearly  75  per  cent  of  the  claims  proved.  It  is  reasonable  to  assume 
that  if  the  capital  invested  in  bonds  to  secure  circulation  had  been  a 
part  of  the  general  assets  it  would  have  afforded  also  dividends  of  75 
per  cent.  The  total  sums  available  in  that  case  would  have  been  such 
that  a  dividend  of  75  per  cent  could  have  been  declared  upon  the  cir- 
culation if  it  bad  not  constituted  a  first  lien  upon  the  other  assets.  The 
two  safety  funds — the  current  redemption  fund  and  the  banknote  guar- 
anty fund — would  have  afforded  an  additional  asset  of  10  per  cent  of 
the  whole  volume  of  circulation,  and  might  have  raised  the  dividend 
upon  circulation  to  85  per  cent,  without  any  draft  upon  the  assets  held 
for  the  security  of  other  creditors. 

The  situation  would  not  have  been  materially  different  if  the  60  per 
cent  of  the  capital,  representing  the  untaxed  note  circulation  proposed 
by  your  committee,  had  been  outstanding.  The  circulation  in  that  case 
would  have  been  $17,163,480.  The  assets  available  for  dividends  to 
note  holders  and  general  creditors  and  for  return  to  shareholders 
would  then  have  been  increased  by  the  sum  of  $12,872,610,  represent- 
ing 75  per  cent  of  the  circulation,  and  by  the  value  of  the  two  safety 
funds,  amounting  to  $1,716,348.  The  entire  assets  thus  available  fbr 
disbursements  in  dividends  would  have  been  $50,768,359,  against  claims 
proved  amounting  to  $65,772,115.  If  the  circulation  was  provided  for 
iu  full  out  of  these  assets,  the  remaining  assets  would  be  $33^04,879, 
or  only  $2,574,522  less  than  they  were  under  existing  law.  The  per- 
centage of  dividends  paid  would  have  been  more  than  69  per  cent. 
This  difference  between  75  and  69  per  cent  measures,  therefore,  the  pos- 
sible loss  to  depositors  and  other  creditors  by  the  change  from  a  cur- 
rency based  upon  bonds  to  one  based  purely  upon  commercial  assets. 
It  is  not  unreasonable  to  believe  that  the  double  examinations  and 
other  safeguards  provided  by  the  proposed  bill,  and  the  precautions 
which  will  undoubtedly  be  taken  by  the  Comptroller  of  the  Currency, 
would  wipe  out  this  tritiing  difference  and  make  the  new  system  exactly 
as  secure  to  general  creditors  as  the  existing  system. 

THB  LOOALIZATION  OF  CREDIT. 

One  of  the  essential  advantages  of  abolishing  national  bonds  as  a 
security  for  circulation  and  substituting  a  currency  based  upon  com- 
mercial assets  is  the  localization  of  the  currency.  This  is  brought  about 
in  several  ways.  The  requirement  that  a  part  of  the  capital  shall  be 
invested  in  bouds  in  itself  takes  that  capital  out  of  the  community  and 
transfers  it  to  the  keeping  of  the  seller  of  the  bonds.  The  bonds  were 
sold  originally  for  the  purpose  of  transferring  capital  from  the  control 
of  the  purchasers  to  the  control  of  the  Government  of  the  United  States 
for  purposes  of  war.  When  sold  and  paid  for  in  the  proceeds  of  local 
industry,  they  transfer  the  control  of  capital  from  the  purchaser  to  the 
man  from  whom  he  purchases.    A  bank  in  a  community  of  small  means 
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is  thus  deprived  at  the  outset  of  a  part  of  the  funds  which  it  ou^ht  to 
have  for  loans  in  the  community.  The  extent  of  this  loss  is  indicated 
by  the  consideration  that  with  $100,000  of  capital  (upon  the  basis  of 
the  4  per  cent  bonds  of  1907  at  114)  only  $78,1)47  in  circulating  notes 
can  be  obtained  under  existing  law,  while  under  the  plan  proposed  by 
your  committee  it 4s  possible  to  issue  $60,000  in  currency  notes,  t35,0(K) 
in  reserve  notes,  and  to  loan  in  addition  $28,000  of  the  unexpended 
capital,  while  $40,000  additional  may  be  issued  in  emergencies,  subject 
to  a  tax. 

The  community  is  the  gainer  in  the  extension  of  credit  and  the  pro- 
motion of  its  local  industries  by  the  difference  between  $78,947  and  a 
usual  sum  of  $123,000  and  a  possible  $163,000  under  the  proposed  plan. 
More  than  this,  a  currency  based  upon  commercial  assets  and  not 
rendered  rigid  in  volume  by  the  deposit  of  special  security  comes  back 
promptly  to  the  issuing  banks  for  redemption.  The  tendency  of  recent 
years  for  currency  to  drift  to  New  York,  where  it  is  loaned  at  low  rates 
of  interest,  would  be  largely  arrested  by  tlie  necessity  of  promptly 
sending  notes  back  for  redemption,  and  by  the  retirement  of  notes 
which  were  not  needed  in  the  commercial  centers.  Notes  thus  received 
back  could  be  reissued  and  would,  at  the  worst,  be  in  the  bands  of  the 
community  for  at  least  a  time  before  they  again  took  their  flight  toward 
the  money  centers. 

The  capacity  to  make  larger  loans  means  the  capacity  of  the  banks 
to  reduce  interest  rates  without  loss  of  profits.  It  means  that  if  any 
bank  undertakes  to  resist  the  natural  law  of  decreasing  interest  under 
increased  facilities,  new  banks  may  be  formed  without  sinking  their 
capital  in  bonds  purchased  at  a  premium,  and  may  compete  for  the 
legitimate  profits  afforded  by  reasonable  interest  rates.  The  fact  that 
such  conditions  make  a  radical  difference  in  the  banking  iwwer  and 
prosperity  of  a  community  is  illustrated  by  some  figures  taken  irom 
ofiicial  reports  regarding  the  condition  of  the  Southern  States  in  1860. 
These  figures  are  as  follows: 


state. 


Maryland 

Virginia 

North  Carolina 
South  Carolina 

Georgia 

Alabama 


Banking  oap- 


$12, 688, 962 
16, 005. 150 

6,626,478 
14. 962. 062 
16, 089, 560 

4.901,000 


Ijoans  and 
diacounte. 


$20,898,762 
24,975,792 
12,213,372 
27, 8U1, 912 
16,776,282 
13, 670, 027 


Circulation. 


$4,106,809 
9.812,197 
5.694.037 

11,475,634 
8,798,100 
7,477,976 


Depoalta. 


18,874.180 
7.729.6K 
1.487,272 
4,166,615 
4,738,289 
4.851.153 


These  figures  are  thus  commentedHipon  and  compared  with  existing 
conditions  in  a  recent  paper  by  Mr.  Charles  A.  Gonant,  of  Boston: 


A  glance  at  the  coltiran  of  deposits  and  tben  at  that  of  loans  shows  how  impossible 
it  would  have  been  for  these  banks  to  grant  the  aocommodation  they  were  able  to 
grant  without  the  power  of  note  issue.  That  power  was  taken  away  by  the  levy  of 
the  10  per  cent  tax  on  State  bank  notes,  and  the  national  banks  of  Virginia  now 
have  discounts  of  $15,208,388,  with  $15,347,290  of  deposits  and  only  $1,993,442  in 
note  issues.  Alabama,  in  ])1ace  of  her  $13,500,000  of  loans,  has  only  $6,570,755  and 
a  note  circulation  of  $1.<'53,170,  while  South  Carolina  has  seen  her  bank  loans  Bhrink 
from  $27 ,800,000  to  $5,943,367,  with  the  shrinkage  of  the  circulation  of  her  banks  from 
$11^500,000  to  the  beggarly  pittance  of  $451,023. 

THE  BENEFITS  OF  BRANCH  BANKING. 

The  bill  reported  embodies  a  recommendation  tbat  national  banks  be 
permitted  to  establish  branches.  Branch  banking  has  not  been  f^unil- 
iar  in  this  country  since  the  liquidation  of  the  successful  State  banks 
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of  Ohio  aud  Indiana  at  the  beginning  of  the  civil  war.  It  is  a  system 
in  almost  universal  nse  in  other  civilized  countries  where  the  methods 
of  modern  finance  are  weH  developed,  and  is  almost  essential  to  the 
economical  use  of  capital  aud  the  distribution  of  credit.  One  of  the 
most  striking  benefits  of  branch  banking  is  that  a  branch  may  be  cre- 
ated and  maintained  at  a  profit  in  a  community  without  sufficient 
business  for  an  independent  bank.  This  would  permit  the  extension 
of  credit  into  many  localities  in  the  thinly  settled  portions  of  the  country, 
where  it  is  now  impossible.  Branch  banking,  moreover,  permits  the 
more  ready  flow  of  capital  from  communities  where  it  is  not  needed  to 
those  where  it  is  needed  than  does  the  operation  of  independent  banks. 
It  does  not  drain  of  money  a  community  where  money  is  needed,  as 
would  be  the  case  with  banks  required  to  invest  their  dexK)sits  in 
securities,  but  carries  into  every  community  where  the  interest  rate  is 
high  enough  to  attract  money  the  amount  which  is  there  demanded 
and  which  is  in  less  demand  at  other  points.  It  often  happens  that 
one  community  may  be  saving  largely,  without  expending  in  manufac- 
tures or  other  productive  works,  while  another  community  may  need 
the  money  thus  saved  for  such  works.  Branch  banking  may  be  com- 
pared, in  the  fiuidity  which  it  gives  to  capital,  to  a  connected  series 
of  tanks  with  open  pipes  between,  while  the  possible  borrowings  of 
independent  banks  are  more  like  a  series  of  tanks  whose  pii)es  require 
to  be  opened  when  any  change  is  sought  in  the  level  of  the  fluid. 

Branch  banking  in  connection  with  reasonable  freedom  of  note  issues 
has  produced  such  favorable  conditions  in  Scotland  and  Canada  that 
interest  rates  are  almost  uniform  throughout  those  countries,  even  in 
tlie  most  remote  sections,  and  disclose  none  of  the  striking  differences 
discloeed  in  this  country  between  rates  in  the  money  centers  and  in 
certaiu  remote  sections.  The  ten  chartered  banks  of  Scotland  have 
more  than  900  branches,  and  the  38  incorporated  banks  of  Canada  have 
nearly  500,  in  each  case  for  a  population  which  is  less  than  .a  tithe  that 
of  the  United  States.  There  can  be  no  question  in  the  opinion  of  your 
oommitt^e  that  the  combination  of  the  power  to  establish  branches 
with  the  power  to  issue  a  reasonable  amount  in  notes  upon  commercial 
assets  would  give  a  vigor  to  the  credit  system  of  this  country  which  has 
been  lacking  under  the  present  complicated  and  unscientific  system  of 
fixed  Government  issues,  rigid  security  for  bank  notes,  and  the  prohi- 
bition upon  the  power  to  establish  brauches. 

THE  ULTIMATE  OPERATION  OP  THE  BILL. 

The  bill  reported  by  your  committee  looks  ultimately  to  the  elimina- 
tion of  Government  paper  money  from  circulation.  Whether  the  process 
will  be  slow  or  rajiid  may  depend  upon  the  disposition  of  the  banks 
aud  the  turn  of  financial  events.  The  reserve  notes  for  which  the  banks 
are  liable  will  be  gradually  reduced  when  the  Government  assumes  the 
liability  for  such  notes  issued  by  failed  and  liquidating  banks.  With 
the  withdrawal  of  bonded  security  also,  the  ultimate  currency  of  the 
country  will  consist  of  gold  and  silver  coin  of  full  legal-tender  power, 
and  of  notes  issued  by  the  banks  under  the  provisions  of  the  proposed 
bill.  The  growth  in  the  wealth  of  the  country  and  in  its  ability  to 
maintain  the  expense  of  a  metallic  currency  and  to  retain  at  home  a 
large  portion  of  the  great  gold  production  of  the  United  States  will 
tend  to  swell  the  gold  resources  of  the  country  until  gold  coin  is  likely 
to  become  a  common  factor  in  daily  exchanges  among  the  people.  This 
condition  of  afiairs  will  operate  at  once  to  simplify  and  strengthen  the 
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carrency  system  and  to  increase  the  security  afforded  by  the  proposed 
law  to  the  holders  of  bank  notes.    The  banks  will  be  required,  when 
reserve  notes  and  legal  tender  notes  have  alike  disappeared,  to  fulfill 
all  requirements  of  law  calling  for  lawful  money  by  keeping  gold  and 
silver  coin,  and  the  present  quantity  of  silver  is  likely  to  be  so  com- 
pletely absorbed  for  retail  exchanges  that  the  bank  reserves  will  consist 
almost  entirely  of  gold.    This  being  the  case,  it  is  obvious  that  the  issae 
of  a  banking  currency  based  purely  upon  assets,  without  either  bonds 
or  reserve  notes,  will  involve  no  risk  of  undue  inflation  or  of  loss  to  the 
note  holder.    The  bill  reported  by  your  committee  proposes  no  change 
in  existing  laws  regarding  reserves  against  deposits.    The  cash  reserves 
required  in  reserve  cities  at  the  date  of  the  reports  of  the  national  banks 
to  the  Comptroller  on  December  15, 1897,  were  $251,176,860,  and  the  cash 
reserves  required  in  country  banks  were  $55,940,589,  making  a  total  of 
$307,117,449.  The  cash  reserves  held  at  the  same  date  were  $410,568,427. 
These  amounts  are  now  held  largely  in  legal* tender  notes,  but  the  aboli- 
tion of  such  notes  would  leave  a  void  which  could  be  filled  only  by  gold. 
If  the  circulation  of  the  national  banks  therefore,  without  allowing  for 
any  growth  in  the  meantime,  should  rise  to  the  amount  of  their  capital 
on  December  15, 1897,  which  was  $629,655,365,  the  reserves  held  against 
deposits,  with  the  requirement  of  the  two  special  funds  for  current 
redemption  and  for  the  guaranty  of  the  ultimate  redemption  of  the 
notes,  amounting  to  10  per  cent  of  the  circulation  outstanding,  woald 
in  themselves  exceed  $463,000,000  in  gold,  or  nearly  75  per  cent  of  the 
outstanding  notes.    It  is  upon  the  solid  rock  of  metallic  currency  like 
this,  with  additional  metallic  currency  in  circulation  among  the  people, 
that  your  committee  propose  to  plant  finally,  by  the  gradual  evolution 
of  events,  the  monetary  system  of  the  United  States.    We  believe  that 
the  arrangements  proposed  in  the  bill  will  accomplish  this  result  grada- 
ally  enough  to  avoid  any  shock  to  any  vested  interest,  to  the  banks,  or 
to  their  patrons  of  any  class,  but  that  it  will  be  accomplished  so  cer- 
tainly that  the  United  States  almost  upon  the  enactment  of  a  measure 
promising  such  results  will  find  their  credit  greatly  enhanced  abroad 
and  placed  upon  unassailable  foundations  at  home. 

James  T.  McGleary, 
George  W.  Prince, 
John  Murray  Mitchell, 

Special  SubcammUUe. 


E.  B.  10289,  FIFTT-FIFTH  COKGBESS,  SECOND  SESSION. 

IN  THE  HOUSE  OP  REPRESENTATIVES, 

May  11, 1898. — Mr.Wallcer^  of  Massachusetts  (by  instruction  of  the  Com- 
mittee  on  Banking  and  Currency)  introduced  the  following  bill;  which 
was  referred  to  the  Committee  on  Banking  and  Currency  and  ordered  to 
be  printed. 

A  BILL  To  provide  for  strengtheDlne  the  nablio  credit,  for  the  relief 
of  the  United  States  Treasury,  and  for  tne  amendment  of  the  laws 
relating  to  national  banking  associations. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives 
of  the  United  States  of  America  in  Congress  assembled,,  ^^^^^md**  «*   dw? 
there  is  hereby  created  a  division  in  the  Treasury  Depart- aionMUbUshed.' 
ment  to  be  known  as  the  division  of  issue  and  redemp- 
tion. 

There  is  hereby  created  cl  board  consisting  of  three  Board  of  oomp- 
members  to  be  known  as  the  comptrollers  of  the  currency.  c^lJJy®'  *^* 
The  said  board  shall  have  the  management  of  the  division 
of  issue  and  redemption,  and  shall  take  the  place  of  the 
Comptroller  of  the  Currency,  performing  all  his  duties  as 
now  defined  by  statute,  and  such  others  as  are  prescribed 
by  this  act.  The  office  of  Comptroller  of  the  Currency  is 
hereby  abolished. 

The  members  of  said  board  shall  be  appointed  by  the 
President  by  and  with  the  advice  and  consent  of  the 
Senate,  and  shall  be  removed  only  with  the  consent  of  the 
Senate  for  cause  stated  in  writing.  The  term  of  office  of 
said  Comptrollers  shall  be  twelve  years:  Provided^  how- 
every  That  the  terms  of  the  members  of  the  board  first 
appointed  shall  be  four  years,  eight  years,  and  twelve 
years,  respectively.  The  member  appointed  for  four  years 
shall  be  known  as  First  Comptroller  and  the  other  members 
as  associate  comptrollers.  Thereafter  the  associate  comp- 
troller who  shall  have  only  four  years  to  serve  shall  by 
succession  become  First  Comptroller. 

The  First  Comptroller  shall  be  chairman  of  the  board 
and  shall  have  the  custody  of  all  the  bullion,  moneys,  and 
securities  held  in  the  division  of  issue  and  redemption.  He 
shall  give  to  the  United  States  a  bond  in  the  sum  of  two 
hundred  and  fifty  thousand  dollars,  with  not  less  than  two 
responsible  sureties,  to  be  approved  by  the  Secretary  of 
the  Treasury,  for  the  faithful  discharge  of  the  duties  of  his 
office. 

The  salary  of  the  First  Comptroller  shall  be  at  the  rate 
of  eight  thousand  dollars  per  annum,  and  that  of  each 
Associate  Comptroller  shall  be  at  the  rate  of  seven  thou- 
sand five  hundred  per  annum. 

75 
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•iraoM«iSe^and  ®^^'  ^'  '^^^  ^  *^® divisioD  of  issuo and  redemption  shall 
redemption.^  ^  be  Committed  all  functions  of  the  Treasury  Department 
pertaining  to  the  issue  and  redemption  of  notes  and  certifi- 
cates, and  to  the  exchange  of  coins;  and  in  the  said  division 
of  issue  and  redemption  shall  be  held  the  guaranty  fund 
and  the  redemption  fund  of  the  national  banking  associa- 
tions, and  through  it  shall  be  conducted  the  operations  of 
redeeming  the  circulating  notes  of  national  banking  asso- 
ciations, as  prescribed  by  law;  and  to  this  division  shall  be 
transferred  all  gold  coin  held  against  outstanding  gold 
certiHcates,  all  silver  dollars  held  against  outstanding  sil- 
ver certificates,  all  United  States  notes  held  against  out- 
standing currency  certificates,  and  all  silver  dollars  and 
silver  bullion  held  against  outstanding  Treasury  notes 
issued  under  the  act  of  July  fourteenth,  eighteen  hundred 
and  ninety,  and  such  amount  of  subsidiary  and  minor  coins 
as  the  Secretary  of  the  Treasury  shall  consider  necessary 
for  the  issue  and  exchange  of  such  coins,  and  the  liinds 
deposited  with  the  Treasurer  for  the  redemption  or  retire- 
ment of  the  circulating  notes  of  national  banking  associa- 
tions. All  accounts  relating  to  the  business  of  this  division 
shall  be  kept  entirely  apart  and  distinct  from  those  of  the 
other  divisions  of  the  Treasury  Department;  and  the 
accounts  relating  to  the  national  banking  associations  shall 
be  kept  separate  and  apart  from  all  other  accounts  in  said 
division  of  issue  and  redemption. 
B^erreMaiMt  Seo.  3.  That  a  rcscrve  shall  be  established  in  the  divi- 
BuVer."**'  ^  sion  of  issue  and  redemption  aforesaid  by  the  transfer  to 

it  by  the  Treasurer  of  the  United  States  from  the  general 
funds  of  the  Treasury  of  an  amount  in  gold,  in  coin  and 
bullion,  equal  to  twenty-five  per  centum  of  the  amount,  both 
of  United  States  notes  and  Treasury  notes  issued  under 
the  Act  of  July  fourteenth,  eighteen  hundred  and  ninety, 
outstanding,  and  a  farther  sum  in  gold  equal  to  five  per 
centum  of  the  aggregate  amount  of  the  coinage  of  silver 
dollars.  This  reserve  shall  be  held  as  a  common  fund,  and 
used  exclusively  for  the  redemption  of  said  notes  and  in 
exchange  for  said  notes  and  for  silver  dollars  and  subsidi- 
ary and  minor  coins,  as  hereinafter  provided. 

s^wti^'^of  \he  ^®^-  *•  '^^^^  ^^  ^^^^  ^®  ^^®  ^^^y  ^^  ^^®  Secretary  of  the 
TreAsury  toTrcasury  to  maintain  the  gold  reserve  in  the  division  of 
mA^xudn  such  {^^^  ^kud  redemption  aforesaid  at  such  sum  as  shall  secure 

the  certain  and  immediate  redemption  of  all  notes  and 
exchange  of  all  silver  dollars  presented,  as  hereinafter  pro- 
vided for;  and  for  this  purpose  he  may,  Irom  time  to  time, 
transfer  to  the  division  of  issue  and  redemption  any  funds 
in  the  Treasury,  not  otherwise  appropriated,  in  exce^ss  of  an 
actual  cash  balance  of  fifty  million  dollars;  and  in  addition 
thereto  he  is  hereby  authorized  to  issue  and  sell  for  gold, 
whenever  it  is  in  his  judgment  necessary  to  the  ends  afore- 
said, and  for  no  other  purjiose,  certificates  of  indebtedness 
of  the  United  States  bearing  interest  at  a  rate  not  exceed- 
ing three  pev  centum  per  annum,  payable  in  gold  coin  at 
the  end  of  five  years,  but  redeemable  in  gold  coin  at  the 
option  of  the  United  States  after  one  year;  and  the  pro- 
ceeds of  all  such  sales  shall  be  paid  into  the  division  of 
issue  and  redemption  for  the  purpose  aforesaid. 


STRENGTHENING  THE  PUBLIC  CREDIT,  ETC.         77 

8bo.  6.  That  the  Secretary  of  the  Treasury  may,  and  he  ^  The  secretary 
is  hereby  authorized  to,  exchange  gold  coin  held  in  the  may  trAn^Tfer 
general  cash  of  the  Treasury  for  United  States  notes  or  '^°^■• 
Treasury  notes  of  eighteen  hundred  and  ninety  held  in  the 
division  of  issue  and  redemption ;  and  he  is  hereby  further 
authorized  to  exchange  such  notes  of  one  denomination  for 
a  like  amount  in  notes  of  another  denomination,  or  notes 
of  either  kind  for  a  like  amount  in  notes  of  the  other  kind, 
and  may  replace  notes  worn  or  unfit  for  circulation  by  new 
notes  of  the  same  kind;  but  none  of  these  exchanges  shall 
at  any  time  alter  the  amount  of  money  to  be  held  in  the 
said  division. 

Sec.  6.  That  the  division  of  issue  and  redemption  shall,  J^^^^  **^" 
at  Washington  and  at  such  subtreasuries  of  the  United J^'i^pSSSf"^ 
States  as  the  Secretary  of  the  Treasury  may  from  time  to 
time  designate,  on  demand : 

First.  Pay  out  gold  coin  for  gold  certificates; 

Second.  Pay  out  United  States  notes  for  currency  certifl- 
oates; 

Third.  Pay  out  gold  coin  in  redemption  of  United  States 
notes  and  Treasury  notes  of  eighteen  hundred  and  ninety^ 

Fourth.  Pay  out  silver  dollars  for  silver  certificates  of 
any  denomination ; 

Fifth.  Issue  silver  certificates  of  denominations  of  one 
dollar,  two  dollars,  and  five  dollars,  in  exchange  for  silver 
dollars  and  for  silver  certificates  of  denominations  above 
five  dollars; 

Sixth.  Pay  out  gold  coin  in  exchange  for  silver  dollars; 

Seventh.  Pay  out  silver  dollars  held  in  the  division  of 
issue  and  redemption  aforesaid,  and  not  covered  by  out- 
standing silver  certificates,  in  exchange  for  gold  coin, 
United  States  notes,  or  Treasury  notes; 

Eighth.  Pay  out  TJnited  States  notes  or  Treasury  notes, 
not  subject  to  immediate  cancellation,  in  exchange  for  gold 
coin; 

Ninth.  Pay  out  legal-tender  money  of  the  United  States 
in  exchange  for  subsidiary  and  minor  coins  presented  in 
sums  of  twenty  dollars  or  multiples  thereof,  and  pay  out 
subsidiary  and  minor  coins  in  sums  of  twenty  dollars  or 
multiples  thereof,  in  exchange  for  any  legal-tender  money 
of  the  United  States ; 

Tenth.  Pay  out  in  redemption  of  national-bank  notes  the 
moneys  in  the  division  available  for  that  purpose. 

Sec.  7.  That  gold  certificates  and  currency  certificates  ^^^^^^^•'^'J J; 
shall,  whenever  presented  and  paid  or  received  in  the  Treas-  renoyoertinoatot 
ury,  be  retired  and  canceled.     AJl  provisions  of  law  author-  ^^  *°*  *'•"' 
izing  the  issue  or  reissue  of  gold  certificates  or  currency 
certificates  are  hereby  repealed. 

Seo.  8.  That  when  the  division  of  issue  and  redemption   £xoh»nge  of 
shall  have  paid  out  gold  coin  in  exchange  for  United  States  ffll?ted°s'tftte» 
notes  and  Treasury  notes  presented  for  payment,  it  shall  notes  and  tfmw. 
from  time  to  time  cancel  such  amounts  of  notes  so  paid  as  "^  '*®***' 
shall  not  exceed  the  amount  of  national  reserve  notes  issued 
subsequent  to  the  taking  effect  of  this  act. 

Seo.  9.  That  the  Secretary  of  the  Treasury  may,  in  his  note?**Si»®**  bS 
discretion,  from  any  funds  in  the  general  Treasury  not  setS^ffen^Y  for 
apart  under  section  four  of  this  Act  or  otherwise  appropri-  Mn««^*io»- 
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ated,  transfer  to  the  division  of  issae  and  redemption  any 
United  States  notes  or  Treasury  notes  which,  on  such  trans- 
fer, could  then  lawfully  be  canceled  under  the  provisions 
of  this  Act  if  they  had  been  redeemed  on  presentation; 
and  when  so  transferred  the  same  shall  be  canceled.    And 
the  Secretary  of  the  Treasury,  whenever  there  may  be 
United  States  notes  or  Treasury  notes   in    the  general 
Treasury  which  are  not  available  as  surplus  revenue,  and 
which  upon  transfer  to  the  division  of  issue  and  redemp- 
tion could  then  lawfully  be  canceled  under  the  provisions 
of  this  Act,  may  exchange  such  notes  with  the  division  of 
issue  and  redemption  for  gold  coin,  and  such  notes  shall 
thereupon  be  canceled. 
United  sutee     qeo,  iQ.  That  United  States  notes  or  Treasury  notes 
^^oid  noMo  be  oucc  redeemed  shall  not  be  paid  out  again  except  for  gold 
For  oidorSdted  ^^^>  uulcss  there  Shall  be  an  accumulation  of  such  notes  in 
ste^M  bonds,      the  divisiou  of  issue  and  redemption  which  can  not  then  be 
canceled  under  the  provisions  of  this  act,  in  which  case  the 
Secretary  of  the  Treasury  shall  have  authority  to  invest 
the  same,  or  any  portion  thereof,  in  interest-bearing  obliga- 
tions of  the  United  States  for  the  benefit  of  the  gold  reserve 
in  the  division  of  issue  and  redemption,  such  obligations  to 
be  held  in  the  aforesaid  division,  subject  to  sale  at  the  dis- 
cretion of  the  Secretary  of  the  Treasury  for  the  benefit  of 
the  said  reserve  in  the  said  division  of  issue  and  redemp- 
tion, and  not  for  any  other  purpose. 
So  United     Seg.  11.  That  uo  United  States  note  and  no  Treasury 
§Sl??^^dSuMSf  note  issued  under  the  act  of  July  fourteenth,  eighteen  hun- 
dred and  ninety,  of  a  denomination  less  than  ten  dollars 
Silver  oertifl-  shall  hereafter  be  issued,  and  silver  certificates  shall  here- 
tJ^ioSareTfl^e  *^^^  ^  issucd  or  paid  out  only  in  denominations  of  one 
doiian.  dollar,  two  dollars,  and  five  dollars  against  silver  dollars 

deposited  in  the  division  of  issue  and  redemption,  or  in 
exchange  for  silver  certificates  of  denominations  exceeding 
five  dollars. 

f^toJd  to^     ®^^'  ^^'  '^^^^  ^^^  circulating  notes  provided  for  in  this 
e   ed.  j^^^  gjj^jj  ^^gig^  ^f  three  classes,  namely,  national  reserve 

notes,  national  bank  notes,  and  national  currency  notes. 

The  words  ^'  national  reserve  notes,"  when  used  in  this 
Act,  shall  be  understood  to  mean  notes  issued  to  a  national 
banking  association  in  exchange  for  United  States  notes, 
and  for  whose  current  redemption  in  gold  coin  the  banking 
association  receiving  the  same  shall  be  made  immediat^y 
liable,  and  whose  ultimate  payment  shall  be  made  by  the 
Government  of  the  United  States. 

That  the  words  <^  national  bank  notes,"  when  used  in  this 
Act,  shall  mean  circulating  not^s  issued  by  national  bank- 
ing associations,  and  secured  by  deposits  of  United  States 
bonds. 

That  the  words  "national  currency  notes,"  when  used  in 
this  Act,  shall  be  understood  to  mean  circulating  notes 
issued  by  a  national  banking  association,  and  constituting 
a  direct  and  ultimate  liability  of  the  said  banking  associa- 
tion, as  provided  in  this  Act. 
Bimknoteanot  Seg.  13.  That  any  national  banking  association^  on  oom- 
of  SS^  plying  with  the  provisions  of  this  Act,  shall,  if  its  capital  be 
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wholly  paid  up  and  uDimpaired,  be  entitled  to  receive  from 
the  Comptrollers  of  the  Cnrrency  national  bank  notes  or 
national  cnrrency  notes,  or  both,  of  the  different  denomina- 
tions hereinafter  specified  (none,  however,  being  less  than 
ten  dollars)  in  blank,  registered  and  countersigned,  as  pro- 
vided by  law,  to  the  amounts  and  in  the  manner  following, 
and  on  the  following  terms  and  conditions,  but  in  no  case 
exceeding  in  the  sum  of  its  bank  notes  and  currency  notes  the 
amount  of  such  paid-up  and  unimpaired  capital : 

Subdivision  A.  That  any  national  banking  association  K»tionai  re- 
may  deposit  with  the  Treasurer  of  the  United  States,  under  "^^^  "*>*••• 
such  regulations  as  the  Secretary  of  the  Treasury  may 
approve,  United  States  notes  to  an  amount  not  exceeding 
its  paid-up  and  unimpaired  capital,  and  shall  then  be 
entitled  to  receive  in  exchange  therefor  from  the  Comp- 
trollers of  the  Currency  an  equal  amount  of  national  reserve 
notes,  of  the  kind  and  denominations  described  in  sections 
twelve  and  fifteen  of  this  Act. 

United  States  notes  received  into  the  division  of  issue  and 
redemption  in  exchange  for  national  reserve  notes  shall  be 
canceled  as  received. 

Subdivision  B.  That  upon  the  deposit  by  any  national  nJtM?*"*^  ^^^ 
banking  association  of  United  States  bonds,  bearing  inter- 
est, as  provided  by  law  under  the  provisions  of  sections 
fifty-one  hundred  and  fifty-nine  and  fifty-one  hundred  and 
sixty  of  the  Revised  Statutes,  as  amended  by  the  acts  of 
June  twentieth,  eighteen  hundred  and  seventy-four,  and 
July  twelfth,  eighteen  hundred  and  eighty-two,  it  shall  be 
entitled  to  receive  from  the  Comptrollers  of  the  Currency 
national  bank  notes  of  difierent  denominations  in  blank,  as 
provided  by  this  act,  equal  in  amount  to  the  par  value  of 
the  bonds  so  deposited;  and  any  national  banking  associ- 
ation now  having  bonds  on  deposit  for  the  security  of  cir- 
culating notes  less  in  amount  than  the  par  value  of  the 
bonds,  or  which  may  hereafter  have  such  bonds  on  deposit, 
shall  be  entitled  to  receive,  immediately  upon  its  reorgan- 
ization under  this  act,  national  bank  notes  to  an  amount 
which  shall  increase  to  the  par  value  of  the  bonds  the  aggrre- 
gate  amount  of  circulating  not«es  held  by  such  association 
in  consequence  of  the  deposit  of  such  bonds  :  Provided^ 
That  nothing  herein  contained  shall  be  construed  to  modify 
or  repeal  the  provisions  of  sections  fifty-one  hundred  and 
sixty-seven  and  fifty-one  hundred  and  seventy-one  of  the 
Bevised  Statutes,  authorizing  the  requirement  of  additional 
deposits  of  bonds  or  of  lawful  money  in  case  the  market 
value  of  the  bonds  held  to  secure  the  circulating  notes  shall 
fall  below  the  par  value  of  the  national  bank  notes  outstand- 
ing for  which  said  bonds  may  be  deposited  as  security. 

Subdivision  C.  That  any  national  banking  association,  reSoV  noSa."'*'" 
having  deposited  with  the  Treasurer  of  the  United  States 
United  States  notes  and  received  in  exchange  therefor 
national  reserve  notes,  shall  be  entitled  to  receive  and  issue, 
in  addition  thereto,  an  amount  of  national  currency  notes 
equsd  to  the  amount  of  national  reserve  notes  received 
as  aforesaid:  Frovided,  however,  That  the  amount  of 
national  currency  notes  thus  issued  shall  not  exceed  the 
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amount  of  its  national- bank  notes  outstanding:  And  pro- 
vided further^  That  the  notes  thus  issued  shall  not  exceed 
forty  per  centum  of  the  paid-up  and  unimpaired  capital  of 
the  bank,  but  an  additional  amount  of  national  currency 
notes  may  be  issued  subject  to  the  tax  on  circulation  pro- 
vided in  section  twenty-nine  of  this  act,  without  any  in- 
crease of  the  circulation  secured  by  United  States  bonds 
and  without  taking  out  any  additional  reserve  note.s. 

^'^noten^m-     ^^^'  ^^'  '^^**'  ^^^  national  currency  notes  shall  consti- 

monntiier<m2i  tutc  a  paramount  lien  upon  all  the  assets  of  the  associa- 

**^^*  tion  issuing  such  notes,  after  sufficient  proceeds  thereof 

shall  have  been  ai)plied  to  redeem  in  full  the  outstanding 

national-bank  notes. 

E^cription  of     qec.  15.  That  iu  order  to  furnish  suitable  notes  for  cir- 

^^    '  cnlatin  g  the  Oomptrollers  of  the  Currency  shall  cause  plates 

and  dies  to  be  engraved,  iu  the  best  manner  to  guard 
against  counterfeiting  and  fraudulent  alterations,  and  shall 
have  printed  therefrom  and  numbered  such  quantity  of 
circulating  notes  in  blank  of  the  denominations  of  ten 
dollars,  twenty  dollars,  fifty  dollars,  one  hundred  dollars, 
five  hundred  dollars,  one  thousand  dollars,  and  ten  thou- 
sand dollars  as  may  be  required  to  supply  the  associations 
entitled  to  receive  the  same. 

Each  national  reserve  note  shall  be  in  the  same  form  and 
contain  the  same  statements  as  the  present  United  States 
legal  tender  notes,  and  in  addition  thereto  shall  express 
upon  its  back  or  reverse  side  the  promise  of  the  national 
banking  association  receiving  the  same  to  pay  at  the  office 
of  said  bank,  on  demand,  in  gold  coin,  the  sum  specified  on 
its  face,  which  statement  shall  be  attested  by  the  signatures 
of  the  president  or  vice-president  and  cashier  of  such  asso- 
ciation. 

Each  national  bank  note  shall  conform  as  nearly  as  prac- 
ticable, subject  to  the  provisions  of  this  Act,  with  Uie 
national  bank  notes  issued  prior  to  the  passage  of  this  Act, 
except  that  it  shall  express  the  promise  of  the  association 
to  pay  it,  upon  presentation  at  the  office  at  which  it  was 
issued,  in  gold  coin  of  the  United  States  or  national  reserve 
notes. 

Each  national  currency  note  shall  express  upon  its  &ce 
the  promise  of  the  association  receiving  and  issuing  the 
same  to  pay,  upon  presentation  at  its  office,  the  specified 
amount  on  demand,  in  gold  coin  of  the  United  States  or 
national  reserve  notes,  attested  by  the  signatures  of  the 
president  or  vice  president  and  the  cashier  or  assistant 
cashier  of  such  association;  it  shall  also  bear  upon  its  face 
the  statement  that  it  is  issued  in  accordance  with  the  pro- 
visions of  this  Act,  which  statement  shall  be  attested  by 
the  written  or  engraved  signature  of  the  First  Comptroller 
of  the  Currency,  and  shall  bear  such  devices  and  other 
statements  and  be  in  such  form  as  the  Comptrollers  of  the 
Currency  shall,  by  regulation,  direct. 

No  circulating  notes  shall  be  issued  to  or  by  any  national 

banking  association  other  than  those  described  in  this  Act. 

Legal  stotua  of     Skc.  16.  That  national  reserve  notes  issued   to    any 

^^^'  national  banking  association,  as  defined  in  this  Act,  shall 
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be  a  fall  legal  tender  at  their  face  value  for  all  debts, 
public  and  private,  except  duties  on  imports  and  interest 
on  the  public  debt,  and  shall  be  available  for  use  in  the 
reserves  of  any  national  banking  association. 

Every  national  banking  association  formed  or  existing 
under  this  Act  shall  take  and  receive  at  par  national  bank 
notes  or  national  currency  notes  issued  by.  any  lawfully 
organized  national  banking  association. 

No  national  banking  association  shall  count  or  report 
any  of  its  own  national  bank  notes  or  national  currency 
notes  as  a  part  of  its  cash  or  cash  assets. 

Sec.  17.  That  each  year  after  the  expiration  of  four  years  Bedaction  of 
from  the  passage  of  this  Act  the  Comptrollers  of  the  Cur-  JSJ^^p^'**''®" 
rency  may,  from  time  to  time,  and  under  regulations  to  be 

Erescribed  by  them,  reduce  the  amount  of  the  United  States 
onds  required  to  be  deposited  under  the  provisions  of  this 
Act  by  one-fourth  of  the  amount  so  required,  and  from  and 
after  the  expiration  of  eight  years  from  the  passage  of  this 
Act  no  such  bond  deposits  shall  be  required;  and  any 
national  banking  association  having  at  any  time  bonds  of 
the  United  States  deposited  with  the  Treasurer  in  excess 
of  the  amount  required  by  law  to  be  at  such  time  deposited 
may  withdraw  the  whole  or  any  part  of  such  excess:  Pro- 
mdedj  however ^  That  such  decrease  in  the  amount  of  bonds 
required  to  be  deposited  shall  not  of  itself  in  any  way 
interfere  with  the  amount  of  circulating  notes  previously 
issued  by  said  banking  association :  And  provided  further , 
That  nothing  herein  contained  shall  be  construed  to  author- 
ize or  permit  the  withdrawal  of  bonds  required  to  be  depos- 
ited under  the  provisions  of  section  fifty-one  hundred  and 
fifty-three  of  the  Eevised  Statutes  of  the  United  States 
as  security  for  the  safe-keeping  and  prompt  payment  of 
the  public  moneys  deposited  with  any  nationt^  banking 
associations. 

Sec.  18.  That  no  national  banking  association  which  ^  J^^*"?"'^ 
shall  be  organized  within  eight  years  after  the  passage  ofyem.^^  ^  ^ 
this  act  shall  be  required,  preliminary  to  commencing 
business,  to  deposit  any  greater  amount  of  United  States 
bonds  than  it  would  then  be  required  to  have  on  deposit 
if  it  had  been  organized  immediately  after  the  passage  of 
this  act. 

Sec.  19.  That  after  so  many  United  States  notes  have  fln^j^°^^iSfJSt 
been  canceled  and  destroyed,  as  herein  provided,  that  in  uung  out  ^ri 
the  judgment  of  the  Comptrollers  of  the  Currency  no  more  *®''^**  °®'^"* 
of  such  notes  are  available  for  use  as  a  basis  for  the  issue 
of  circulating  notes,  the  deposit  of  such  United  States 
notes  as  provided  in  section  thirteen  of  this  act  shall  no 
longer  be  required;  but  the  Comptrollers  may  require  any 
national  banking  association  thereafter  organized  to  obtain 
from  the  division  of  issue  and  redemption  reserve  notes  in 
the  manner  provided  in  section  twenty  of  this  act.    When 
in  the  judgment  of  the  Comptrollers  no  more  national 
reserve  notes  are  available  for  such  use,  the  taking  out  of 
such  reserve  notes,  as  provided  in  sections  thirteen  and 
forty  of  this  act,  shall  no  longer  be  required,  and  national 
banking  associations  shall  then   be  entitled  to  receive 
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national  currency  notes  to  the  amount  which  they  would 
have  been  entitled  to  receive  if  such  United  States  notes 
or  reserve  notes  were  available  for  such  use. 
withdrawal     Sec.  20.  Thattho  Comptrollers  of  the  Currency  may  from 
tk>u  o7^^w2^J^e  time  to  time,  under  regulations  to  be  prescribed  by  them, 
not6».  withdraw  from  circulation  national  reserve  notes;  but  such 

withdrawals  shall  be  first  from  those  banks  having  such 
reserve  notes  in  excess  of  forty  per  centum  of  their  capital. 
Thereafter  such  withdrawals  shall  be  so  made  as  to  equita- 
bly adjust  the  respective  holdings  of  national  reserve  notes 
of  the  several  banks.  The  national  reserve  notes  so  with- 
drawn shall  be  canceled  and  destroyed;  but  the  Comp- 
trollers of  the  Currency  are  hereby  authorized  to  issue,  in 
exchange  for  gold  coin,  to  national  banking  associations, 
now  existing  or  hereafter  organized,  national  reserve  notes 
to  an  amount  not  exceeding  in  the  aggregate  the  amount 
of  national  reserve  notes  so  canceled  and  destroyed. 

Whenever  there  shall  be  any  funds  in  the  Treasury  avail- 
able as  surplus  revenue,  the  Secretary  of  the  Treasury  may 
transfer  the  same  to  the  division  of  issue  and  redemption, 
and  if  there  are  no  United  States  notes  or  lYeasury  notes 
in  the  division  of  issue  and  redemption  subject  to  cancella- 
tion, the  Comi)trollers  of  the  Currency  shall  thereupon 
withdraw  national  reserve  notes  and  cancel  and  destroy  the 
same  in  the  manner  and  to  the  amount  that  they  would 
have  canceled  United  States  notes  under  the  provisions  of 
this  act.  National  reserve  notes  so  withdrawn  and  can- 
celed shall  not  be  reissued  as  provided  in  the  preceding 
panigraph:  Provided^  That  any  decrease  in  the  amount  of 
reserve  notes  consequent  on  the  withdrawal  provided  for 
in  this  section  shall  not  of  itself  interfere  with  the  amount 
of  circulating  notes  to  which  any  banking  association  would 
otherwise  be  entitled. 
Redaction  of  Qec.  21.  That  any  national  banking  association  desiring 
circu  at  on.  ^  reducc  the  volume  of  its  national-bank  notes  or  currency 
notes  may  do  so  by  depositing  with  the  assistant  treasurer 
in  charge  of  the  division  of  issue  and  redemption  a  sum  in 
gold  coin  equal  to  the  amount  of  the  reduction  desired,  or 
by  redeeming  its  notes  and  sending  such  redeemed  notes 
to  the  Comptrollers  of  the  Currency,  with  the  request  that 
they  be  canceled;  and  the  First  Comptroller  of  the  Cur- 
rency may  carry  to  the  credit  of  any  national  banking 
association,  or  reimburse  to  it,  the  excess  of  either  the 
bank-note  redemption  fund  or  the  bank-note  guaranty  fund, 
or  both,  above  the  amount  required  by  this  act  to  be  held 
against  outstanding  circulation. 

diSncS**^'''"*'*     ®^^-  ^^'  ^^**  *^®  ®^'^  Comptrollers  of  the  Currency 

shall  divide  the  United  States  into  clearing-house  districts, 
and  each  national  banking  association  organized  under  this 
act  which  shall  have  taken  out  for  issue  any  national  cur- 
rency notes  shall  belong  distinctively  to  some  one  olearinir- 
house  district;  and  the  number  of  such  district  shall  be 
plainly  and  prominently  printed  upon  the  said  national  cur- 
rency notes  issued  by  it. 

Every  association  located  outside  of  a  clearinghouse 
city  shall  arrange  with  some  national  banking  association 
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in  the  clearing-house  city  of  the  district  to  which  it  belongs 
for  the  current  redemption  of  its  national  currency  notes. 

^o  national  banking  association  shall  pay  out  over  its 
own  counter  any  of  the  national  currency  notes  issued  by 
national  banking  associations  belonging  to  clearing-hoase 
districts  other  than  its  own,  unless  the  association  issuing 
the  same  shall  have  established  an  agency  for  the  redemp- 
tion of  its  notes  in  the  clearing-house  city  of  said  district. 

Sec.  23.  That  every  national  banking  association  shall^^  »'•"*! 
at  all  times  keep  and  have  on  deposit  with  the  division  of 
issue  and  redemption  for  the  purpose  hereinafter  specified 
a  sum  in  gold  coin  equal  to  five  per  centum  of  its  outstand- 
ing circulation  of  national  currency  notes.  The  amount  so 
kept  on  deposit  shall  constitute  a  fund  to  be  known  as  the 
'<  guaranty  fund,"  which  fund  shaU  be  held  for  the  follow- 
ing purpose,  and  for  no  other,  namely: 

Whenever  the  Comptrollers  of  the  Currency  shall  have 
become  satisfied  by  the  protest  or  the  waiver  and  admis- 
sion specified  in  section  fifby-two  hundred  and  twenty-six, 
or  by  the  rei)ort  provided  for  in  section  fifty- two  hundred 
and  twenty-seven,  of  ^.he  Revised  Statutes  of  the  United 
States,  that  any  association  has  refused  to  pay  any  of  its 
circulating  notes  on  demand,  they  shall  direct  the  redemp- 
tion of  its  national  currency  notes  from  the  guaranty  fund 
aforesaid,  and  the  redemption  in  gold  coin  of  the  United 
States  from  the  reserve  fund  in  the  division  of  issue  and 
redemption  of  the  national  reserve  notes  issued  to  it.  After 
the  failure  of  any  national  banking  association  to  redeem 
any  of  said  notes  shall  have  been  thus  ascertained  the 
bonds  deposited  by  it  with  the  Trcjisurer  of  the  United 
States  shall  be  sold  as  provided  by  law,  and  the  proceeds 
of  such  sale  shall  be  applied  first  to  the  redemption  of  the 
notes  for  which  they  are  held,  and  the  balance,  if  any, 
shall  be  paid  into  the  guaranty  fund,  so  far  as  may  be 
necessary  to  provide  for  the  final  redemption  of  any  other 
outstanding  notes  of  such  bank. 

The  comptrollers  of  the  currency  shall  forthwith  collect, 
for  the  benefit  of  said  guaranty  fund,  from  the  assets  of  the 
bank  and  from  the  stockholders  thereof,  according  to  their 
liability  as  declared  by  this  act,  such  sum  as,  with  the 
bank's  balance  in  the  guaranty  fund  as  aforesaid,  shall 
equal  the  amount  of  its  national  currency  notes  outstand- 
ing. And  for  this  purpose  the  United  States  shall,  on  be- 
half of  the  guaranty  fund,  have  a  paramount  lien  upon  all 
the  aasets  of  the  association;  and  such  fund  shall  be  made 
good  out  of  such  assets  in  preference  to  any  and  all  other 
claims  whatsoever,  except  the  necessary  costs  and  expenses 
of  administering  the  same. 

All  national  reserve  notes  so  redeemed  shall  be  canceled 
and  destroyed,  and  all  national  bank  notes  and  national 
currency  notes  so  redeemed  shall  be  held  by  the  Treasury 
Department  in  the  division  of  issue  and  redemption  untU 
the  conclusion  of  the  proceedings  of  liquidation  of  said 
bank,  and  shall  thereupon  be  canceled  and  destroyed. 

The  provisions  of  sections  fifty-two  hundred  and  twenty- 
six,  fifty-two  hundred  and  twenty-seven,  fifty-two  hundred 
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and  twenty-eighty  flfty-two  haudred  and  twenty-nine,  fifty- 
two  hundred  and  thirty-four,  and  fifty-two  hundred  and 
thirty-seven  of  the  Bevised  Statutes  shall  be  applicable  in 
the  case  of  the  failure  of  any  national  banking  association 
to  redeem  in  compliance  with  law  the  national  reserve  notes 
issued  to  it. 
oa^'^JfdSdeii^     Sec  24.  That  whenever  the  OomptroUers  of  the  Currency 
In  bank. note  Shall  asccrtaiu  what  deficiency,  if  any,  exists  between  the 
guaranty  Amd.    aggregate  Collection  for  the  benefit  of  the  guaranty  fund 

in  the  case  of  any  failed  bank  and  the  amount  of  its  national 
currency  notes  redeemed  and  to  be  redeemed  from  the  said 
fond,  he  shall  assess  such  deficiency  upon  all  the  national 
banks  in  proportion  to  their  national  currency  notes  out- 
standing at  the  time  of  the  failure  of  such  bank,  said 
assessment,  however,  not  to  exceed  in  any  one  year  one 
per  centum  of  the  amount  of  such  circulation  of  the  sev- 
eral banking  associations,  respectively. 
Oaarant^fimd     gjio.  25.  That  the  Comptrollers  of  the  Currency  be,  and 
^^?n  obiieatiOTs  they  are  hereby,  authorized,  in  their  discretion,  to  cause  to 
states  *  ^^^^^  be  invested  in  any  interest-bearing  obligation  of  the  United 
States,  at  a  price  not  greater  than  a  premium  of  six  per 
centum,  any  portion  of  the  guaranty  fund  hereinbefore 
provided  for;  and  such  securities  shall  be  held  and  dis- 
posed of  for  the  benefit  of  such  fund. 
Interest  to  con.     Sec.  26.  That  all  interest  accruing  from  the  investment 
Sem*enTary°to  of  any  portiou  of  the  aforcsaid  guaranty  fund,  and  all  funds 
bank-note  guar-  reccivcd  in  payment  of  the  taxes  on  circulation  provided 
«nty  un  •         for  in  this  act,  shall  be  held  in  the  division  of  issue  and 

redemption  in  gold  coin  or  in  some  interest-bearing  obliga- 
tion of  the  United  States,  and  shall  be  supplementary  to 
the  guaranty  fund,  each  banking  association  being  credited 
with  its  proper  share  thereof. 
Redemption  Sbo.  27.  That  the  fund  of  five  per  centum  of  outstand- 
ing national  bank  notes  required  to  be  kept  on  deposit  by 
every  national  banking  association  for  the  current  redemp- 
tion of  the  circulating  notes  of  such  association  shall  be 
required  to  be  equal  to  five  per  centum  of  the  national 
reserve  notes  issued  to  it  and  of  its  national  bank  notes 
outstanding,  and  shall  be  in  gold  coin  of  the  United  States; 
and  the  Comptrollers  of  the  Currency  shall  have  authority 
to  provide  for  the  redemption  of  said  national  bank  notes 
and  national  reserve  notes  at  any  or  all  of  the  subtreaa- 
uries  of  the  United  States.  Said  Dotes  shall  be  paid  in 
gold  coin  of  the  United  States,  and  shall  thereupon  be 
returned  to  the  banks  to  which  they  were  origiually  issued, 
subject  to  the  limitations  in  sections  twenty  and  twenty- 
three. 

u^ifeV^*sutSj     ^^^'  ^^'  -^^^^  ®^  much  of  section  three  of  the  act  of  June 
fofredemption.  twentieth,  eighteen  hundred   and  seventy-four,  entitled 

''An  act  fixing  the  amount  of  United  States  notes,  provid- 
ing for  a  redistribution  of  the  national  bank  currency,  and 
for  other  purposes,"  as  reads  ''And  when  the  circulating 
notes  of  any  such  associations,  assorted  or  unassorted, 
shall  be  presented  for  redemption  in  sums  of  one  thousand 
dollars,  or  any  multiple  thereof,  to  the  Treasurer  of  the 
United  States,  the  same  shall  be  redeemed  in  United  States 
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notes,"  be  amended  to  read:  <<And  when  the  circulating 
notes  of  any  such  associations,  assorted  or  unassorted, 
shall  be  presented  for  redemption  in  sums  of  one  thousand 
dollars,  or  any  multiple  thereof,  at  the  Treasury,  or  at  such 
subtreasuries  as  may  be  designated  by  the  OomptroUers  of 
the  Currency,  the  same  shall  be  redeemed  in  gold  coin  of 
the  United  States.  But  nothing  in  this  act  contained  shall 
be  construed  to  impose  upon  the  United  States  any  liabil- 
ity for  the  redemption  of  the  notes  of  any  national  banking 
association,  beyond  the  proper  application  of  the  proceeds 
of  the  bonds  and  of  the  redemption  and  guaranty  funds 
deposited  with  the  division  of  issue  and  redemption  and  ' 
the  enforcement  of  the  remedies  by  this  act  provided." 

Sec.  29.  That  every  national  banking  association  shall  J^^^^l^  Jj 
at  all  times  have  on  hand,  in  gold  coin  of  the  United bTheidlAg^d. 
States,  an  amount  equal  to  at  least  fifty  per  centum  of  the 
cash  reserve  required  by  law  to  be  held  against  deposits: 
Provided^  That  nothing  in  this  section,  except  as  expressly 
provided,  shall  be  construed  io  alter  or  in  any  way  affect 
the  provisions  of  existing  law  governing  the  maintenance 
of  reserves. 

No  contribution  to  the  guaranty  fund  provided  for  in 
section  twenty-three  of  this  act  shall  be  counted  by  any 
national  banking  association  as  a  part  of  its  lawful  reserve. 

Sec.  30.  That  when  the  amount  of  the  national  currency  Tax  on  dnm. 
notes  of  any  nationid  banking  association  issued  under  this  ^^^' 
act  shall,  together  with  its  national-bank  notes  outstand- 
ing, exceed  eighty  per  centum  of  its  capital,  every  such 
national  banking  association  shall  pay,  on  or  before  the 
last  day  of  every  month,  to  the  division  of  issue  and 
redemption  a  tax  imposed  at  the  rate  of  one-half  of  one  per 
centum  per  month  upon  the  average  daily  amount  of  said 
national  currency  notes  in  circulation  in  excess  of  eighty 
X>er  centum  of  its  capital  stock,  and  which  shall  not  have 
been  returned  to  the  comptrollers  for  cancellation  or  cov- 
ered by  an  equal  amount  of  gold  coin  deposited  with  the 
First  Comptroller  for  the  retirement  of  such  notes. 

Sbo.  31.  That  every  national  banking  association  shall,  Bmrii  en  cir. 
within  Ave  days  from  the  first  day  of  each  calendar  month,  leotionof^ 
make  a  return,  under  the  oath  of  its  president  or  cashier, 
to  the  Comptrollers  of  the  Currency,  in  such  form  as  thev 
may  prescribe,  of  the  average  daily  amount  of  its  nationiJ- 
bank  notes  and  national  currency  notes  in  circulation  dur- 
ing the  calendar  month  next  preceding;  and  every  such 
association  shall,  before  the  last  day  of  such  calendar  mouthy 
pay  to  the  division  of  issue  and  redemption,  in  lawM 
money,  the  ftill  amount  of  the  tax  imposed  in  section 
thirty  of  this  act;  and  whenever  any  association  fails  to 
X>ay  the  taxes  in^)osed  by  this  act,  the  sums  due  may  be 
collected  in  the  manner  provided  for  the  collection  of  taxes, 
or  said  First  Comptroller  may  reserve  the  amount  so  due 
out  of  the  interest  as  it  may  become  due  on  any  bonds 
deposited  with  him  by  such  defaulting  association;  and 
while  such  default  continues  no  further  amount  of  circu- 
lating notes  shall  be  issued  to  such  defaulting  association* 
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Tax  on  fran.     Seo.  32.  That  every  national  banking  association  shall 
•***^  pay  to  the  Treasurer  of  the  United  States  each  half  year, 

in  the  months  of  January  and  July,  on  or  before  the 
thirtieth  day  thereof,  a  tax  of  one-eighth  of  one  per  centam 
upon  the  v£Jue  of  its  franchise,  as  meaisured  by  the  aggre- 
gate amount  of  its  capital,  surplus,  and  undivided  profits 
upon  the  last  day  of  the  calendar  month  next  pre<^Dg. 
But  in  the  case  of  any  national  banking  association  takiog 
out  reserve  notes  this  tax  shall  be  remitted,  at  the  rate  of 
one-half  of  one  per  centum  per  annum,  on  the  amount  of 
^       the  reserve  notes  issued  to  it  and  outstanding.    The  taxes 
thus  paid  to  the  Treasurer  of  the  United  Stotes  shall  be 
held  as  a  separate  fund  for  paying  the  expenses  of  the  office 
of  the  Comptrollers  of  the  Currency  and  the  expenses  of 
issuing  and  redeeming  the  several  classes  of  notes  as  pro- 
vided in  this  act.    And  the  surplus,  if  any,  shall  be  covered 
into  the  Treasury  of  the  United  States  as  a  miscellaneoiis 
receipt.    Sections  fifty-two  hundred  and  fourteen,  fifty-two 
hundred  and  fifteen,  fifty-tiro  hundred  and  sixteen,  and 
fifty-two  nundred  and  seventeen  of  the  Bevised  Statutes  of 
the  United  States  are  hereby  repealed.    But  nothing  in 
this  section  contained  shall  be  so  construed  as  in  any  man- 
ner to  release  any  national  banking  association  from  any 
liability  for  taxes  or  penalties  incurred  prior  to  the  passage 
of  this  act. 
Banks  going      Sbc.  33.  That  ovcry  bank  going  into  liquidation,  volan- 
Bto  uquidation.  ^^^  ^^  iuvoluutary,  shall,  prior  to  the  payment  of  its 

creditors  other  than  noteholders,  and  the  distribution  of 
any  of  its  assets  to  its  shareholders,  deposit  with  the  First 
Comptroller  gold  coin  of  the  United  States  to  such  an 
amount  that  its  total  deposits  of  such  gold  coin  shall  equal 
the  full  amount  of  its  outstanding  national  currency  notes 
and  its  assessments  provided  for  by  this  act. 
Capital  re-      Seo.  34.  That  sectiou  fifty-one  hundred  and  thirty-eight 

qniiod.  ^f  ^Yie  Revised  Statutes  of  the  United  States  be  amended 

to  read  as  follows:  ^'No  association  shall  be  organized 
under  this  title  in  a  city  the  population  of  which  exceeds 
fifty  thousand  inhabitants  with  a  less  capital  than  two 
hundred  thousand  dollars.  Ko  association  shall  be  organ- 
ized with  a  less  capital  than  one  hundred  thousand  dollars, 
except  that  banks  with  a  capital  of  not  less  than  fifty  thou- 
sand dollars  may,  with  the  approval  of  the  Comptrollers 
of  the  Currency,  be  organized  in  any  place  the  x)opulation 
of  which  does  not  exceed  six  thousand  inhabitants,  and 
that  banks  with  a  capital  of  not  less  than  twenty-five  thou- 
sand dollars  may,  with  the  approval  of  the  Comptrollers  of 
the  Currency,  be  organized  in  any  place  the  iM>pu]ation 
of  which  does  not  exceed  three  thousand  inhabitants.'' 
Branch  banka     Seo.  35.  That  it  Shall  be  lawful  for  any  national  banking 

anthoriMd.       associatiou  to  establish  branches  under  such  rules  and 
regulations  as  may  be  prescribed  by  the  Comptrollers  of 
the  Currency. 
Banknotesnot     Sbg.  36.  That  SO  much  of  sectiou  fifty-one  hundred  and 

IJJ^^g^^^J^y  eighty-two  of  the  Revised  Statutes  of  the  United  States  as 
provides  that  the  circulating  notes  of  national  banking 
associations  shall  be  received  at  par  ^^  for  all  salaries  and 
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Other  debts  and  demands  owing  by  the  United  States  to 
individuals,  corporations,  and  associations  within  the 
United  States,  except  interest  on  the  public  debt  and  in 
redemption  of  the  national  currency,"  be,  and  the  same  is 

hereby,  repealed.  Kxaminmtion 

Sec.  37.  That  the  examination  of  the  affairs  of  every  of  iMmka. 
national  banking  association  authorized  by  existing  laws 
shall  take  place  at  least  twice  in  each  calendar  year,  and 
as  much  ofteuer  as  the  Oomptrollers  of  the  Currency  shall 
consider  necessary  in  order  to  furnish  a  full  and  complete 
knowledge  of  its  condition;  and  the  person  making  such 
examination  shall  have  power  to  call  together  a  quorum  of 
the  directors  x)f  such  association,  who  shall,  under  oath, 
state  to  such  examiner  the  character  and  circumstances  of  ' 
such  of  its  loans  or  disc/Ounts  as  he  may  designate;  and 
from  and  after  the  passage  of  this  act  all  bank  examiners 
shall  receive  fixed  salaries,  the  amount  whereof  shall  be 
determined  by  the  Secretary  of  the  Treasury;  but  the 
expense  of  the  examination  herein  provided  for  shall  be 
assessed  by  the  Comptrollers  of  the  Currency  upon  the 
associations  examined. 

Sec  38.  That  no  association  shall  hereafter  make  any  ,„&?f?**J^JKJ' 
loan  or  grant  any  gratuity  to  any  examiner  of  such  associ-  inen  forbidden, 
ation.  Any  association  offending  against  this  provision 
shall  be  deemed  guilty  of  a  misdemeanor,  and  shall  be  fined 
not  more  than  one  thousand  dollars  and  a  fhrther  sum 
equal  to  the  money  so  loaned  or  gratuity  so  given ;  and  the 
officer  or  officers  of  such  association  who  shall  make  such 
loan  or  grant  such  gratuity  shall  be  likewise  deemed  guilty 
of  a  misdemeanor,  and  shall  be  fined  not  to  exceed  five 
hundred  dollars.  And  any  examiner  accepting  a  loan  or 
gratuity  from  any  association  examined  by  him  shall  be 
deemed  guilty  of  a  misdemeanor,  and  shall  be  fined  not 
more  than  five  hundred  dollars  and  a  further  sum  equal  to 
the  money  so  loaned  or  gratuity  given,  and  shall  be  forth- 
with dismissed  from  the  service. 

Sec.  39.  That  the  Comptrollers  of  the  Currency,  in  ^^^  ^^ 
addition  to  the  reports  provided  for  by  existing  laws,  shall  ^'^  ^' 
have  authority  to  call  for  such  other  reports,  regular  or 
special,  as  he  may  deem  advisable;  and  such  reports  shall 
be  rendered  in  such  form  as  the  Comptrollers  may  pre- 
scribe; but  nothing  herein  contained  shall  be  construed  to 
require  the  publication  of  such  additional  reports  by  each 
association  in  the  manner  prescribed  for  other  reports  now 
rendered. 

Sec.  40.  That  after  the  passage  of  this  act  no  national  ^  ^^^^  "«*•• 
banking  association  shall  be  granted  an  extension  or  re-  g^zauon?'^  "^ 
newal  of  its  charter,  and  no  national  banking  association 
shall  be  granted  a  certificate  of  organization,  unless  such         ^ 
association  shall  have  taken  out  in  the  manner  prescribed 
herein  an  amount  of  national  reserve  notes  equal  to  at  least 
twenty-five  per  centum  of  its  capital,  subject  to  the  exemp- 
tions provided  in  section  nineteen  of  this  act. 

Sec.  41.  That  any  national  banking  association  hereto-  y^j^uJ^'tf^jf®' 
fore  organized  may,  at  any  time  within  one  year  from  the^^' 
passage  of  this  act,  and  with  the  approval  of  the  Comptrol- 
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lers  of  the  Gnrrency,  be  granted,  as  herein  provided,  all  the 
rights  and  be  subject  to  all  the  liabilities  of  national  bank- 
ing associations  organized  hereunder:  Providedj  That  such 
action  on  the  part  of  such  associations  shall  be  authorized 
by  the  consent  in  writing  of  shareholders  owning  not  less 
than  two-thirds  of  the  capital  stock  of  the  association. 
Any  national  banking  association  now  organized  which 
shall  not  within  one  year  after  the  passage  of  this  act 
become  a  national  banking  association  under  the  pro- 
visions of  this  act,  and  which  shall  not  place  in  the  hands 
of  the  Treasurer  of  the  United  States  the  sums  herein- 
before provided  for  the  redemption  and  guaranty  of  its 
circulating  notes,  or  which  shall  fail  to  comply  with  any 
^  other  provision  of  this  act,  shall  be  dissolved;  but  such 
dissolution  shall  not  take  away  or  impair  any  remedy 
against  sucU  corporation,  its  stockholders  or  officers,  for 
any  liability  or  penalty  which  shall  have  been  previously 
incurred, 
state  bankt     Seo.  42.  That  any  bank  or  banking  association  incorpo- 

under  twaSS!**  rated  by  special  law  of  any  State,  or  organized  under  the 

general  laws  of  any  State,  and  having  a  paid-up  and  unim- 
paired capital  sufftcient  to  entitle  it  to  become  a  national 
banking  association  under  the  provisions  of  this  act,  may, 
by  the  consent  in  writing  of  the  shareholders  owning  not 
less  than  two-thirds  of  the  capital  stock  of  such  bank  or 
banking  association,  and  with  the  approval  of  the  Comp- 
trollers of  the  Currency,  become  a  national  bank  under  this 
system,  under  its  former  name  or  by  any  name  approved 
by  the  Comptrollers.  The  directors  thereof  may  continue 
to  be  the  directors  of  the  association  so  organized  until 
others  are  elected  or  appointed  in  accordance  with  the  pro- 
visions of  law.  When  the  Comptrollers  of  the  Currency 
have  given  to  any  such  bank  or  banking  association  a  cer- 
tificate that  the  provisions  of  this  act  have  been  complied 
with,  such  bank  or  banking  association,  and  aU  its  stock- 
holders, officers,  and  employees,  shall  have  the  same 
powers  and  privileges  and  shaU  be  subject  to  the  same 
duties,  liabilities,  and  regulations  in  all  respects  as  shall 
have  been  prescribed  for  associations  originally  organized 
as  national  banking  associations  under  tlus  act. 
Bxtension  of     Seo.  43.  That  scction  fifty-one  hundred  and  thirty-six  of 

powers  of  bank..  ^^^  Revised  Statutes  is  hereby  amended  by  inserting  after 

the  word  "  discounting,"  in  the  seventh  clause  relating  to 
incidental  powers,  the  words  "buying,  selling,"  so  that 
such  portion  of  said  clause  will  read  as  follows:  ^^  By  dis- 
counting, buying,  selling,  and  negotiating  promissory  notes, 
drafts,  bills  of  exchange,  and  other  evidences  of  debt." 
Hodiflcationof     Sec.  44.  That  SO  much  of  section  nine  of  an  act  entitled 

!!f*<S?i^^t2*iT.  "-^^  ®^*  ^  enable  national  banking  associations  to  extend 

iatence.  their  Corporate  existence,  and  for  other  purposes,"  approved 

July  twelfth,  eighteen  hundred  and  eighty- two,  as  reads  as 
follows,  "And  no  national  bank  which  makes  any  deposit 
of  lawful  money  in  order  to  withdraw  its  circulating  notes 
shall  be  entitled  to  receive  any  increase  of  its  circulation 
for  the  period  of  six  months  from  the  time  it  made  such 
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deposit  of  lawful  money  for  the  purpose  aforesaid:  Pro- 
vided^ That  not  more  than  three  millions  of  dollars  of  law- 
ful money  shall  be  deposited  daring  any  calendar  month 
for  this  purpose:  Andprovidedj  That  the  provisions  of  this 
section  shall  not  apply  to  bonds  called  for  redemption  by 
the  Secretary  of  the  Treasury,  nor  to  the  withdrawal  of 
circulating  notes  in  consequence  thereof,"  be,  and  the  same 
is  hereby,  repealed;  and  the  Comptrollers  of  the  Currency 
are  hereby  authorized  and  directed  to  have  prepared  and 
keep  on  hand,  ready  for  delivery  on  application,  blank 
notes  to  such  an  amount  as  he  may  deem  advisable  for 
each  national  banking  association  having  circulation. 

Sec.  45.  That  nothing  contained  in  this  act  shall  be  con-  pi^*^^^*^** 
strued  to  alter  or  affect  any  vested  rights  of  property  or  "**^ 
contract,  or  any  penalties  incurred  before  the  taking  effect 
of  this  act,  or  any  part  of  it. 

Sec.  46.  That  all  provisions  of  law  inconsistent  with  or    "general  r*- 
superseded  by  any  of  the  proiiisions  of  this  act  be,  and  the      "' 
same  are  hereby,  repealed. 
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JUHX  15, 1898. — Committed  to  the  Committee  of  the  Whole  Honse  on  the  state  of  the 

Union  and  ordered  to  be  printed. 


Mr.  MgOlsaby,  from  the  Committee  on  Banking  and  Carrency^  sub- 
mitted the  following 

REPORT. 

[To  accompany  H.  B.  10289.] 

The  Committee  on  Banking  and  Currency,  having  had  under  con- 
sideration House  bill  10289,  respectfully  report  as  foUows: 

The  purposes  of  this  bill,  as  declared  in  its  title,  are  the  strengthen- 
ing of  the  public  credit,  the  relief  of  the  United  States  l^easury,  and 
the  amendment  of  the  laws  relating  to  national  banking  associations. 
The  bill  is  framed  to  accomplish  the  first  two  of  these  results  without 
contracting  the  currency,  without  the  issue  of  interest-bearing  bonds, 
and  without  cost  to  the  Treasury  of  the  United  States.  The  protection 
of  the  Treasury  from  demands  for  gold  and  from  the  necessity  for  issu- 
ing bonds  is  accomplished  by  imposing  upon  the  national  banks  the 
current  redemption  of  the  Government  notes.  The  amendment  of  the 
national  banking  laws  is  intended  to  afford  a  test,  in  a  conservative 
and  limited  manner,  of  the  system  of  basing  note  issues  upon  the  com- 
mercial business  of  the  country,  with  the  purpose  of  affording  in  the 
near  future  a  sufQcient  supply  of  currency  in  every  part  of  the  country 
at  all  seasons  of  the  year,  extending  credit  acconmiodations,  and  thereby 
reducing  the  rate  of  interest  to  borrowers. 

The  first  eleven  sections  of  the  bill  relate  to  operations  of  the  GDreasury ; 
the  remaining  sections  cover  amendments  to  the  national  banking  act. 

WOBK  OF  THB  TBEASUBY  DIVIDED. 

The  bill  divides  the  operations  of  the  Treasury.  The  fiscal  operations 
of  collecting  revenues  and  disbursing  them  for  Government  expendi- 
tures are  left  as  at  present,  but  a  new  division  is  created,  to  be  known 
as  the  division  of  issue  and  redemption.  This  division  is  to  be  under 
the  charge  of  three  comptrollers  of  the  currency,  who  take  the  place 
of  the  present  Comptroller  and  assistant  comptroller.  All  matters 
relating  to  the  issue,  redemption,  and  exchange  of  currency,  whether 
coin,  Ck>vemment  notes,  or  bank  notes,  are  intrusted  to  the  division  of 
issue  and  redemption.  The  Secretary  of  the  Treasury  is  authorized 
to  transfer  to  it  all  funds  in  excess  of  a  cash  balance  of  $50,000,000 
and  all  gold  and  silver  coin  and  bullion  now  held  in  the  Treasury  for 
the  purpose  of  redeeming  United  States  notes,  Treasury  notes,  and  cer- 
tificates.   The  Secretary  of  the  Treasury  is  also  authorized  to  transfer 
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to  this  division  from  time  to  time  such  surplus  revenues  as  ttieTreasoiy 
may  contain,  and  to  issue  short-term  Treasury  certificates,  if  necessary, 
for  the  sole  purpose  of  replenishing  the  reserve. 

The  division  of  issue  and  redemption  is  required  to  redeem  United 
States  notes  and  Treasury  notes  in  gold,  to  exchange  gold  coin  for  sil- 
ver dollars  and  silver  dollars  for  gold  coin  or  other  lawful  money;  to 
redeem  silver  certificates  in  silver  dollars,  and  to  make  other  ordinary 
exchanges  of  currency.  United  States  notes  redeemed  in  gold  are, 
from  time  to  time,  to  be  canceled.  The  division  must  maintain  a  gold 
reserve  of  25  per  cent  of  the  outstanding  United  States  notes  and 
Treasury  notes  and  5  per  cent  of  the  silver  dollars  which  have  been 
coined. 

THE  EXCHANGE  OF  THE  GREENBACKS. 

The  present  outstanding  issues  of  United  States  notes  known  as 
<^ greenbacks"  will  cease  to  be  a  burden  upon  the  Treasury  for  redemp- 
tion in  gold,  so  far  as  they  are  exchanged  by  national  banks  for  national 
reserve  notes. 

I^ational  reserve  notes  are  a  new  form  of  currency  provided  by  the 
bill,  in  place  of  the  existing  greenbacks.  They  are  not,  properly  speak- 
ing, bank  notes.  They  are  Government  notes  whose  current  redemp- 
tion is  provided  for  by  the  banks.  They  are  legal  tender  and  are 
intended  for  circulation  as  currency  or  for  use  in  the  reserves  of  the 
banks  in  exactly  the  same  manner  as  the  existing  greenbacks.  National 
reserve  notes  are  to  be  issaed  to  any  national  bank  to  any  amount  not 
exceeding  its  paid-up  capital,  upon  its  surrender  to  the  Treasury  of  an 
equal  amonnt  of  greenbacks. 

The  United  States  notes  thus  received  are  canceled  and  destroyed. 
The  banks  taking  reserve  notes  are  required  to  contribute  to  the  cur- 
rent redemption  fund  held  in  the  Treasury  5  per  cent  of  the  amount  of 
their  reserve  notes  in  gold  coin,  and  to  replenish  this  reserve  whenever 
it  is  reduced  by  the  redemption  of  the  reserve  notes. 

The  money  in  circnlation  is  not  reduced  by  any  of  the  preceding  pro- 
visions. National  reserve  notes  take  the  place  of  the  greenbacks  for 
which  they  are  exchanged,  and  gold  coin  takes  the  place  of  greenbacks 
which  are  directly  redeemed. 

Existing  national  banks  are  required  to  take  reserve  notes  to  the 
amount  of  25  per  cent  of  their  capital,  but  two  privileges  are  offered 
the  banks  in  compensation  for  their  assumption  of  the  current  redemp- 
tion of  the  notes.  One  of  these  is  the  privilege  of  issuing  currency 
notes  upon  general  assets,  as  set  forth  under  the  next  general  head. 
The  second  privilege  is  partial  remission  of  the  tax  of  one-fourth  of 
1  per  cent  per  year  levied  by  the  bill  ux>on  the  capital,  surplus,  and 
undivided  profits  of  each  bank.  The  remission  thus  allowed  is  at  the 
rate  of  one-half  of  1  per  cent  per  year  of  the  amount  of  reserve  notes 
issued  to  the  bank. 

National  reserve  notes  may  be  recalled  from  the  banks  to  which  they 
have  been  issued  by  the  Secretary  of  the  Treasury  in  equitable  propor- 
tions and  distributed  to  new  national  banks,  which  are  required  to  pay 
for  them  in  gold  coin  after  the  United  States  notes  cease  to  be  available. 
The  withdrawal  of  reserve  notes  does  not  reduce  the  limit  of  currency 
based  upon  commercial  assets. 

BANK-NOTE  CX7RRENCY. 

National  banks  having  charters  under  the  old  law  may  continne  to 
issue  currency  as  at  present.    The  minimum  amount  of  bonds  required 
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npon  the  passage  of  the  bill  is  the  same  as  nnder  existing  law — 25  per 
eent  of  the  capital,  but  not  exceeding  $50,000 — ^bnt  banks  may  issue 
notes  upon  all  their  bond  deposits  to  the  par  value  of  the  bonds  (and  to 
the  full  amount  of  their  capital),  instead  of  90  per  cent,  as  at  present. 
Beginning  four  years  after  the  passage  of  the  act,  any  bank  may  with- 
draw the  bonds  deposited  to  secure  circulation  at  the  rate  of  25  per 
cent  of  the  required  deposits  per  year,  and  may  withdraw  those  in  excess 
of  the  minimum  requirement  at  any  time. 

The  privilege  of  issuing  currency  based  upon  commercial  assets, 
without  the  deposit  of  United  States  bonds,  is  granted  to  national 
banks  to  the  amount  of  40  per  cent  of  their  paid-up  capital,  but  only 
upon  condition  that  notes  secured  by  bonds  and  national  reserve  notes 
are  taken  in  equal  amounts.  Thus  a  bank  organized  under  this  bill 
having  a  capital  of  $100,000  is  required  to  take  out  $25,000  in  national 
reserve  notes  and  to  have  on  deposit  in  the  Treasury  $25,000  of  United 
States  bonds,  against  which  it  may  issue  $25,000  in  national-bank  notes. 
It  may  also  issue  $25,000  additional  in  such  notes  based  upon  commer- 
cial assets,  and  may  increase  such  issues  if  it  increases  also  its  bond 
deposits  and  its  holdings  of  reserve  notes  in  equal  proportions.  This 
process  may  be  continued  up  to  the  point  where  the  amount  of  notes 
secured  by  bonds,  the  amount  of  notes  not  thus  secured,  and  the 
amount  of  national  reserve  notes  are  each  equal  to  40  per  cent  of  the 
paid-up  capital,  making  an  aggregate  of  $80,000  in  bank  notes  and 
$40,000  in  reserve  notes. 

When  circulation  is  issued  in  excess  of  80  per  cent  of  the  paid-up 
capital,  exclusive  of  issues  of  reserve  notes,  the  excess  is  liable  to  a 
tax  of  one-half  of  1  per  cent  monthly.  But  bond-based  notes  may  be 
issued  to  the  full  amount  of  the  capital  without  any  tax  on  them. 

All  paper  money  except  silver  certificates  shall  be  in  denominations 
of  $10  and  higher.  Silver  certificates  issued  by  the  Treasury  shall  be 
in  denominations  of  $1,  $2,  and  $5  only. 

THE  REDEMPTION  OF  NOTES. 

The  burden  of  the  current  redemption  of  paper  currency  rests  upon  the 
banks.  They  are  required  to  redeem  their  reserve  notes  over  their  own 
counters,  and  to  maintain  in  the  Treasury  a  5-per-cent  gold  fund  for 
current  redemption  of  the  notes  in  gold.  The  reserve  notes  are  guar- 
anteed by  the  Government  to  be  ultimately  redeemed  in  gold  from  its 
own  resources  upon  failure  or  liquidation  of  the  bank  to  which  they 
may  have  been  issued.  Eeserve  notes  redeemed  by  the  Government 
may,  at  its  option,  be  reissued  to  new  banks. 

The  current  redemption  of  currency  notes  not  secured  by  United 
States  bonds  may  be  provided  for  through  clearing-house  districts 
under  regulations  prescribed  by  the  Comptrollers  of  the  Currency. 

The  currency  notes  are  redeemed,  in  case  of  failure  of  the  issuing 
bank  to  redeem  them,  from  a  gold  guaranty  fund  in  the  custody  of  the 
Secretary  of  the  Treasury,  known  as  the  bank-note  guaranty  frind, 
which  is  made  up  by  each  bank  which  takes  out  circulation  upon  its 
commercial  assets  contributing  in  gold  5  per  cent  of  its  asset  circula- 
tion. Upon  the  failure  of  a  bank,  its  notes  shall  be  immediately 
redeemed  from  this  fund  and  the  fund  reimbursed  from  the  assets  of 
the  faUed  bank.  Bank  notes  form  a  first  lien  upon  the  assets  and 
have  behind  them  also  the  individual  liability  of  the  stockholders  for 
assessment  up  to  the  amount  of  their  stock.  Should  these  sources  fail 
to  folly  reimburse  the  ftLnd,the  Treasury  may  make  an  assessment 


94         STRENGTHENING  THE  PUBLIC  CREDIT,  ETC. 

upon  fche  national  banks  issning  asset  circnlatlon  to  reimburse  it,  bat 
these  assessments  shall  not  in  any  one  year  exceed  1  per  cent  of  the 
asset  circulation. 

MISCELLANEOnS  PBGYISIGNS. 

Existing  national  banks  may  continue  to  do  business  under  their 
present  charters  upon  acceptance  of  the  new  law,  but  must  comply 
with  the  requirement  for  taking  out  25  per  cent  of  their  capital  in 
reserve  notes. 

Branch  banks  may  be  established  in  the  discretion  of  the  Secretary 
of  the  Treasury. 

Stringent  regulations  are  provided  for  the  examination  and  conduct 
of  national  banks. 

The  reserve  requirements  in  relation  to  banks  are  the  same  as  under 
the  present  law,  except  that  50  per  cent  of  the  reserves  required  to  be 
kept  actually  in  the  bank  must  be  in  gold. 

Banks  are  required  to  pay  a  tax  of  one-quarter  of  one  per  cent  per 
year  upou  their  capital,  surplus,  and  undivided  profits.  The  existing 
tax  of  1  per  cent  per  year  upon  circulation  is  repealed. 

NECESSITY  FOB  PROTECTING  THE  TREASURY. 

The  necessity  of  so  protecting  the  Treasury  as  to  strengthen  the  pub- 
lic credit  ought  not  to  be  a  subject  of  dispute  among  those  familiar 
with  the  events  of  the  last  five  years.  The  essential  purpose  oftbe 
bill  in  this  respect  is  to  relieve  the  Treasury  from  the  burden  of  the  con- 
stant redemption  of  Government  paper  money  and  to  obviate  the  neces- 
sity of  selling  interest-bearing  bonds  running  for  a  long  term  in  order 
to  obtain  gold  for  the  continued  and  repeated  redemption  of  the  notes. 

By  reference  to  Tables  2  and  3  in  the  appendix  to  this  report,  it  will  be 
seen  that  the  redemption  of  United  States  notes  during  the  years  1892 
to  1897,  inclusive,  amounted  to  $455,025,847,  or  more  than  $91,000,000 
a  year.  This  annual  average  redemption  amounted  to  almost  the  total 
of  the  gold  redemption  fund,  thus  requiring  practically  a  complete 
replacement  of  the  fund  each  year.  This  necessity  resulted  in  the 
issue  of  long-term  interest-bearing  bonds,  amounting  to  more  than 
$262,000,000. 

It  does  not  matter  what  view  is  taken  of  the  responsibility  for  the 
condition  in  which  the  Treasury  has  been  found  during  the  last  five 
years.  If  any  political  organization  or  any  error  of  administration  at 
the  Treasury  Department  is  responsible  for  these  events,  it  only  empha- 
sizes the  necessity  of  placing  our  currency  system  beyond  the  reach  of 
political  accidents.  Our  financial  system  should  be  such  that  no 
Administration,  without  radical  change  of  law,  should  have  the  power 
to  involve  the  commercial  business  of  the  country  in  disaster  because 
the  fiscal  and  banking  operations  of  the  Treasury  might  not  be  wisely 
conducted.  This  is  one  of  the  essential  purposes  of  the  bill  reported 
by  your  committee — to  separate  the  operations  of  the  fiscal  service  of 
the  Government  from  the  operations  of  commercial  banking. 

There  can  be  no  question  of  the  benefits  to  the  Treasury  and  to  the 
public  credit  in  relieving  the  Treasury  of  the  constant  necessity  of 
redeeming  demand  obligations.  Such  objections  as  have  been  made  to 
methods  heretofore  proposed  for  terminating  these  conditions  are,  we 
believe,  obviated  by  the  plan  herewith  reported. 

Your  committee  propose  to  relieve  the  Treasury  absolutely  of  the  obli- 
gation of  finding  gold  for  the  redemption  of  a  very  large  proportion  of  the 
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legal- tender  notes,  and  we  believe  that  the  small  amount  of  such  notes  left 
outstanding  will  be  given  such  enhanced  credit  by  the  operation  of  this 
bill  that  they  will  never  again  become  a  menace  to  the  public  credit  and 
never  bring  in  question  the  ability  of  the  United  States  to  fulfill  the 
mandate  of  the  act  of  ^NTovember  1,  1893^^Hhe  maintenance  of  the 
parity  in  value  of  the  coins  of  the  two  metals,  and  the  equal  x>ower  of 
every  dollar  at  all  times  in  the  markets  and  in  the  payment  of  debts." 

EFFECTS  OF  DOUBT  ABOUT  THE  PARITY. 

The  importance  of  maintaining  unquestioned  and  unimpaired  the 
parity  of  all  our  forms  of  money  is  such  that  it  involves  almost  every 
transaction  of  life,  and  peculiarly  the  volume  of  business,  the  safety  of 
investments,  the  value  of  penmons  and  insurance  policies,  and  the 
legitimate  profits  of  agricultural,  industrial,  and  mercantile  enterprises. 
From  1893  to  1896  the  United  States,  by  heroic  efforts,  succeeded  in 
preventing  any  depreciation  of  their  paper  currency,  but  the  mere  sus- 
picion of  the  x>ossibility  that  such  a  depreciation  might  occur  was 
among  the  pot^t  causes  of  the  shrinkage  of  values  and  the  paralysis 
of  industry. 

Some  conception  of  the  effects  of  this  uncertainty  may  be  formed 
from  the  fact  that  the  transactions  of  the  Kew  York  clearing  house 
shrunk  from  $36,279,905,236  for  the  year  ending  October  1,  1892,  to 
$24,230,145,368  for  the  year  ending  October  1,  1894.  The  clearings 
throughout  the  leading  cities  of  the  country  showed  a  shrinkage  in  the 
same  period  from  $61,017,839,067  to  $45,028,496,746.  Figures  like  these 
measure,  in  some  slight  degree,  the  reduction  in  the  volume  of  busi- 
ness, in  the  earnings  of  the  people,  and  in  the  employment  for  labor. 
There  can  be  no  doubt,  also,  that  the  withdrawal  of  foreign  capital  as 
the  result  of  like  uncertainly  regarding  the  maintenance  of  the  parity 
of  all  our  forms  of  money  added  to  the  tendency  to  panic  by  the  per- 
sistent withdrawal  of  gold,  and  diminished  the  productive  resources  of 
the  country. 

HOW  THB  PABITY  OF  COINS  IS  MAINTAINED. 

It  is  the  permanent  policy  of  this  nation  that  the  making  of  coins 
shall  be  vested  exclusivdy  in  the  Oovemment.  The  Government 
makes  the  coins  out  of  several  metals,  each  designed  to  serve  the  peo- 
ple in  the  special  way  for  which  it  is  best  fitted.  The  Government  has 
declared  itself  in  duty  bound  to  preserve  the  parity  of  its  coins. 

How  is  the  parity  maintained  t  The  value  of  the  silver  in  a  silver 
dollar  is  much  less  than  the  value  of  the  gold  in  a  gold  dollar,  yet  a 
silver  dollar  will  buy  as  much  as  a  gold  dollar  will  buy.    Why  t 

There  is  a  certain  amount  of  money  of  small  denomination  absolutely 
needed  by  the  people  of  the  country  for  their  ordinary  retail  transac- 
tions. Silver  serves  this  purpose  admirably.  It  has  been  found  that 
so  long  as  the  limit  is  not  exceeded  there  is  comparatively  little  trouble 
in  maintaining  at  a  parity  with  gold  the  amount  of  silver  legitimately 
demanded  by  business.  In  order  that  the  business  demands  for  silver 
may  be  fully  met  and  satisfied,  and  yet  that  no  more  shall  be  forced 
into  the  channels  of  trade  than  is  needed,  our  Government  has  adopted 
the  following  plan: 

1.  The  coinage  of  silver  is  on  Government  account;  that  is,  the  Gov- 
ernment controls  the  volume  of  the  silver  coinage. 

2.  In  making  payments  for  materials  or  services,  and  in  the  payment 
of  obligations^  it  pays  out  as  much  silver  as  is  desired.    It  also  holds 
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itself  ready  to  pay  oat  silyer  in  exchange  for  other  forms  of  money.  In 
these  ways  it  gets  silver  into  drcalation,  meeting  in  some  measure  the 
legitimate  demands  for  snch  money. 

3.  The  Government  stands  ready  to  receive  silver  at  any  time  as  the 
eqnivalent  of  gold  in  payments  dne  to  it.  In  this  way,  by  indirect 
redemption  in  gold,  the  silver  is  kept  in  the  minds  of  the  people  as  the 
eqnivf^ent  of  gold,  and  at  the  same  time  a  reservoir  is  provided  for 
any  snrplns  which  the  channels  of  trade  may  desire  to  rid  themselves 
of.  And,  as  has  more  than  once  been  announced  by  the  Treasury 
Department,  and  as  provided  in  the  bill  herewith  reported,  the  Gov- 
ernment will,  if  necessary,  give  gold  coin  in  exchange  for  silver  coin. 

The  method  by  which  the  Government  redeems  its  pledge  to  main- 
tain the  parity  of  the  metals  is,  then,  first,  by  so  regulating  the  volome 
of  silver  coin  in  drcnlation  as  to  meet  as  nearly  as  possible  the  demands 
of  business,  which  are  quite  constant;  and,  second,  by  making  silver 
eoin  indirectly  or  directly  interchangeable  with  gold  at  the  T^asnry. 

Becognizing  it  as  part  of  the  permanent  policy  of  this  country  that 
the  Government  shall  maintain  the  parity  of  its  coins,  the  bill  reported 
by  your  committee  has  sought  to  render  the  performance  of  this  duty 
as  safe  and  easy  as  possible.  The  biU  provides  that  hereafter  no  United 
States  note  or  Treasury  note  of  1890  or  national-bajik  note  shall  be 
issued  in  denominations  of  less  than  910,  and  that  silver  certificates 
shall  be  of  the  denominations  of  $1, 92,  and  95.  This  arrangement  will 
give  to  silver,  in  the  form  of  coin  and  certificates,  practically  the  whole 
field  for  use  as  the  money  of  retail  trade,  thus  making  the  demand  for 
sOver  large  and  steady.  By  reference  to  Table  8  in  the  appendix  the 
present  actual  demand  for  9I9  92,  and  95  bills  can  be  seen.  Oarefol 
computations  show  that  by  this  arrangement  nearly  95  per  cent  of  all 
the  silver  coin  now  in  the  country  may  be  given  employment  in  the 
regular  channels  of  trade.  It  is  expected,  therefore,  that  comparative^ 
little  silver  will  find  its  way  to  the  Treasury,  either  on  payment  of  dues 
or  to  be  exchanged  for  gold,  and  that  public  dues  will  be  paid  aknost 
entirely  in  gold.  Thus  the  burden  of  the  Government  in  maintaining 
the  parity  will  be  reduced  to  the  minimum,  while  its  ability  to  do  so  will 
be  raised  to  the  maximum. 

THE  DIVISION  OF  ISSUB  AND  BEBEMPTIGN. 

The  gold  reserve,  held  for  the  purpose  of  maintaining  the  parity  of 
our  various  forms  of  Gk>vemment  coin  and  paper,  has  always  been  held 
in  the  general  cash  of  the  Treasury.  This  arrangement  has  long  been 
deplorM  by  thoughtful  people,  because  it  leaves  this  fund,  a  depletion 
of  which  would  entail  such  direful  consequences  on  the  country,  to  the 
varying  fortunes  of  revenue  receipts.  This  fund  was  providw  for  a 
specific  purpose,  and  should  be  held  apart  from  the  general  finds  of  the 
Treasury.  Then  if  there  should  be  any  trouble  we  shall  know  how  to 
locate  and  correct  it.  Moreover,  it  is  expected  that  under  the  opera- 
tions of  this  bill  the  Treasury  will  be  relieved  from  the  burden  of  the 
current  redemption  of  its  demand  notes,  so  that  the  reserve  fund  will, 
before  long,  be  materially  reduced.  With  the  view,  therefore,  of  sepa- 
rating the  financial  operations  of  the  Gk>vernment  from  its  fiscal  opera- 
tions, the  bill  provides  for  a  new  division  in  the  Treasury  Department, 
to  be  known  as  the  division  of  issue  and  redemption.  To  this  division 
is  assigned  the  duty  of  acting  as  custodian  of  the  funds  for  maintain- 
ing coin  parity  and  of  the  redemption  and  guaranty  funds  of  the 
national  banks,  and  by  it  all  exchanges  called  for  to  accommodate  the 
people  in  securing  such  form  of  money  as  will  best  serve  their  legitimate 
purposes,  so  far  as  this  duty  continues  with  the  Gk>vernment,  shall  be 
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made.  In  order  tbat  the  exceedingly  important  work  of  this  division, 
including  the  supervision  of  all  the  national  banks,  may  be  done  most 
efficiently,  the  bill  provides  for  a  board  of  three  comptrollers,  with  long 
terms  and  with  the  appointments  so  arranged  as  to  secure  skilled  and 
experienced  supervision  and  control. 

THE  DISADVANTAGES  OF  GOVERNMENT  BANKING. 

The  issue  of  government  paper  to  circulate  as  money  is  not  approved 
by  the  experience  of  any  civilized  state.  It  is  not  necessary  for  your 
comnnttee  to  refer  to  the  notorious  incidents  of  the  French  assignats, 
nor  the  discredited  issues  of  our  own  country  during  the  war  of  the 
devolution.  Cases  less  conspicuous  are  those  of  the  Austro-  Hungarian 
monarchy,  which  resorted  to  this  method  of  finance  in  1847  and  gave 
forced  legal-tender  character  to  its  treasury  issues.  The  result  was  the 
perpetuation  of  a  premium 'upon  gold,  which  has  not  yet  been  termi- 
nated. The  experience  of  the  South  American  countries,  if  it  should  be 
presented  by  your  committee  in  detail,  would  aflfbrd  even  more  striking 
proof  of  the  failure  of  governments  to  maintain  their  legal-tender  paper 
currency  at  parity  w  ith  the  metallic  standard. 

The  history  of  the  world  hardly  affords  an  instance  of  the  successful 
maintenance  of  government  paper  at  parity  with  gold.  The  United 
States  from  1870  to  1893  afforded  the  most  successful  illustration  of  this 
experiment,  but  this  period  was  one  of  prosperity  seldom  impaired  and 
of  a  rigid  limitation  of  the  note  issues.  When  this  limitation  was 
removed  by  the  act  of  July  14, 1800,  providing  for  the  issue  of  a<lditional 
legal-tender  Government  notes  for  the  purchase  of  silver  bullion,  the 
usual,  effects  of  a  government  paper  currency  were  not  long  in  showing 
themselves.  Gold  was  largely  expelled  from  circulation;  doubt  and 
distrust  seized  the  markets,  and  the  great  loss  inflicted  upon  the 
exchanges  and  upon  the  earnings  of  capital  and  labor  foreshadowed  in 
some  slight  degree  the  disaster  which  would  have  ensued  with  the  actual 
suspension  of  the  redemption  of  Government  notes  in  gold. 

Among  the  reasons  that  may  be  given  against  the  issuance  of  Gov- 
ernment demand  notes  to  circulate  as  money  are  the  following: 

1.  The  original  issue  of  such  notes  is  always  due  to  an  empty  or 
embarrassed  national  treasury.  As  a  necessary  consequence,  the  notes 
always  depreciate  in  value,  driving  coin  out  of  use  and  becoming  them- 
selves the  everyday  standard  of  value.  This  results  in  a  seriously 
fluctuating  standard,*  demoralizing  to  all  legitimate  business  and  serv- 
ing only  the  speculative  and  gambling  elements,  w^ho  find  their  profits 
in  rapid  fluctuations  in  prices. 

2.  The  falling  away  from  the  coin  standard  may  be  only  temporary. 
In  that  case  the  period  of  depreciation  works  a  hardship  on  creditors, 
while  the  period  of  return  to  the  coin  standard  works  a  hardship  on 
those  who  have  gone  into  debt  during  the  existence  of  the  paper 
standard. 

3.  The  gathering  of  a  redemption  fund  in  coin  for  the  purpose  of 
bringing  the  paper  up  to  the  coin  standard  must  be  through  increased 
taxation  or  through  the  issuance  of  interest  bearing  time  obligations. 
This  fact,  together  with  the  fact  above  referred  to  that  the  process  of 
return  to  the  specie  basis  works  a  hardship  on  debtors,  always  makes 
such  return  slow  and  diificult.  In  the  nature  of  the  case  the  condi- 
tion of  demoralization  tends  to  perpetuate  itself. 

4.  It  is  exceedingly  dirficult  to  hold  (government  currency  up  to  the 
coin  standard  for  any  length  of  time,  ev<M)  after  it  has  been  brought 

*  For  the  TariatioDS  in  the  valDe  ul*  Uk^  ^r  •  iiKatk  before  1879,  see  Table  7  iii  the 
Appendix. 
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back  to  that  standard.  The  maintenance  of  the  necessary  coin  reserve 
is  expensive.  Its  maintenance,  too,  depends  in  this  coantry  largely 
ai)on  the  views  of  the  Executive  and  is  always  subject  to  the  fortunes 
of  revenue  receipts.  And  in  the  case  of  our  Oovernment  demand  notes 
*' redemption  does  not  redeem."  The  notes  are  continually  reissued. 
Moreover,  the  Government  reserve  commands  few  of  the  gains  and  is 
subject  to  all  the  losses  of  the  ebb  and  flow  of  coin  and  bullion  in  inter- 
national trade.  So  long  as  the  Government  has  out  notes  receivable 
for  customs  and  other  public  dues  no  one  is  bound  to  pay  gold  to  the 
Treasury;  so  the  flow  of  gold  into  the  country  to  settle  trade  balances 
does  not  necessarily  help  the  Treasury  reserve.  But  whenever  an 
adverse  balance  of  trade  requires  the  exportation  of  gold,  the  Govern- 
ment note  becomes  the  efficient  instrument  for  depleting  the  reserve. 

5.  The  issuance  of  Government  demand  notes  is  continually  liable  to 
abuse.  The  first  issue  is  always  deprecated,  even  by  its  advocates, 
their  only  justification  for  it  being  its  apparent  necessity.  Promise  is 
always  made,  too,  that  the  first  issue  will  be  the  only  one.  Our  first 
issue  of  1150,000,000  of  <<legal  tenders"  in  1862  was  thus  justified,  and 
the  promise  was  made  that  this  limit  would  not  be  exceeded;  but  a 
second  issue  to  the  same  amount  soon  followed,  and  this  was  ere  long 
followed  by  a  third:  and  now  there  are  those  who  advocate  a  new 
issue  of  $150,000,000.  Disaster  in  such  a  case  seems  to  necessitate 
further  issues,  while,  on  the  other  hand,  temx>orary  success  is  used  to 
justify  them. 

The  burden  of  maintaining  the  parity  of  all  our  paper  currency  with 
gold  coin  should  rest  upon  the  banks  of  the  country,  whose  facilities 
are  natural,  whose  resources  comprise  in  liquid  form  practically  all  the 
products  of  American  labor,  and  whose  relation  to  the  public  will  com- 
pel them  to  maintain  the  parity  of  any  notes  they  may  issue  with  the 
standard  of  the  country  or  go  into  bankruptcy. 

The  result  would  be  that  commerce  and  business  of  every  kind  would 
not  be  subjected  to  constant  and  serious  shocks,  as  they  are  today, 
whenever  there  is  either  a  fear  that  the  Government  may  be  unable  to 
maintain  the  parity  or  a  suspicion  that  the  party  in  power,  for  political 
reasons,  will  not  do  so. 

But  even  if  Government  paper  currency  were  not  oi)en  to  the  above 
objections,  even  if  it  could  be  made  absolutely  safe,  the  issuance  of  Gov> 
ernment  demand  notes  would  not  be  the  wise  way  of  securing  the 
necessary  paper  currency  of  the  country.  Among  the  reasons  for  this 
conclusion,  two  readily  present  themselves. 

In  the  first  place,  the  Government  can  not  regulate  the  volume  of  its 
notes  to  meet  properly  the  requirements  of  the  country's  business.  The 
officers  of  the  Government,  chosen  for  political  and  not  for  business 
reasons,  having  functions  that  are  civil  and  not  commercial,  can  not 
know  how  much  currency  is  needed.  Moreover,  the  currency  needs  of 
the  country  vary  greatly  with  the  seasons  and  the  localities,  with  the 
volume  of  business  and  the  habits  of  people.  A  fixed  amount  is  neces- 
sarily a  wrong  amount. 

In  the  second  place,  the  Government  lacks  the  facilities  for  distribut- 
ing its  notes  where  they  are  needed  for  business  purposes.  It  pays  out 
money  only  for  materials  or  for  services.  In  other  words,  the  needs  of 
the  Government  and  not  the  needs  of  business  determine  the  time, 
place,  and  amount  of  its  outlay. 

As  has  been  well  said — 

The  Goyernment  bank  has  no  depositors,  and  can  not  p:et  its  notes  into  circnlation 
through  depositors  as  business  needs  them.    It  has  no  automatic  method  of  getting 
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infonnatloii  m  to  how  mnch  money  is  needed  by  trade,  and  eonid  not  act  apon  it  if 
it  had.  The  Secretary  of  the  Treasury,  ostensible  manager  of  the  bank,  has  his 
hands  tied.  The  Government  onrrenoy  onoe  oat,  stays  out.  It  drifts  away  from  the 
towns  of  the  West  and  Sonth  to  the  sreat  cities  of  the  East,  and  stays  there  to  breed 
speculation  fh>m  nnnatnral  plenty,  wnile  the  farmers  and  traders  of  the  prairies  and 
cotton  fields  are  snfferinff  from  contraction. — (W.  C.  Comwell.) 

The  GoTcmment,  not  Deing  in  trade,  being  neither  buyer  nor  seller,  producing 
and  owning  none  of  the  properties  which  enter  into  trade,  and  havine  no  property 
or  resources  whatever  except  such  as  it  takes  from  its  citizens  through  taxation  for 
its  expenses  of  administration  of  whatever  character,  has  no  natural  relation  to  the 
creation  of  a  credit  currency  except  to  provide  proper  and  effective  legal  remedies 
to  safeguard  it,  and  is  not  the  proper  party  to  issue  it.  Such  an  act  is  wholly  for- 
eign to  its  political  functions,  of  which  commercial  operations  are  no  part  in  theory 
or  fact.    (Jacob  L.  Greene.) 

▲  BiNGBBOUS  AND  BXPBNSIYE  METHOD  OF  BOBBOWING. 

It  has  tbas  been  shown  that  the  Gtovemment  was  not  designed,  nor 
is  it  in  its  nature  fitted,  to  issue  the  paper  carrency  of  the  country.  It 
is  now  in  order  to  show  that  the  issue  of  demand  notes  by  the  Oovem- 
ment  is  not  a  prudent  or  an  economical  method  of  borrowing. 

In  the  first  place,  it  is  dangerous.  The  Oovernment  is  a  great  cor- 
poration. Like  those  of  any  other  body,  its  business  operations  are 
subject  to  the  inexorable  laws  of  trade.  Its  note  is  no  more  money 
than  the  note  of  any  other  responsible  party.  It  is  a  promise  to  pay 
on  demand.  To  keep  the  note  good  the  promise  must  be  kept.  Being 
receivable  for  public  dues,  many  of  its  notes  are  redeemed  in  that  way. 
So  long  as  the  commercial  skies  are  clear  and  public  credit  is  good  few  of 
the  notes  will  be  presented  for  redemption  in  coin.  As  will  be  seen  by 
Table  1  in  the  appendix  to  this  report,  the  coin  redemption  of  United 
States  notes  prior  to  1892  was  comparatively  small.  Even  the  gold 
required  for  export  was  furnished  almost  entirely  by  the  banks.  But 
from  1892  to  1897  the  coin  redemptions  of  the  United  States  notes  and 
Treasury  notes  were  enormous.  They  exceeded  even  the  great  demand 
for  gold  for  export,  thus  revealing  the  fact  that  the  demands  for 
redemption  by  our  own  people  were  very  great  This  enormous  flood 
of  demand  almost  swept  away  the  fabric  of  our  credit,  both  public  and 
private,  and  was  overcome  only  by  the  most  herculean  efforts.  Although 
our  skies  are  again  clear,  prudence  dictates  that  we  recognize  that  this 
danger  is  inherent  in  the  very  nature  of  Government  demand  obliga- 
tions, and  duty  to  the  public  requires  that  Congress  take  steps  to 
prevent  a  recurrence  of  this  danger  to  the  Government  and  its  citizens. 

No  prudent  business  man  allows  himself  to  issue  a  demand  obliga- 
tion unless  he  has  on  hand  property  which  is  immediately  convertible 
into  cash.  And  even  then  he  will  ordinarily  prefer  to  pay  a  reason- 
able sum  in  the  way  of  interest  for  the  privilege  of  himself  fixing  the 
time  for  the  payment  of  the  principal.  He  knows  that  with  demand 
obligations  out  he  is  liable  to  be  called  upon  for  payment  at  the  very 
time  when  he  is  least  able  to  make  it,  and  that  thereby  he  may  either 
be  driven  into  insolvency  or  be  required  to  make  such  sacrifices  of 
property  as  would  far  more  than  counterbalance  any  saving  in  interest. 

In  the  second  place,  as  the  Government  has  found,  the  issue  by  it  of 
demand  notes,  nominally  noninterest  bearing,  is  a  very  expensive  form 
of  loan.    What  are  some  of  the  items  of  this  expense! 

1.  A  small  one  is  the  cost  of  the  paper,  printing,  bookkeeping,  and 
handling  the  notes,  which  is  about  11,000,000  a  year. 

2.  A  reserve  for  their  redemption  must  be  maintained.  The  cost 
of  carrying  this  sum  each  year  amounts  to  nearly  one-half  of  the 
interest  saved  on  the  notes. 

LofC. 
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3.  From  first  to  last,  interest-bearing  bonds  amounting  to  $11,000,000 
more  than  tbe  face  of  the  notes  have  been  sold  for  the  purpose  of 
securing  and  maintaining  the  fund  needed  to  keep  these  notes  at  par. 
Bo  that  in  fact  their  existence  necessitates  the  payment  of  annual 
interest  on  a  sum  greater  than  their  face. 

4.  In  the  nature  of  the  case,  sales  of  bonds  to  replenish  the  reserve 
must  be  made  at  tbe  very  time  most  disadvantageous  to  the  Govern- 
ment. The  demand  for  redemption  is  due  to  a  loss  of  credit  by  the 
Government.-  This  fact  puts  it  to  great  loss  in  the  sale  of  its  bonds. 
For  example,  in  the  years  1893-1895  it  was  necessary  for  the  Govern- 
ment to  sell  bonds  to  the  amount  of  $262,000,000.  They  sold  for 
$293,400,000.  But  had  the  credit  of  the  Government  not  been  impaired, 
had  it  been  such  as  it  was  in  1890,  for  example,  they  would  have  sold 
for  $335,000,000.    Here,  then,  was  a  direct  loss  of  over  $40,000,000. 

5.  The  existence  of  a  large  mass  of  demand  obligations,  which  may 
come  pouring  in  for  payment  at  any  time,  hurts  the  credit  of  their 
issuer.  To  this  rule  the  Government  is  no  exception.  The  extra 
interest  which  the  United  States  Government  has  had  to  pay  for  many 
years  in  consequence  of  the  existence  of  its  demand  obligations  has 
amounted  to  more  than  twice  the  face  of  the  notes  themselves. 

6.  Careful  estimates  show  that  the  cost  of  the  civil  war  was  greater 
by  from  $600,000,001 »  to  $900,000,000  by  reason  of  their  issue  than  it 
would  have  been  if  fought  out  on  a  specie  basis,  the  purchasing  power 
of  the  notes  varying  with  their-  volume  and  varying  even  more  with 
the  varying  fortunes  of  the  war  and  of  politics. 

The  total  expenditures  of  the  font  years  was  $3;352,380,410,  of  which  it  is  safe  to 
say  $2,500,000,000  consi«te(l  of  purchases  in  the  open  market,  when  the  greenback 
dollar  procured  (on  the  average)  only  66  cents  worth  of  property.  In  other  words,  we 
obligated  ourselves  for  $2,500,000,000,  and  got  $1,630,000,000  in  actual  value.  The 
difference,  $870,000,000,  is  the  annecessary  cost  to  the  taxpayer  caused  by  the  nee 
of  a  depreciated  currency.* 

These  considerations  amply  warrant  the  crisp  statement  made  in  a 
recent  speech  by  the  distinguished  Senator  from  Minnesota,  Hon.  Knute 
kelson,  when,  speaking  of  tbe  issue  of  these  notes,  he  said:  <<Of  all 
our  war  loans,  from  first  to  last,  it  was  no  doubt  the  most  expensive. 
Its  justification  was  that  it  filled  a  gap  that  could  not  have  been  easily 
supplied  by  a  time  loan." 

A  LOAN  BY  THE  BANKS  TO  THE  GOVERNMENT. 

In  dealing  with  the  existing  legal-tender  notes  of  the  Govemmenti 
your  committee  have  endeavored  to  adopt  a  system  which  would  be 
subject  to  none  of  the  criticism  made  against  the  issue  of  interest- 
bearing  bonds  or  the  taxation  of  the  people  for  the  payment  of  tiiis 
demand  debt.  While  the  arguments  are  strong  for  the  adoption  of  one 
of  these  methods  of  paying  back  to  the  creditors  of  the  United  States 
the  money  thus  borrowed  for  the  preservation  of  the  Union,  the  system 
adopted  is  such  as  to  continue  to  the  Government  all  the  benefits  of 
the  loan  without  any  of  the  disadvantages  of  its  character  as  a  demand 
obligation.  The  proposed  bill  places  upon  the  banks  the  burden  of 
providing  for  the  current  redemption  of  the  greenbacks. 


*  Horace  White.  A  full  statement  of  tbe  question,  carefully  itemized,  la  given  by 
W.  C.  Mitchell,  in  an  article  entitled  "Greenbacks  and  the  cost  of  the  civil  war,'' 
published  in  the  Journal  of  Political  Economy,  University  of  Chicago,  for  March, 
1897.  And  in  the  same  journal  for  March,  1898,  Mr.  Mitchell  has  a  very  valuable 
article  on  *'The  value  of  the  greenback  in  the  civil  war/'  in  which  he  accounts  tbt 
ita  variations  in  value. 
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The  form  of  the  proposition  sabmitted  by  your  committee  makes  that 
X>ortioD  of  the  demand  debt  which  is  not  now  covered  by  gold  in  the 
Treasury  a  loan  by  the  banks  to  the  Government.  This  loan  is  made 
without  interest  and  without  any  compensation  to  the  banks  except 
what  is  afforded  them  in  getting  their  franchise  as  national  banks  and 
thus  securing  the  power  to  issue  a  banking  currency,  which  is  granted 
in  other  sections  of  the  bill.  There  is  no  other  profit  or  return  to  the 
banks  in  thus  carrying  the  nation's  debt,  except  a  small  remission  of 
the  new  franchise  tax. 

This  policy  is  not  without  precedent  in  that  of  European  govern- 
ments, but  the  privileges  granted  by  those  governments  are  enor- 
mously greater,  because  they  are  granted  to  a  single  bank  having  a 
monopoly  of  all  the  n  ote  issues  of  the  country.  The  Bank  of  France, 
for  instance,  makes  to  the  Government  a  loan  without  interest,  which 
has  just  been  increase^  to  180,000,000  francs,  or  about  135,000,000;  but 
thi^«  loan  is  substantially  offset  by  the  deposits  of  the  treasury  with  the 
bank,  which  amounted  on  January  7, 1898,  to  212,268,560  francs,  or 
32,000,000  francs  in  excess  of  the  entire  sum  advanced  to  the  Govern- 
ment. The  Government  of  Austria -Hungary  has  an  advance  from  the 
Austro-Hungarian  Bank  amounting  to  about  75,000,000  florins,  or 
$3<),000,000;  but  this  is  in  process  of  annual  reduction  by  the  amount 
of  the  profits  of  the  bank,  charged  as  a  Government  tax,  but  actually 
employed  for  the  reduction  of  the  loan.  These  are  illustrations  of  sev- 
eral similar  cases,  but  they  serve  to  show  that  no  country  imposes  so 
heavy  a  burden  upon  its  banks  as  this  bill  provides,  unless  under  the 
pressure  of  dire  necessity,  as  in  the  cases  of  the  Governments  of  Spain, 
Portugal,  and  Italy. 

The  banks  are  required  to  redeem  this  debt  of  the  Government 
now  assumed  by  them  upon  precisely  the  same  terms  as  the  current 
redemption  of  their  own  notes  while  they  are  conducting  a  solvent 
banking  business.  It  is  only  when,  by  the  refusal  to  pay  such  notes, 
they  become  insolvent,  that  the  Government  recognizes  again  its  demand 
debt  and  reassumes  it  for  the  complete  protection  of  the  holder  of  the 
note  and  for  the  benefit  of  the  creditors  of  the  bank  by  leaving  the 
remaining  assets  unimpaired  for, the  settlement  of  their  just  claims. 
The  form  of  note  thus  assumed  by  the  bank  with  the  final  redemption 
guaranteed  by  the  Government  combines  the  strongest  of  all  resources 
for  its  ultimate  payment.  The  note  which  it  is  proposed  to  issue  under 
this  bill  in  lieu  of  the  Government  notes  is  called  the  national-reserve 
note,  a  designation  which  may  be  taken  to  imply  at  once  that  it  has 
behind  it  not  only  the  banking  resources  of  the  issuing  bank,  but  the 
reserve  strength  of  the  National  Government,  and  also  that  it  is 
X>ecu]iarly  available  for  money  reserves  of  all  kinds.  It  is,  moreover,  a 
legal-tender  note,  whose  parity  with  gold  is  assured  so  long  as  the  banks 
maintain  the  parity  of  their  own  notes,  and  for  whose  parity  the  Gov- 
ernment is  also  responsible,  if  it  is  conceivable  that  the  Government 
should  maintain  specie  payments  while  the  banks  were  unable  to  do  so. 

NO  OONTBAOTION  OF  THE  OUEEENOY. 

While  the  bill  thus  greatly  lightens  the  burden  of  the  Treasury  under 
any  conceivable  conditions,  there  will  not  be  any  contraction  of  the  exist- 
ing circulation.  The  gold  now  kept  in  the  gold  reserve  of  the  Treasury 
might  be  paid  out  in  the  redemption  and  cancellation  of  legal-tender 
notes,  but  this  operation  would  simply  substitute  gold  for  paper  in  the 
circnlatiou;  and  would  not  in  any  degree  diminish  the  legal-tender 
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money  in  the  hands  of  the  people.  A  legal-tender  note,  nnder  the  bill 
proposedby  yonr  committee,  might  cease  to  be  a  menace  to  the  Treasnry 
either  by  exchange  for  gold  and  final  cancellation,  by  the  assumption 
of  its  current  redemption  by  the  banks,  or  by  the  enhanced  value  which 
it  would  obtain  from  the  fact  that  quantity  was  diminished;  but  the 
legal-tender  currency  in  the  hands  of  the  people  would  not  be  reduced 
by  either  of  these  operations. 

Your  committee  believe  that  the  system  of  dealing  with  the  Govern- 
ment  notes  provided  in  this  bill  removes  every  possible  objection  which 
has  heretofore  been  made  to  relieving  the  Treasury  of  their  redemption, 
except  such  objections  as  may  be  based  upon  the  desire  that  the  Gov- 
erument  shall  issue  an  unlimited  volume  of  forced  legal-tender  paper 
which  is  not  redeemable  in  coin  or  capable  of  being  maintained  at  any 
fixed  value. 

THE  BANKS  COMPELLED  TO  PROVIDE  GOLD. 

The  purpose  and  effect  of  the  proposed  bill  is  to  throw  upon  thenational 
banks  the  entire  burden  of  finding  gold  for  the  notes  of  the  country. 
There  is  no  doubt  of  their  ability  to  do  this.  Even  if  at  any  time  the 
banks  should  all  suspend  6i>ecie  payment,  the  result  would  not  be  so 
disastrous  as  would  even  the  threat  of  such  a  thing  as  specie  suspen- 
sion by  the  Government  under  existing  arrangements.  In  the  first  place, 
the  failure  of  any  bank  or  set  of  banks  to  pay  their  obligations  would 
not  involve  the  standard;  and  in  the  second  place,  the  consequent 
depreciation  of  the  notes  would  not  be  so  great  nor  would  the  term  of 
suspension  be  so  long  as  in  the  case  of  Government  suspension. 

But  there  is  no  doubt  of  the  ability  of  the  banks  to  maintain  specie 
payments.  In  the  first  place,  they  now  hold  in  their  vaults  a  vast 
quantity  of  gold — $240^000,000  in  round  numbers — much  more  than  is 
required  by  the  provisions  of  the  bill.  In  the  second  place,  whenever 
greenbacks  are  presented  for  redemption  the  gold  proceeds  will  soon  go 
to  the  bank  vaults  for  safe-keeping.  In  the  third  place,  the  bulk  of  the 
vast  gold  product  of  the  country  will  natorally,  for  the  same  reason,  find 
its  way  to  the  banks  as  the  place  of  deposit.  In  the  fourth  place,  the 
banks  can,  through  interest  rates  in  seaboard  cities,  in  large  measure, 
regulate  the  flow  of  gold  in  intornational  trade,  providing' for  all  legiti- 
mate export  demands,  but  so  protecting  our  reserves  as  to  maintain  oar 
national  credit.  England  and  France  and  Germany  are  without  gold 
mines,  yet  they  have  no  lack  of  gold.  And  in  the  fifth  place,  if  necessary, 
the  banks  can  borrow  gold.  Thus  the  banks  have  every  resource  that 
the  Government  has,  and  through  their  business  relations  possess  the 
means  of  protecting  themselves  and  the  business  world  that  the 
Government  has  not. 

The  system  proposed  by  your  committee  provides  at  the  same  time 
an  adequate  method  of  obtaining  from  the  banks  gold  legitimately 
needed  for  export  without  exposing  the  country  or  the  United  States 
Treasury  to  the  alarm  and  convulsions  which  have  attended  gold 
exports  during  the  last  five  years.  The  banks  are  required  by  the  bill 
to  maintain  the  5  per  cent  current  redemption  fund  in  gold.  Redemp- 
tion agencies  are  authorized  to  be  established  at  the  various  subtreaa- 
uries  and  at  other  places,  and  such  an  agency  would  undoubtedly*  be 
established  by  the  Oomptrollers  of  the  Currency  at  New  York. 

The  actual  process  of  obtaining  gold  for  export  would  be  that  any 
strong  bank  patronized  by  exporters  wonld  tnrn  over  the  gold  from  fta 
own  vaults  or  from  its  reserves  in  the  New  York  clearing  house.    It 
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is  impossible  to  evade  this  obligation.  In  case  of  an  effort  to  evade  it 
the  process  wonld  be  that  a  bank  would  deliver  its  own  notes  to  a 
depositor,  making  a  draft  apon  his  accoant.  He  woold  be  under  no  obli- 
gation to  accept  them,  bat  if  he  did  accept  them,  he  could  at  once  present 
them  for  redemption  in  gold  or  in  reserve  notes.  The  bank,  still  wish- 
ing to  evade  the  payment  of  gold,  might  then  tender  him  reserve  notes 
issued  either  by  itself  or  by  other  banks.  But  these  reserve  notes 
would  be  redeemable  out  of  the  gold-redemption  func^  maintained  by 
the  banks,  and  it  would  only  require  their  presentation  at  the  subtreas- 
ury  to  secure  their  redemption  from  this  fund. 

The  banks  whose  reserve  notes  were  thus  presented  would  then  be 
called  upon  by  the  Comptroller  to  make  good  the  deficiency  in  their 
coin  in  the  redemption  fund  and  the  burden  of  obtaining  the  gold  would 
fall  directly  upon  them.  This  being  the  case,  it  would  be  immaterial 
to  the  i>eop]e  of  the  United  States  whether  one  bank  by  paying  its  own 
notes  or  reserve  notes  shifted  the  burden  of  maintaining  the  redemp- 
tion fund  upon  another  bank.  The  banks  in  any  case  would  bear  the 
whole  burden  and  would  be  compelled  to  so  a^ust  their  loans  as  to 
secure  favorable  exchanges,  prevent  the  undue  export  of  gold,  and 
maintain  the  credit  of  the  business  community  and  of  the  Oovernmeut. 

THE  ORIGIN  OF  MONEY. 

All  trade  is  essentially  barter — the  exchange  of  goods  for  goods.  In 
primitive  society  this  exchange  was  direct,  each  person  parting  with 
that  of  which  he  had  a  surplus  and  taking  in  return  that  of  which  he 
had  need.  But  this  direct  exchange  presupposed  the  meeting  of  two 
persons  each  of  whom  had  a  surplus  of  just  what  the  other  wanted  in 
kind  and  quantity.  This  double  coincidence  was  not  always  easy  to 
find;  so  difficult,  in  fact,  as  to  discourage  all  effort  at  exchange,  or  to 
make  the  search  for  it  extremely  wasteful  of  time  and  energy. 

By  and  by  men  observed  that  there  was  some  article  that  was  in  such 
general  demand  that  in  exchange  for  it  one  could,  at  any  time,  get  any 
other  thing  that  he  might  desire.  This  object  of  general  desire  gradu- 
ally became  the  medium  through  which  exchanges  were  effected.  A 
person  having  a  surplus  of  anything,  even  if  he  had  no  unsupplied  want, 
would  take  this  medium  of  exchange,  knowing  that  for  it  he  could  at 
any  time  supply  his  wants. 

The  invention  of  this  medium  of  exchange  was  a  great  step  onward. 
It  economized  the  time  and  energy  of  the  people  to  such  an  extent  that 
it  enabled  them  with  the  same  effort  to  produce  many  more  goods,  made 
it  easier  to  supply  their  wants,  and  thus  materially  bettered  the  condi- 
tion of  all.  And  from  that  day  to  this  every  economy  in  methods  of 
exchange  (like  economies  in  manufacture)  has  more  and  more  placed 
the  good  things  of  earth  within  the  reach  of  the  mass  of  the  people, 
and  thus  elevated  the  standard  of  living. 

The  things  exchanged  possessed  value.  The  common  medium  of 
exchange  came  to  be  the  thing  with  whose  value  the  value  of  every 
other  commodity  was  compared;  that  is,  it  became  the  standard  of 
value.  In  other  words,  the  same  commodity  served  both  as  the  stand- 
ard of  value  and  as  the  medium  of  exchange  or  currency. 

In  the  various  stages  of  social  advancement  different  commodities, 
each  suited  to  the  times,  were  used  as  money.  Thus,  in  the  hunting 
stage,  skins  of  animals  were  so  used;  in  the  pastoral  stage,  cattle;  in 
the  agricultural  stage,  corn,  tobacco,  and  tea.  Later  came  the  use  of 
metals,  iron  and  copper,  silver  and  gold.    In  each  stage  of  advancement 
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progress  was  made  by  discarding  the  less  conveDient  and  desirable  form 
of  money  for  that  which  better  served  the  purpose.  Oradnsilly,  too, 
progress  was  made  in  the  methods  of  nsing  money.  When  first  used  a« 
money  the  metals  passed  by  weight.  (As  a  memento  of  that  time  we 
have  the  word  expend^  which  means  literally  to  weigh  out)  Later,  for 
the  purpose  of  saving  the  trouble  of  weighing,  and  to  remove  the  risk  of 
fraud  through  the  misuse  of  alloys,  coining  was  invented. 

SOME  FUNBAMENTAIi  PHINCIPLES. 

The  purpose  of  your  committee  in  reciting  the  foregoing  is  simply 
to  illustrate  a  few  principles  important  to  be  borne  iu  mind  in  Uiis 
connection. 

1.  There  is  a  marked  distinction  between  the  use  of  money  as  a  stand- 
ard and  its  use  as  a  medium  of  exchange  or  currency.  In  the  tbrmer 
case  it  is  used  to  compare  or  measure  values;  in  the  second  it  is  used  to 
transfer  them.  There  is  the  same  distinction  to  be  made  in  these  two 
uses  of  money  that  there  is  between  the  use  of  the  scales  lor  weighing  a 
ton  of  coal  and  the  use  of  the  wagon  in  which  the  coal  is  delivered  to  a 
customer.  Or,  to  use  another  illustration,  and  in  some  respects  a  better 
one,  there  is  the  same  distinction  between  the  use  of  money  as  a  standard 
of  value  and  its  use  as  a  medium  of  exchange  that  there  is  in  the  use  of  a 
bushel  basket  to  measure  grain  and  the  use  of  that  basket  to  carry  the 
grain  to  the  manger.  Ilere  the  same  thing  may  be  used  for  either  pnr- 
pose.  So  it  was  originally  with  money.  But  we  have  learned  that  while 
there  can  be  only  one  standard  ofsize  for  a  bushel  we  may  carry  bushels 
of  grain  in  baskets  or  in  sacks  or  wagon  boxes.  So  it  is  with  money. 
While  in  the  nature  of  things  there  can  be  only  one  standard  of  valne, 
the  forms  of  money  as  a  medium  of  exchange  are  many,  including  gold, 
silver,  nickel,  copper,  and  paper. 

2.  A  farmer  would  not  think  of  keeping  on  hand  as  many  standard 
bushel  measures  as  he  had  bushels  of  grain  to  measure.  He  needs  only 
enough  to  serve  as  an  occasional  test  of  correctness.  And  then  for 
ordinary  purposes  he  will  suit  his  convenience  by  using  sacks  or  other 
things.  So  with  money.  A  nation  would  find  it  wasteful  to  have  on 
hand  a  sufiicient  amount  of  standard  money  to  eli'ect  all  of  its  exchanges. 
It  finds  it  more  economical  to  keep  on  hand  enough  of  the  standards  of 
value  to  afford  from  time  to  time  the  proper  tests  of  the  instruments 
of  exchange,  and  then  suit  its  convenience  in  the  forms  of  its  currency. 

3.  Governments  adopt,  they  do  not  originate,  standards.  As  has 
been  seen  by  the  brief  sketch  of  the  origin  of  money,  its  form  was  a  mat- 
ter of  selection  by  those  having  exchanges  to  make,  that  this  selection 
varied  with  the  circumstances,  and  that  the  idea  of  a  standard  came 
from  custom  without  any  edict  of  the  governing  power.  So  it  has 
always  been;  so  it  will  always  be.  The  edict  of  the  government  fol- 
lows, it  does  not  precede,  the  common  individual  judgment.  When  it 
fails  to  do  so  its  decrees  are  futile. 

4.  The  purpose  of  coinage  is  simply  to  make  safe  and  convenient 
what  would  otherwise  be  unsafe  and  inconvenient.  Coinage  is  not 
necessarily  and  probably  was  not  originally  a  function  of  government. 
The  word  dollar  is  itself  a  memento  of  coinage  by  private  individuals. 
The  first  thalers  or  dollars  were  made  at  a  private  mint  in  Joachims* 
thai,  in  Bohemia,  in  1581.  In  those  troublous  times  princes  and  kings 
were  playing  fast  and  loose  with  their  coinage,  were  putting  into  the 
coins  less  than  the  weight  of  metal  certified  by  the  stamp,  and  compelling 
people  by  legal-tender  edicts  to  accept  them  as  of  full  weight.   The  great 
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merit  of  the  Joacliimsthal  mint  was  that  the  pieces  or  coins  made  by  it 
were  of  uniform  goodness.  Tbas  they  attained  great  popalarity  and 
wide  use,  and  the  thaler  came  to  be  known  and  prized  all  over  Europe. 
In  the  early  days  of  Oalifornia,  when  it  was  more  inaccessible  than  the 
uttermost  part  of  the  earth  is  now,  private  coinage  was  general.  Indi- 
viduals and  companies  refined  gold  and  ran  it  into  pieces  of  uniform 
size,  stamping  on  each  piece  its  weight,  the  pieces  thus  made  being 
voluntarily  and  freely  used  as  money.  That  is  the  essence  of  coin- 
ing. Patting  the  metal  into  the  form  of  disks  or  bars  neither  adds  to 
nor  subtracts  from  its  value;  it  only  adds  to  the  convenience  of  using 
the  metal.  The  only  reason  why,  by  common  consent  and  then  by  con- 
stitutional and  legal  provision,  we  have  the  Government  do  the  coin- 
ing and  forbid  anyone  making  coins  resembling  those  made  by  the 
Government,  is  to  guarantee  uniformity  of  goodness,  thereby  facilita- 
ting trade.  The  fact  that  the  Government  certifies  the  weight  and  fine- 
ness of  the  meial  contained  in  the  disk  does  not  add  anything  to  its 
value,  except  as  putting  the  metal  into  pieces  of  convenient  size  and 
shape  renders  it  easier  and  safer  to  use,  and  it  thereby  passes  more 
promptly  from  hand  to  hand.  Even  those  who  know  nothing  of  metal- 
lurgy or  assaying  feel  safe  in  accepting  the  metal  whose  weight  is 
certified  by  one  known  and  trusted  by  all. 

5.  Every  proper  and  safe  method  of  facilitating  exchanges,  every 
improvement  made,  is  in  the  interest  of  all,  contributes  to  the  public 
welfare. 

ORIGIN  AND  PURPOSE  OF  BANES. 

It  is  risky  to  keep  money  in  one's  house;  the  money  may  be  stolen. 
It  is  also  risky  to  carry  money  around;  it  may  get  lost.  For  each  per- 
son to  build  a  strong  room  for  the  safe-keeping  of  his  money  would  be 
too  expensive.  But  by  cooperation  many  may  do  cheaply  what  each 
alone  would  find  a  burden.  So  a  number  of  traders  united  in  erecting 
a  building  with  a  strong  room  in  it.  This  they  put  in  charge  of  one  or 
more  trusty  men,  and  to  it  each  evening  they  brought  the  receipts  of 
the  day.  Such  was  undoubtedly  the  origin  of  banks.  They  were  at 
first  simply  places  for  the  deposit  of  money  for  safe-keeping. 

After  a  while  some  bright  merchant  discovered  that  he  need  not  go 
to  the  bank  to  get  the  money  that  he  might  desire  to  pay  out.  He  could 
save  time  and  trouble  by  giving  the  payee  an  order  (or  check)  on  the 
bank  for  the  money.  With  this  check  the  payee  could  get  the  money 
at  the  bank.  Or,  if  he  did  not  need  the  money  for  immediate  use,  be 
could  deposit  the  check  at  the  bank  and  get  the  amount  transferred 
from  the  merchant's  credit  to  his  own,  thus  acquiring  the  right  to  order 
the  payment  of  money  to  some  other  person  or  persons;  or  he  could 
transfer  the  check  itself  to  someone  else  with  whom  he  had  dealings. 
In  any  of  these  cases  the  check  served  the  purpose  of  money;  and  inas- 
much as  it  saved  the  time  of  counting  and  the  trouble  and  risk  of  hand- 
ling the  actual  money,  the  check  became  and  still  remains  not  only 
a  great  convenience  but  also  a  great  economizer. 

In  course  of  time  it  was  observed  that  only  a  part  of  those  who  received 
checks  demanded  the  money  on  them,  and  that,  therefore,  by  keeping  on 
hand  a  quarter  or  less  of  the  money  deposited  all  the  checks  could  be 
promptly  paid  on  presentation.  The  managers  of  the  bank  therefore 
authorized  the  man  in  charge  of  the  bank,  in  whose  honesty  and  good 
jndgment  they  had  confidence,  to  lend  out  to  responsible  persons  a  part 
of  the  deposits.    Thus  arose  banks  of  loan  and  discount. 

Some  of  those  who  wished  to  borrow  did  not  care  to  carry  coin 
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about,  bat  were  going  amqng  strangers  who  might  not  be  willing 
to  take  their  checks.  Such  persons  the  bank  coald  accommodate  by 
giving  them  the  promises  of  the  bank  to  pay  the  money  on  demand. 
The  bank  being  widely  known  and  largely  trusted,  its  promises  (or 
bank  notes)  passed  readily  from  hand  to  hand,  performing  admirably, 
by  the  free  choice  of  those  interested,  all  the  work  of  money  as  a 
medium  of  exchange.    Thus  arose  banks  of  issue.  * 

It  is  vitally  important  at  this  point  that  it  be  remembered  that  a 
large  fraction  of  all  deposits  are  not  deposits  of  money.  In  this  fact 
lies  the  most  valuable  of  all  the  many  services. rendered  to  the  public 
by  banks.  Not  only  does  a  bank  gather  up  the  scattered  sums  of  money 
in  the  community,  furnishing  their  owners  with  a  safe  place  of  deposit, 
and  securing  to  the  community  the  use  of  money  that  would  otherwise 
lie  idle,  but  under  aprox>er  banking  system  the  bank  can  monetize  every 
product  of  hand  and  brain,  facilitating  and  cheapening  both  production 
and  exchange,  and  thus  bettering  the  condition  of  every  honest,  industri- 
ous, and  prudent  man  in  the  community.  Suppose,  for  example,  that 
a  manufacturer  of  wagons  has  used  up  his  capital  erecting  his  factory 
and  buying  materials.  He  needs  money  to  employ  men  to  make  the 
wagons.  He  goes  to  the  bank;  the  cashier  knows  him  to  be  honest  and 
capable;  knows  that  he  wants  the  money. to  produce  something  of  use 
to  the  community,  something  which  the  people  will  need  and  buy;  sees 
that  he  has  the  plant  and  material;  the  banker  lends  him  the  money, 
thus  giving  him  the  means  of  making  the  product,  furnishing  usefal 
employment  to  perhaps  hundreds  of  people.  The  manufacturer  deposits 
his  note,  getting  in  return  a  credit  on  the  books  of  the  bank,  against 
which  he  can  check  for  the  payment  of  his  men,  the  shipment  of  bis 
goods,  etc.  As  pay  for  the  goods  begins  to  come  in  he  deposits  the 
checks,  drafts,  or  money  that  he  receives.  In  this  way  he  accumulates 
means  to  pay  his  note  when  it  becomes  due.  The  original  deposit  was 
his  note— not  money,  but  the  representative  of  his  raw  material  to  be 
wrought  by  the  skill  of  himself  and  his  men  into  articles  of  use  for  the 
community.  On  the  basis  of  property  owned  and  skill  possessed,  the 
manufacturer  secured  the  funds  with  which  to  work  the  transformation. 
This  monetizing  of  products,  this  vitalizing  of  energy,  is  the  preeminent 
service  rendered  by  the  bank. 

BANK  CHECKS  AND  BANK  NOTES. 

Bank  checks  and  drafts  and  bank  notes  constitute  by  far  the  most 
important  part  of  our  currency.  On  January  1, 1898,  the  total  volume 
of  our  circulation  was  as  follows: 

Gold  coin  and  certificates $584,126,019 

Silver  coin  and  certificates 503^906,973 

Government  demand  notes 409,239,863 

Total  Government  currency 1, 497, 272, 885 

National-bank  notes ^ 223,827,755 

Deposits  subject  to  check  * 3,210,705,758 

Total  bank  currency 3,434,563^513 

The  volume  of  bank  currency,  therefore,  was  more  than  double  that 
of  the  non  bank  currency.  Moreover,  it  did  a  vastly  larger  proportion 
of  the  actual  work  of  commerce.    Careful  investigations  have  l)een  made 

*In  national,  state,  and  private  banks.  But  this  does  not  include  deposits  in  fiav* 
ings  banks,  or  any  other  deposits  not  subject  to  cheoks. 
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from  time  to  time  by  the  Comptroller  of  the  Carrency  to  determine  the 
actual  osefalness  as  carrency  of  oar  various  forms  of  money.  The  last 
Investigation  was  made  on  July  1, 1896.  It  showed  that  of  every  $100 
of  business  transacted  throagh  the  banks  the  different  forms  of  money 
were  ased  in  the  following  proportions:  Gold,  60  cents;  silver,  50  cents; 
greenbacks,  silver  certificates,  Treasury  notes,  and  national- bank  notes, 
$6.30 ;  bank  checks,  drafts,  etc..  $92.50.  And  the  clearing-house  returns 
of  the  country  show  that  the  oank  checks  and  drafts  constitute  a  cur- 
rency which  performs  transactions  in  the  exchange  of  property  amount- 
ing to  over  $50,000,000,000  a  year.  And  a  great  many  checks,  estimated 
at  $20,000,000,000,  are  used  as  currency  each  year,  which  do  not  go 
tiirough  the  clearing  houses. 

It  is  very  important  to  note  in  this  connection  that  a  bank  check  and 
a  bank  note  are  practically  the  same  thing.  Both  are  obligations  of 
the  bank  payable  on  demand,  and  both,  without  being  legal  tender, 
perform  admirably  the  work  of  money  as  a  medium  of  exchange.  But^ 
notwithstanding  this  identity,  there  is  a  great  difference  in  the  amount 
of  service  rendered,  that  of  the  check  and  draft  being  scores  of  times 
that  of  the  note.  This  is  partly  due  to  the  superior  safety  of  payment 
by  check  or  draft  by  reason  of  their  being  collectible  only  by  the  person 
named  as  payee  and  upon  his  indorsement,  which  indorsement  becomes 
a  receipt.  But  another  element  which  reduces  the  serviceableness  of 
the  bank  note  is  the  legal  limitations  put  upon  its  issue. 

No  one  would  object  to  a  bank's  receiving  a  deposit  of  $100,000,  pay- 
able on  demand  by  means  of  checks.  Why,  then,  should  anyone  object 
to  the  bank's  giving  to  the  depositor,  instead  of  a  check  book,  its  prom- 
ises to  pay  the  bearer  on  demand,  if  these  bank  notes  will  better  serve 
the  legitimate  purposes  of  the  depositors!  For  it  should  be  under- 
stood that  they  may  better  serve  him.  Which  of  these  two  forms  of 
the  bank's  demand  obligation  will  best  serve  in  a  given  case  or  com- 
munity depends  on  the  location  of  the  place  where  the  given  business 
is  to  be  transacted,  the  habits  of  the  community,  and  the  relations  of 
the  parties.  Every  person  who  accepts  a  check  does  so  by  reason  of 
his  faith  in  the  person  from  whom  he  accepts  it.  This  implies  a  knowl- 
edge of  the  character  and  standing  of  that  person.  But  many  times 
we  must  deal  with  strangers.  In  dealing  with  them  we  must  use  some 
form  of  currency  whose  value  does  not  depend  on  anything  personal  to 
them  or  to  us.  In  that  case  the  bank  note  is  much  more  serviceable 
than  the  check.  Again  the  habits  of  the  community  have  much  to  do 
with  the  relative  serviceableness  of  the  check  and  the  note.  In  old^ 
thickly  settled  communities,  where  banks  have  long  existed  and  where 
the  people  have  acquired  the  habit  of  making  deposits  and  paying  by 
checks,  the  use  of  checks  will  cover  all  large  payments  and  will  even 
be  the  medium  used  in  more  than  half  of  the  retail  transactions.  But 
in  the  new  and  sparsely  settled  parts  of  the  country,  where  banks  are 
fewer  and  less  accessible,  and  where  the  people  have  not  become 
habituated  to  deposits  and  checks,  the  bank  note  will  be  found  the 
more  serviceable  form  of  using  the  bank  credit.  It  seems  reasonable^ 
therefore,  that  the  law  governing  the  operations  of  banks  should  be  oi 
such  character  as  will  make  it  practicable  for  banks  in  all  sections  of 
the  country  to  provide  the  form  of  currency  which  will  enable  them  to 
best  serve  the  communities  in  which  they  are  located.  As  Professor 
Charles  F.  Dunbar  well  says; 

It  Is  of  fi^eat  oonaeqaence  that  the  mediam  rued  shoald  be  made  no  of  the  kinds 
most  conyenieat  for  the  aae  of  the  oommanity,  and  divided  between  tnose  kinds  in 
the  proportions  most  convenient.    Tliis  question  of  proportion  is  one  which  no  com- 
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bination  of  connselon,  public  or  private,  can  determiue.  *  «  *  Left  to  itself 
the  country  settles  this  problem  of  proportion  in  a  natural  way — by  the  demand 
which  each  indiyidual  using  a  credit  currency  of  any  kind  will  make  for  notes  or  lor 
a  deposit  account,  as  his  special  conditions  may  require.  But  in  order  that  this 
natural  process  should  go  on  easily  and  without  inconvenience  to  the  community,  it 
is  requisite  that  the  banlcB  or  bankers  with  whom  individuals  deal  when  obtnining 
loans  or  receiving  payments  should  have  the  ability  to  respond  to  deiusmd  in  either 
form;  in  other  words,  that  the  creditor  of  the  bank  or  banker  should  be  able  to 
receive  the  evidence  of  his  claim  in  the  one  form  if  he  expects  to  use  it  in  large 
operations  or  in  a  closely  settled  community,  or  in  the  other  if  in  amall  operations 
or  where  hand-to-hand  dealings  are  the  rule,  and  that  the  lender  should  find  his 
profit  equally  in  responding  to  either  demand.  It  is  only  by  being  allowed  to  take 
one  or  the  other  form,  au  occasion  requires,  that  a  given  mass  of  bank  credit  can 
perform  its  functions  with  the  maximum  of  public  advantage. 

WHY  THERE  ARE  LIMITATIONS  ON  BANK-NOTE  ISSX7ES. 

This  brings  as  to  the  question,  Why  should  there  be  any  limitations 
on  the  ]»o\v(T  of  a  bank  to  issue  that  particular  form  of  obhgati«m 
expressed  by  a  bank  notet  The  law  puts  no  limit  on  the  amount  for 
which  a  bank  may  become  liable  through  demand  by  check;  nor  does 
the  law  attempt  to  limit  the  right  of  any  individual  to  make  such  num- 
ber and  amount  of  notes  as  he  chooses  and  pass  them  to  any  person  will- 
ing to  receive  them;  nor  does  it  limit  the  right  of  a  number  of  per- 
sons to  unite  in  making  such  number  of  notes  as  they  choose  and  asiug 
them  in  the  purchase  of  whatsoever  they  desire  from  persons  willing  to 
accept  them.  Why,  then,  should  the  public,  through  law,  interfere 
with  the  freedom  of  banks  to  issue  such  number  of  notes  as  they  may 
deem  desirable!  The  chief  purpose  is  not  to  protect  the  holder  from 
loss,  because  he  accepts  the  bank  note  voluntarily,  the  notes  not  being 
legal  tender,  and  he  could  have  his  recourse  through  the  courts  in  ciu$e 
of  default,  the  same  as  against  the  maker  of  any  other  note  that  he 
might  accept.  Indeed,  until  well  along  in  this  century  the  issuing  of 
notes  was  regarded  as  inherent  in  the  nature  of  a  bank.  The  reason 
for  the  limitation  and  regulation  of  banknote  issuer  was  well  expressed 
by  former  Secretary  of  the  Treasury  Charles  S.  Pairchiki,  in  his  state- 
ments before  the  Committee  on  Banking  and  Currency  last  January 
(Hearings,  p.  92),  as  follows : 

I  conceive  that  the  way  Government  gets  its  right  to  interfere  as  to  these  demaDd 
ohligations  is  this:  They  were  foniid  to  be  a  most  U8ofnl  instrnment  in  transferring 
property  and  services  from  man  to  man.  To  attain  their  highest  uaefnlnc^'S  how- 
ever,  it*^  was  necessary  that  they  should  have  great  rapidity  of  movement,  and  ia 
order  to  attain  that  rapidity  of  movement  the  receiver  of  them  must  be  saved  the 
necessity  of  looking  to  the  credit  of  the  issuing  party,  whoever  he  might  be. 

Therefore  Government  properly  came  in  and  devised  a  system  by  which  they  shall 
be  issued  and  then  certifies  that  they  ore  issued  under  that  systom.  So  that  a  maa 
who  takes  a  note,  if  he  knows  how  good  the  system  is,  can  know  how  good  the  note 
is,  and  he  does  not  have  to  stop  to  Took  further.  He  has  to  know  one  large  thing 
instead  of  a  vast  number  of  smaller  things. 

Now,  that  is  the  same  service  exactly  that  the  Government  performs  when  it  coins 
pieces  of  bullion.  In  the  case  of  silver  another  service  is  performed,  because  with  the 
silver  dollars  the  Government  has  put  a  certain  degree  of  promise  behind  them;  but 
take  a  piece  of  gold — and  it  would  be  the  same  way  with  silver  if  we  had  the  free 
coinage  of  silver  with  no  Government  credit  behind  it — and  what  the  Governni«*nt 
does  in  that  instance  is  simply  to  take  the  piece  of  bullion  from  the  owner  of  it  and 

?ut  it  in  a  certain  form  and  certify  that  it  is  such  a  quantity  and  of  snch  a  qnality. 
'he  Government  does  not  contribute  any  capital;  it  does  not  put  anything  into  the 
bullion  transaction;  it  does  not  confer  much  bent>Ht  upon  the  owner  of  the  bullion, 
because  he  could  put  the  weight  and  the  quality  on  it  if  the  Government  did  not  do 
that,  but  it  does  confer  a  very  great  beuetit  upon  the  people  who  want  to  use  that 
bullion  for  the  transfer  of  their  property  and  services,  in  that  it  saves  them  the 
trouble  of  assaying  and  weighing. 

The  Government  does  the  same  thing  with  a  bank  note.  It  does  not  put  any  capi* 
tal  into  it.    It  does  not  give  it  any  credit,  except  that  it  provides  a  system  and  certi- 
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fies  tbat  it  is  issued  under  that  system.  The  Government  performs  a  ^reat  service  in 
that  way,  of  course,  to  the  people  who  want  to  use  bank  notes,  and  in  both  cases  it 
perfonus  a  great  service  to  the  whole  community  in  that  it  diminishes  the  amount 
of  bullion  and  the  number  of  bank  notes  necessary  to  carry  on  the  transactions  of  the 
community,  because  it  gives  them  both  greater  rapidity  of  movement  and  oausea 
less  of  them  to  be  required  for  the  same  volume  of  transactions. 

If  that  is  a  true  statement  of  the  Government's  functions  in  regard  to  bank  notes, 
it  has  always  seemed  to  me  we  should  approach  the  subject  with  the  fact  in  view 
that  the  duty  of  Government  is  not  to  repress  these  things,  but  to  go  on  in  the 
dirction  of  the  principle,  the  philosophy,  which  has  given  it  its  right  to  interfc^re 
at  all,  and  simply  provide  for  the  greatest  facility  of  movement,  that  being  depend- 
ent on  the  goodness  of  the  system  that  it  devised,  and,  having  done  that,  leave  the 
people  to  take  care  of  themselves. 

MERITS  OF  OUR  P^IESENT  BANK-NOTE  SYSTEM. 

In  consideriDg  a  proposal  to  change  onr  system  of  bank  note  issues, 
it  is  proper  that  we  candidly  examine  the  system  that  we  have,  recognize 
its  merits  and  preserve  them,  discover  its  faults  and  correct  them. 

Under  our  present  system,  bank  notes  can  be  issued  only  by  banks 
operating  under  authority  granted  by  the  United  States,  and  which 
are  therefore  called  '*  national  banks."  The  issue  of  bank  notes  by 
other  banking  institutions  is  not  forbidden  by  law ;  but  the  United 
States  levies  a  tax  at  the  rate  of  10  per  cent  per  annum  on  all  bank- 
note issues  other  than  those  of  national  banks,  the  eti'ect  of  which  tax 
is  to  prohibit  all  other  bank-note  issues.  A  national  bank  may  be 
organized  in  any  part  of  the  United  States  by  any  number  of  persons, 
not  less  than  five.  The  minimum  capital  required  is  $100,000  actually 
paid  in-,  except  that  in  places  of  less  than  6,000  inliabitants  national 
banks  may  be  established  with  a  capital  of  $50,000.  The  persons 
desiring  to  establish  a  national  bank  must  satisfy  the  Comptroller  of 
the  Currency  that  they  are  proper  persons  to  be  intrusted  with  this 
authority,  that  their  financial  standing  will  warrant  him  in  granting  it, 
and  that  the  capital  is  all  paid  in. 

As  an  antecedent  condition  to  the  transaction  of  business,  a  national 
banking  association  is  required  to  buy  in  the  market  United  States 
bonds  to  an  amount  the  face  value  of  which  shall  not  be  less  than  25 
per  cent  of  the  capital  of  the  bank,  but  not  exceeding  $50^000.  The 
entire  capital  may  be  invested  in  these  bonds.  Upon  depositing  these 
bonds  with  the  United  States  Treasurer  at  Washington  an  amount  of 
notes  bearing  the  promise  of  the  bank  to  pay  the  specified  sum  on 
demand  may  be  issued  to  it  equal  to  90  per  cent  of  the  par  value  of  the 
bonds  BO  deposited,  and  not  exceeding  90  per  cent  of  the  capital  of  the 
bank.  Upon  being  signed  by  the  proper  officers  of  the  bank,  these 
notes  may  be  used  as  currency.  These  notes  are  not  a  legal  tender  in 
payment  of  debt,  except  to  national  banks,  all  of  which  are  bound  to 
accept  them  at  par;  and  they  are  receivable  in  payment  of  dues  to  and 
from  the  United  States,  except  duties  on  imports  and  interest  on  the 
public  debt.  They  are  redeemable  in  lawful  money  at  the  United 
States  Treasury,  each  national  bank  being  required  to  keep  in  the  hands 
of  the  United  States  Treasurer  for  this  puri>ose  a  fund  in  lawful  money 
equal  to  5  per  cent  of  its  circulation. 

The  present  system  had  its  origin  during  the  civil  war,  the  prime 
object  of  the  Government  being  to  make  a  market  for  its  bonds. 
Though  the  system  thus  ha<l  its  origin,  not  in  the  demands  of  trade,  but 
in  the  exigencies  of  the  Government,  it  has  in  some  respects  served  the 
purposes  of  trade  excellently.  In  the  first  place,  the  notes  issued  under 
this  system  are  safe.  No  one  has  ever  lost  a  dollar  through  having  in 
his  possession  a  national  bank  note.    They  are  good,  whether  the  bank 
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by  which  they  were  issaed  and  whose  promise  they  bear  remains  solvent 
or  not.  Moreover,  they  are  eqaally  good  all  over  the  country.  A  note 
issued  from  a  bank  in  Maine  is  good  in  California.  Before  the  war 
bank  notes  were  issued  under  State  regulation.  As  might  be  expected, 
the  regulations  varied,  those  of  some  States  being  wise  and  those  of 
other  States  being  very  unwise.  As  a  consequence,  some  of  the  notes 
were  perfectly  good  and  others  were  almost  or  quite  worthless.  And  even 
those  that  were  good  locally,  where  the  methods  and  standing  of  the 
issuing  bank  were  known,  were  rarely  good  outside  of  the  State  or  sec- 
tion where  they  were  issued.  The  present  system  has  demonstrated 
that  it  is  possible,  without  granting  a  monopoly  of  the  note-issning 
power  to  one  bank,  to  have  bank  notes  which  are  absolutely  safe  from 
loss  to  their  holders  through  any  mismanagement  of  the  bank,  and 
uniformly  good  all  over  the  country.  And  the  people  of  the  United 
States  would  not  and  should  not  approve  of  any  system  which  would 
fall  short  of  the  present  standard  in  these  respects. 

DEMERITS  OF  OUR  PRESENT  BANK-NOTE  SYSTEM. 

But  the  system  of  bond-based  bank-note  issues  is  by  its  very  nature 
open  to  serious  objections. 

The  vital  thing  to  remember  in  considering  this  subject  is  that  cor- 
rency  is  simply  an  instrument  of  trade,  a  means  of  effecting  exchanges; 
that  it  has  no  other  use  or  purpose,  and  that  therefore  its  volume  should 
depend  upon  and  be  responsive  to  the  demands  of  trade.  But  in  this 
vital  matter  a  system  of  bond-based  bank-notes  signally  fails. 

In  the  first  place,  the  volume  of  notes  under  this  system  is  largely 
determined  by  the  state  of  the  Government's  credit.  The  issue  of  notes 
is  conditioned  upon  the  prior  purchase  of  Government  bonds.  If,  then, 
the  credit  of  Government  be  low,  the  bonds  bear  a  high  rate  of  inter- 
est and  yet  can  be  bought  for  a  small  price.  Under  such  circumstances 
it  will  be  profitable  to  buy  the  bonds  and  issue  notes  upon  them.  But 
as  the  credit  of  the  Government  improves  the  bonds  bring  a  higher 
price  and  pay  a  lower  rate  of  interest  Then  it  becomes  unprofitahle 
to  invest  in  the  bonds  and  issue  the  notes.  As  proof  of  the  correctness 
of  this  reasoning,  attention  is  invited  to  Table  5,  in  the  appendix  to  this 
report,  which  shows  the  volume  of  national-bank  notes  m  circulation 
each  year  since  the  establishment  of  the  system.  After  the  close  ol 
the  war,  when  the  process  of  paying  the  bonds  or  refunding  into  lower- 
rate  bonds  (indicative  of  improved  public  credit)  was  well  under  way, 
the  volume  of  national-bank  notes  grew  steadily  smaller,  shrinking 
from  $339,081,799  in  1873  to  $122,928,085  in  1890. 

In  the  second  place,  the  higher  the  prevailing  commercial  rate  of 
interest  the  less  likely  are  bond-based  notes  to  be  issued.  For  example, 
suppose  that  the  market  price  of  United  States  bonds  bearing  4  per 
cent  interest  is  120.  In  that  case,  by  investing  $120,000  a  bank  can 
buy  $100,000  of  bonds.  On  the  deposit  of  these  bonds  it  can  get 
$90,000  in  circulating  notes.  But  it  is  required  to  put  up  with  the 
United  States  Treasurer  a  redemption  fund  equal  to  6  i)er  cent  of  its 
circulation.  In  this  case  the  redemption  fund  would  be  $4,500.  So 
that  instead  of  having  $120,000  to  lend  the  bank  would  find  itself  with 
only  $85,500  to  lend, or  $35,500  less  than  if  it  had  not  taken  banknote 
circulation.  Now,  if  the  local  rate  of  interest  be  low,  somewhere  near 
that  paid  by  the  bonds,  the  bank  may  find  it  reasonably  profitable  to 
take  out  the  circulation.  But  the  higher  the  local  rate  the  less  inclined 
the  bank  will  be  to  diminish  the  amount  of  its  loanable  funds  by  inves^ 
ment  in  low-rate  bonds.    As  proof  of  the  correctness  of  this  reasoning 
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attention  is  invited  to  Table  6  in  the  appendix,  showing  the  extent  to 
which  national  banks  in  different  sections  of  the  country  issue  currency 
in  the  form  of  bank  notes,  as  computed  from  data  in  the  rei>ort  of  the 
Comptroller  of  the  Currency  for  1897. 

The  first  group  consists  of  the  banks,  132  in  number,  having  an 
aggregate  capital  of  117,530,250,  in  three  typical  New  England  States. 
The  amount  of  bank-note  circulation  that  could  be  issued  on  the  mini- 
mum required  deposit  of  bonds  was  13,650.625,  while  the  amount  of 
circulation  actually  taken  out  was  $10,036,585.  The  next  group  con- 
sists of  three  Western  States — Nebraska,  Kansas,  and  Missouri  (out- 
side of  St.  Louis) — with  264  national  banks,  having  an  aggregate  capital 
of  $25,457,100.  The  amount  of  circulation  that  could  be  issued  on  the 
minimum  required  deposit  of  bonds  was  $4,681,597,  while  the  amount 
actually  taken  out  was  only  $5,518,237.  The  next  group  consists  of 
six  Southern  States,  with  102  national  banks,  having  an  aggregate 
capital  of  $10,779,000.  The  amount  of  circulation  that  could  be  issued 
on  the  minimum  required  bond  deposit  was  $2,273,400,  while  the  amount 
actually  taken  out  was  only  $2,568,317.  That  is,  in  the  New  England 
group,  where  the  Ideal  rates  of  interest  are  low,  the  amount  actually 
taken  out  was  three  times  the  minimum,  while  in  the  Western  and 
Southern  groups,  where  the  local  rates  of  interest  are  high,  the  banks 
scarcely  exceeded  the  minimum. 

In  other  words,  te  those  sections  of  our  country  where  capital  is  plen- 
tiful and  where  the  rates  of  interest  are  low,  our  present  system  gives 
increase  te  abundance;  while  te  those  sections  where  rates  of  interest 
are  high,  showing  the  need  of  loanable  funds,  the  system  gives  little 
relief.  In  order  to  secure  bank  notes  for  circulation  a  community  must 
invest  more  capital  in  bonds  than  it  gets  back  in  the  form  of  bank  notes — 
that  is,  a  community  is  required  under  our  present  system  to  send  away 
a  part  of  its  loanable  capital  for  investment  at  a  low  rate.  But  this  is 
precisely  what  a  community  having  inadequate  loanable  capital  can 
not  afford  to  do.  And  if  a  portion  of  the  loanable  capital  be  sent  away 
for  this  low-rate  investment  the  rate  of  interest  on  the  remaining  funds 
must  be  raised. 

In  the  third  place,  as  a  corollary  of  the  above,  a  system  of  bank-note 
issues  based  on  Government  bonds  can  not  be  responsive  to  seasonal 
demands.  In  the  agricultural  communities  of  the  West  and  South  the 
demand  for  currency  during  the  three  or  four  months  in  which  the  bulk 
of  the  crop  is  being  moved  is  very  much  greater  than  it  is  during  the 
rest  of  the  year;  and  to  be  of  most  service  the  funds  must  be  in  the 
form  of  coin  or  bills,  preferably  the  latter.  These  extra  funds  the  banks 
in  the  vicinity  ought  to  be  able  to  provide  through  increased  issue  of 
bank  notes  based  upon  the  values,  promptly  realizable,  of  the  crops 
themselves;  but  to  this  seasonal  demand  the  local  banks  are  under  the 
present  system  utterly  unable  to  respond.  To  secure  the  funds  the 
buyers  of  the  products  must  go  to  the  money  centers  and  borrow.  Their 
demand  for  funds  must  there  meet  and  compete  with  other  demands 
of  the  same  kind,  and  the  consequence  is  that  they  can  command  the 
necessary  funds  only  by  offering  a  higher  rate  of  interest.  This,  of 
course,  means  that  so  much  less  can  be  paid  for  the  products,  and  in  so 
far  as  the  rate  is  unnecessarily  high  there  is  an  unnecessary  loss  to 
the  producer.  <<The  means  to  move  the  crops  should  be  furnished  by 
the  crops  themselves,"  and  under  a  proper  system  of  bank-note  issues 
they  will  be  so  furnished,  to  the  mutual  advantage  of  the  producer  and 
the  banker. 

In  the  fourth  place,  as  a  second  corollary  of  the  above,  bank-note 


112  BTEENGTHENINO  THE   PUBLIC   CREDIT,  ETC. 

issues  can  not  under  the  present  system  respond  promptly  to  emer- 
ireucy  demands  for  note  currency.  A  good  illastration  of  the  delay  in 
respoudiiig  to  such  demands  was  fnrnished  in  the  summer  of  1893: 

The  New  York  banks  held  on  Jnne  1,  1893,  a  sarplns  of  $21,000,000  in  excesaof 
their  \egti\  reserve.  At  that  time  the  volame  of  national-bank  notes  ontstauding 
was  about  $177,000^000.  By  the  Ist  of  August  extraordinary  demands  for  carreiicy 
had  drawn  down  the  reserve  to  $14,000,000  below  the  legal  minimum,  and  the  ont- 
stauding notes  were  only  about  $5,000,000  more  than  on  June  1.  By  September  I, 
however,  when  the  reserves  wore  but  $1,500,000  below  the  minimum,  when  the 
urgency  was  piist  and  currency  was  once  more  comparatively  abundant,  the  notes 
had  Ue^un  to  expand  and  had  already  reached  $199,800,000,  subsequently  risiog  to 
$L'09,300,000  on  November  1,  notwithstanding  the  continued  decrease  in  the  demand 
lor  them.* 

Having  been  called  into  existence  not  by  the  requirements  of  trade 
but  by  the  exigencies  of  the  Government,  being  based  on  the  debt  ot 
the  country  instead  of  its  wealth,  on  what  our  peox>le  collectively  owe 
instead  of  what  they  individually  own,  our  present  system  of  bank-note 
issue  is  not  a  true  bank  currency,  and  is  therefore  unresponsive  to  the 
demands  of  trade,  coming  &)rth  when  and  where  there  is  little  demand 
for  it  and  responding  slow^  or  not  at  all  when  and  where  the  need  i3 
urgent.  Ancl  the  trouble  is  inherent  in  the  system;  it  can  not  be 
remedied  except  by  a  change  of  basis.  The  one  merit  of  our  present 
system,  and  it  is  a  very  great  one,  is  that  the  notes  are  good,  and  uni- 
formly good,  all  over  tbe  country.  Can  a  system  be  devised  whereby 
this  essential  quality  can  be  retained  completely,  giving  us  a  currency 
absolutely  good  from  Maine  to  California,  yet  ample  in  quantity  to  meet 
all  the  needs  of  business  in  every  section  and  at  all  seasons,  at  the 
minimnm  of  cost  and  with  a  maximum  of  efficiency  Y  Your  committee 
believe  that  the  answer  to  the  foregoing  question  is  yes,  and  that  the 
bill  herewith  reported  embodies  the  plan  whereby  that  result  can  be 
reached. 

WHAT  IS  PROPOSED. 

The  we<alth  of  a  country  should  be  the  basis  of  its  currency.  The  basis  is  far- 
nishcd  by  commerce  itnelf.  The  products  of  the  labor  of  the  people  represent  all 
there  is  of  tinancial  value  (wealtli)  in  a  nation.  Commercial  banks,  the  friends  of 
aU  classes  of  people,  the  longest- lived  and  soundest  institutions  known  to  history, 
are  the  custodians  of  the  representatives  of  this  wealth  in  the  shape  of  commercial 
assets,  and  commercial  assets,  all  time  proves,  are  the  highest  form  of  security  for 
note  circulation.  Notes  issued  by  properly  capitalized  and  inspected  banks,  to  the 
extent  of  a  portion  of  their  paid-up  capital,  and  made  a  first  lien  upon  their  assets, 
not  specially  pledged  but  held  as  general  security,  have  behind  them  the  only  tmly 
scientific  basis  for  circulation  in  a  country  like  oars,  the  basis  being  the  product  of 
the  energy,  the  muscle,  and  the  bruin  of  our  people.  Trade  consists  in  the  exchange 
of  these  products.  Banks  are  the  natural  facilitators  of  such  exchange.  They 
hold,  in  short,  bills  receivable,  the  paper  representatives  of  the  products  them- 
selves. As  by  the  increase  of  products  trade  increases,  so,  scientifically  and  natur- 
ally,  there  is  produced  in  an  increase  of  twsets  a  larger  basis  for  note  circulation. 
The  means  to  move  the  crops  are  furnished  by  tlie  crops  themselves.  What  better 
basis  for  bank  notes  can  be  created  than  these  quick  assets  f  Such  bank  notes, 
under  regulations  for  daily  redemption,  modestly  and  automatically  retire  when 
they  are  not  needed. 

(iraft  this  principle  upon  the  national  system.  Abolish  the  oversecurity  and  the 
tax  on  circulation.  Drop  the  United  States  bond  special  security.  Adopt  the  gen- 
eral seonrity  principle,  which  is  in  such  successful  operation  in  Canada,  making  the 
note  a  first  lien  on  all  assets,  including  double  liability  of  stockholders,  limiting  its 
issue  to  a  percentage  of  the  capital,  with  a  guaranty  fund,  and  other  minor  details 
to  be  arranged. 

These  words  of  Mr.  W.  0.  Oomwell,  of  Buffalo,  N".  Y.,  in  an  address 
delivered  in  Chicago  in  1893,  are  a  prophecy  of  the  spirit,  motive,  and 

I  Report  of  the  Monetary  Commission. 
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method  of  the  bill  herewith  reported.  The  bill  proposes  to  recog^nize 
the  principle  that  '<the  wealth  of  the  coantry  shoald  be  the  basis  of  its 
currency,"  and  that  the  special  bond  security  should  be  abolished. 

Such  a  currency,  made  absolutely  safe,  based  upon  and  springing 
out  of  the  production  of  the  people,  always  proving  responsive  to  their 
requirements  and  adequate  to  their  needs,  is  truly  a  currency  of  the 
people  and  will  serve  them  better  and  protect  their  interests  more 
fully  than  any  other  can,  provided  always  that  it  is  kept  as  good  as  gold 
in  their  hands,  by  current  redemption  in  that  metal  which  is  used  as 
the  standard  of  value  by  all  the  civilized  world. 

The  purpose  of  this  measure  is  to  give  to  the  cotton  and  wheat  grower, 
the  cattle-feeder,  and  the  manufacturer  a  lower  rate  of  interest  when 
its  fuU  advantages  are  attained,  in  every  part  of  the  United  States,  and 
a  currency  ample  for  the  legitimate  requirements  of  the  farm  and  the 
factory.  It  applies  to  our  present  banking  system  the  principal  of  credit 
currency,  which  has  been  in  practice  in  Scotland  for  more  than  two 
hundred  years,  and  been  aptly  described  as  follows: 

^4t  has  provided  Scotland  with  an  elastic  currency  adapted  to  the 
conditions  of  her  industries  and  adequate  in  volume  to  their  changing 
needs.  It  has  afforded  an  opportunity  for  entering  business  to  thou- 
sands of  poor  but  honest  men  and  enabled  them  to  lay  the  foundation 
of  a  comfortable  home,  and,  in  many  cases,  of  a  fortune." 

''It  has  convinced  the  people  so  conclusively  of  the  value  and  safety 
of  the  banking  cu^ency  system  that  no  serious  panic  has  ever  lasted 
beyond  a  few  days  or  has  ever  affected  any  of  the  banks  except  those 
which  were  justly  the  subject  of  distrust."  (Gonant's  History  of  Modern 
Banks  of  Issue,  p.  155.) 

THE  NECESSITY  OP  CAUTION  IN  MAKING  CHANGES. 

While  the  principles  thus  set  forth  are  the  fundamental  principles 
which  shoald  govern  the  issue  of  currency,  your  committee  have  been 
conscious  of  the  fact  that  the  United  States  has  beem  long  accustomed 
to  a  different  system  of  currency  and  that  radical  and  rapid  changes 
might  induce  anxiety  and  disturbance.  We  have  therefore  proceeded 
with  an  abandant  measure  of  conservatism  in  proposing  to  apply  these 
principles  of  currency  to  existing  conditions  in  the  United  States.  We 
have  provided  in  the  bill  herewith  reported  a  system  which  departs 
only  by  degrees  from  the  existing  system,  and  which  at  nearly  every 
step  leaves  the  field  open  for  the  competitive  trial  of  the  new  system 
along  with  the  old.  Such  a  trial,  it  is  reasonable  to  believe,  would 
result  in  adherence  to  that  which  proves  safest  and  most  advantageous 
to  the  community. 

Wide  discretion  is  given  to  the  Comptrollers  of  the  Currency  to 
arrest  any  undue  expansion  of  bank-note  circulation  and  to  refuse  to 
admit  to  the  new  system  banks  which  do  not  prove  their  solvency  and 
conservatism.  The  new  system,  moreover,  is  to  be  substituted  only 
over  a  series  of  years  for  the  old,  and  if  at  any  step  the  substitution 
appears  to  involve  danger  either  to  the  national  credit  or  to  safe  rules 
of  banking,  it  will  be  in  the  power  of  Congress  to  arrest  the  change 
before  it  has  attained  a  dangerous  momentum.  Your  committee,  rein- 
forced by  the  study  of  the  banking  history  of  all  nations,  so  firmly 
believe  that  the  new  system  will  vindicate  it«  soundness  and  benefits 
to  the  couDtry  that  they  have  so  adjusted  the  provisions  of  the  pro* 
posed  bill  that  the  relations  of  the  new  to  the  old  during  the  transition 
period  will  be  essentially  a  question  of  the  survival  of  the  fittest. 
B  & 
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GOOD  FEATURES  OF  PRESENT  LAW  CONTINUED. 

It  is  believed  that  every  good  feature  of  our  present  system  is  pre- 
served.   No  change  is  made  except  where  it  is  imperatively  demanded 
in  the  public  interest.    The  great  merit  of  our  present  system  is  the 
uniform  goodness  of  all  the  bank  notes.    "Every  note  of  every  bank, 
no  matter  what  the  bank,  where  it  is,  or  what  its  condition,  being 
secured  in  precisely  the  same  manner  and  degree,  passes  curreut 
everywhere  without  a  thought  of  discrimination."    The  bill  continues 
this  plan  of  having  all  the  bank  notes  '<  secured  in  precisely  the  same 
manner  and  degree."    This  necessitates  the  continuance  of  the  policy 
of  restricting  the  note-issuing  power  to  banks  operating  under  authority 
of  the  General  Government;  that  is,  all  bank  notes  will  be  issued  by 
"  national "  banks.    As  now,  these  banks  may  be  organized  in  any  part 
of  the  United  States  by  any  number  of  persons  not  less  than  five.    For 
the  benefit,  however,  of  communities  of  small  population,  it  is  provided 
that  where  the  population  is  less  than  3,000  the  capital  required  shall 
be  only  $25,000.    Persons  desiring  to  establish  a  national  bank  most, 
as  now,  satisfy  the  Comptrollers  of  the  Currency  that  they  possess  the 
requisite  character  and  financial  standing  and  that  the  capital  is  fally 
paid  in.    As  now,  the  engraving  and  printing  of  the  notes  will  be  done 
by  the  United  States  Government,  the  expense  being  paid  by  the  banks, 
respectively.    This  will  enable  the  Comptrollers  of  the  Currency  to  con- 
trol the  volume  within  the  limits  provided  by  law.    It  will  at  the  same 
time  preserve  the  uniformity  of  appearance  of  the  notes  (thus,  as  now, 
facilitating  their  currency),  and  the  superior  execution  and  special 
paper  will  continue  to  practically  prevent  counterfeiting.    The  inspec- 
tion will  continue  to  be  by  officers  of  the  United  States,  but  new  safe- 
guards have  been  added  to  render  the  supervision  even  more  effective 
than  it  has  been. 

On  account  of  their  demonstrated  safety,  the  bond-based  notes  are 
thought  well  of  everywhere.  And  in  some  parts  of  the  country,  where 
there  is  a  surplus  of  accumulated  capital  seeking  investment  even  at  a 
low  rate,  these  notes  may  be  issued  at  a  reasonable  profit.  It  seemeil 
only  right,  therefore,  as  well  as  prudent,  not  to  put  anything  in  the 
way  of  the  continued  use  of  this  class  of  notes  where  they  are  desired, 
until  by  the  payment  of  our  national  debt  the  basis  will  of  necessity 
be  removed.  And  all  the  conditions  of  their  issue  remain  the  same  as 
now,  except  that  notes  are  issued  to  the  par  of  the  bonds  and  to  the 
full  amount  of  the  capital,  instead  of  being  limited  to  90  per  cent  as  now, 
and  the  tax  on  circulation  is  removed.  The  90  per  cent  limit  was  imposed 
at  a  time  when  the  credit  of  the  Government  was  low  and  it  was  deemed 
advisable  to  provide  in  this  way  a  margin  of  safety.  As  the  national 
bonds  now  bear  a  premium,  and  in  view  of  the  specific  recommendation 
in  last  annual  message  of  the  President,  it  seemed  that  the  least  that 
should  be  done  would  be  to  allow  the  issue  to  par. 

THE  NEW  PLAN  FOR  BANK-NOTE  ISSUES. 

Some  of  the  arguments  in  favor  of  a  currency  based  uiwn  commercial 
assets,  flexibly  adjusted  to  the  demands  of  business,  have  already  been 
set  forth.  The  present  national  bank-note  system,  under  which  the 
notes  are  secured  by  a  deposit  of  interest-bearing  bonds  with  the  United 
States  Treasurer,  does  not,  as  already  pointed  out,  afford  this  respon- 
siveness to  the  demands  of  business.  On  the  contrary,  under  the  high 
premiums  which  now  have  to  be  paid  for  the  bonds,  the  remarkable 
phenomenon  is  presented  that  as  interest  rates  rise  in  the  money  mar- 
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ket,  indicatiDg  the  scarcity  of  the  circulating  medium,  it  becomes  less 
profitable  to  issue  national  bank  circulation  and  more  profitable  to  loan 
capital  directly,  without  putting  it  into  the  form  of  circulating  notes. 
In  this  respect,  as  in  respect  to  the  accumulation  of  money  in  the  Treas- 
ury in  times  of  prosperity  and  large  revenues,  our  present  currency  sys- 
tem works  in  the  wrong  direction,  fettering  trade  when  it  most  needs 
freedom,  and  flooding  the  circulation  with  redundant  paper  when  the 
markets  are  most  sluggish. 

For  this  reason  we  believe  that  the  currency  should  be  based  upon 
the  commercial  assets  of  the  banks,  and  that  there  should  be  no  specific 
pledged  security  except  a  safety  ftind  of  such  amount  as,  from  the 
experience  of  our  own  and  other  countries,  would  protect  the  note-holder 
against  any  possible  loss.  Your  committee,  however,  mindful  of  the 
uufamiliarity  of  this  proposition  in  the  United  States  within  the  last 
thirty  years,  propose  that  no  bank  shall  issue  circulating  notes  which 
does  not  have  on  deposit  as  many  bonds  as  are  now  required  by  law, 
receiving  back  its  notes  in  the  form  of  the  present  national-bank  note 
to  an  amount  equal  to  the  face  of  the  bonds.  It  must  also  deposit  an 
amount  of  greenbacks  equal  to  at  least  25  per  cent  of  its  capital,  in 
return  for  which  it  receives  an  equal  amount  of  national  reserve  notes. 
It  may  then  secure  an  amount  of  notes  based  on  its  general  assets 
equal  to  25  per  cent  of  its  capital,  provided  that  bond-based  notes  have 
first  been  secured  to  an  equal  amount.  It  tnust,  however,  have  depos- 
iteil  with  the  Government,  to  be  placed  in  the  banknote  guaranty 
fund,  a  sum  in  gold  coin  equal  to  5  per  cent  of  these  last  notes,  and 
must  have  made  such  arrangements  for  the  current  redemption  of 
these  notes  at  some  clearing-house  city,  as  well  as  at  its  own  counter, 
as  the  comptrollers  may  direct  and  approve. 

TWO  ILLUSTRATIONS. 

How  would  a  l^ew  England  bank  probably  act?  In  l^Tew  England 
loanable  capital  is  abundant.  The  people  are  very  conservative,  and 
the  banks  of  that  section  will  probably  be  slow  to  adopt  the  new  note 
issue.  A  bank  in  Ehode  Island,  for  example,  will  probably  deposit 
bonds  to  an  amount  approximating  its  capital,  take  an  amount  of 
national-reserve  notes  not  very  greatly  in  excess  of  the  minimum 
requirement,  and  none  of  the  new  notes.  After  the  success  of  the  new 
note  has  been  demonstrated,  after  its  entire  safety  and  great  desirability 
have  been  thoroughly  established  through  some  years  of  experience, 
then  the  new  note  will  be  gradually  taken  out  there  as  elsewhere. 

How  would  a  Minnesota  bank  probably  act?  Minnesota  is  possessed 
of  immense  undeveloped  resources.  Capital  invested  with  reasonable 
prudence  yields  large  returns.  Though  possessed  of  much  wealth  for  a 
yonng  State,  there  are  so  many  openings  for  profitable  investment  that 
there  is  large  demand  for  loanable  capital  at  a  good  rate  of  interest. 
A  bank  in  Minnesota,  therefore,  would  probably  take  at  once  the  maxi- 
mum permitted;  that  is,  it  would  take  out  bond-based  notes  to  the 
amount  of  40  per  cent  of  its  capital,  reserve  notes  to  the  same  amount, 
and  thereby  secure  the  right  to  issue  the  new  form  of  note  to  the  amount 
of  40  per  cent  of  its  capital.  And  each  year  after  four  years  from  the 
passageof  this  act,  it  would  reduce  the  amount  of  its  bond-based  notes,  as 
provided  in  this  bill,  so  that  at  the  end  of  eight  years  from  the  passage  of 
this  act  the  Minnesota  bank  would  be  able  to  use  its  credit  in  the  form  of 
untaxed,  bank  notes  to  the  extent  of  80  per  cent  of  its  capital,  and  with 
the  same  profit  to  itself  and  its  customers  as  it  can  now  use  its  credit  to 
be  drawn  upon  by  check. 
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HOW  THE  NEW  NOTES  ARE  RENDERED  ABSOLUTELY  SAFE. 

As  has  been  said,  a  bank  note  is  practically  the  same  thing  as  the 
demand  upon  a  bank  expressed  in  a  check.  Before  a  bank  will  give  to 
any  person  the  right  to  check  against  it,  it  will  require  that  person  to 
deposit  either  cash  or  something  else  readily  convertible  into  cash. 
Before  giving  out  its  note,  too,  the  bank  will  require  the  person  to  whom 
it  is  given  to  make  a  similar  deposit.  The  ideal  condition  will  be  reached 
when,  the  person  having  made  the  necessary  deposit,  the  bank  can 
furnish  him  either  a  check  book  or  its  notes  with  equal  ease  and  at 
equal  cost,  leaving  the  customer  to  select  the  form  of  demand  obliga- 
tion which  will  best  serve  his  legitimate  business  purposes.  As  a  mat- 
ter of  fact,  the  same  management  of  the  bank  which  will  render  the 
check  safe  will  make  the  note  safe.  But,  as  has  been  said  earher,  the 
note  is  to  go  everywhere  and  be  used  by  people  unacquainted  with  each 
other  or  with  the  bank.  To  facilitate  its  use,  therefore,  it  mast  be 
issued  under  a  system  which  can  be  readily  understood  and  which  will 
give  to  the  people  generally  such  assurance  of  the  goodness  of  the  note 
that  it  will  be  accepted  without  hesitation  by  everyone.  What,  then, 
are  the  provisions  of  this  bill  whereby  the  safety  of  the  note  issues  is 
secured  and  made  uniform  throughout  the  country? 

(1)  Uniformity  of  regulation.  Every  bank  of  issue  is  estabhshed 
under  national  law  and  is  subject  to  national  supervision.  And  the 
laws  and  regulations  are  so  carefully  drawn  as  to  reduce  to  the  mini- 
mum the  opportunity  for  organization  without  ample  guaranty  of 
responsibility  and  good  faith. 

(2)  Uniformity  of  note  form.  Familiarity  of  appearance,  if  previous 
experience  has  been  satisfactory,  conduces  to  ready  reception.  The 
resemblance  of  all  the  bank  notes  to  each  other  will  continue  to  be  an 
important  item  in  giving  them  currency. 

(3)  Limitation  of  issues.  The  bank-note  issue  of  any  bank  can  not 
at  most  exceed  the  amount  of  its  paid  up  and  unimpaired  capital. 

(4)  Eedemption  agency.  Each  bank  of  issue  may  be  required,  under 
regrulations  to  be  prescribed  by  the  Comptrollers,  to  make  arrangements 
with  some  bank  of  well-known  responsibility  in  a  reserve  city  to  redeem 
on  presentation  its  notes,  just  as  banks  now  make  arrangements  for  the 
care  of  their  checks  and  drafts.  This  will  be  another  test  of  the  stand- 
ing of  the  bank. 

(5)  First  lien.  The  bank  note  has  the  first  lien  on  the  assets  of  the 
bank. 

(6)  Double  liability  of  the  stockholder.  The  lien  of  the  note  takes 
precedence  of  everything  else  as  to  the  double  liability  of  the  stock- 
holders. 

(7)  Banknote  guaranty  fund.  Each  bank  in  the  system  places  in 
the  hands  of  the  Government  a  sum  in  gold  coin,  equal  to  5  per  cent  of 
this  class  of  notes  issued  to  it,  to  be  placed  in  what  is  called  the  ^<  bank- 
note guaranty  fund."  These  sums  constitute  one  fund,  and  from  this 
fund  (which  will  be  a  very  large  one)  the  notes  of  any  failed  bank  will 
be  promptly  paid  on  presentation  at  any  subtreasury  in  the  United 
States. 

(8)  Assessment.  If  at  any  time  the  money  in  the  guaranty  fnnd 
should  run  low,  the  Comptrollers  are  authorized  to  assess  each  bank  in 
the  system  each  year  to  the  extent  of  1  per  cent  of  these  notes  issued  to  it 
Starting  with  the  year  following  the  resumption  of  specie  payments, 
Mr.  A.  O.  Eliason  has  examined  all  the  bank  failures  whose  accounts 
have  been  closed,  numbering  one  hundred  and  one,  and  found  that  had 
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all  the  banks  in  the  national  system  issaed  an  amount  of  currency 
equal  to  their  capital,  or  one  hundred  per  cent,  the  assessment  on  the 
same  to  cover  losses  would  have  been  infinitesimal,  being  only  one- 
nineteenth  of  one  x>er  cent  per  annum. 

Recalling,  however,  that  the  banks  deposit  with  the  Government  in 
gold  coin  an  amount  equal  to  5  per  cent  of  the  notes  issued  for  their 
redemption  in  case  of  bank  failures,  it  is  therefore  clear  that  the  cur- 
rency will  be  safe  beyond  a  peradventure. 

In  other  words,  briefly  stated,  the  safety  of  the  notes  is  secured  on 
the  mutual  insurance  plan,  all  the  banks  in  the  system  being  behind 
each  bank. 

SOLIDITT  OF  NOTE  ISSUES  UPON  COMMERCIAL  ASSETS. 

With  sufficient  protection  afforded  by  the  bank-note  guaranty  fund 
a^i^ainst  the  occasional  failure  of  a  badly  managed  bank,  the  essential 
solidity  of  note  issues  upon  commercial  assets  is  bound  up  with  the 
solidity  of  the  business  of  the  country.  The  advantage  of  having  the 
whole  commercial  assets  of  the  banks  of  the  country  pledged  for  the 
redemption  of  their  notes  lies  in  the  fact  that  nearly  the  whole  negoti- 
able wealth  of  the  country  passes  through  their  hands.  The  aggregate 
capital,  surplus,  undivided  profits  and  individual  deposits  of  national, 
State,  and  private  banks,  loan  and  trust  companies,  and  savings  banks, 
as  reported  by  the  Comptroller  of  the  Currency  at  the  date  of  June  30, 
1897,  or  about  that  date,  was  $6,822,326,870. 

It  is  fair  to  assume  that  many  of  these  banks  which  are  not  national 
hanks  would  enter  the  system  under  the  benefits  afforded  by  the  bill 
reported  by  your  committee.  These  same  items  for  the  national  banks 
alone  on  December  15, 1897,  were  $2,887,000,000,  and  their  loans  were 
$2,082,608,324.  Since  these  loans  are  all  payable  within  ninety  days, 
with  a  circulation  of  $300,000,000  issued  by  the  existing  national  banks 
alone,  the  entire  amount  necessary  to  redeem  this  circulation  in  full 
would  pass  through  the  national  banks  within  a  period  of  about  fifteen 
days.  This  control  over  quick  assets,  afforded  by  maturing  commercial 
paper,  as  well  as  by  accumulated  cash  reserves,  explains  the  secret  of 
the  greater  ability  of  the  banks  to  maintain  the  current  redemption  of 
circulating  notes  than  of  the  Treasury,  with  its  comparatively  small 
resources. 

The  general  security  of  banking  upon  commercial  assets,  and  the 
fact  that  the  system  could  not  break  down  except  under  an  avalanche 
of  calamity  which  would  carry  national,  state,  municipal,  and  private 
credit  down  also,  is  strikingly  set  forth  in  the  report  of  the  monetary 
commission  appointed  by  the  business  men  of  the  country  for  the 
framing  of  a  currency  bill,  from  which  your  committee  has  embodied 
several  sections  in  the  bill  herewith  reported.  They  say  in  their 
report: 

The  objection  that  is  sometimes  made  that  the  lar^i^er  banks  in  the  great  cities 
would  not  issne  notes  because  of  an  apprehended  liability  for  other  banks^  is  shown 
by  statistics  to  be  groundless.  Eighteen  hundred  and  ninety-three  was  the  year  of 
largest  bank  failures,  but  had  aU  the  banks  of  the  country  then  issued  notes  up  to 
80  per  cent  of  their  capital,  the  amount  of  their  assessment  to  make  good  the  ascer- 
tained deficieDcies  of  that  year  up  to  the  time  of  the  Comptroller's  report  of  1896 
would  have  been  only  a  fraction  of  1  per  cent.  Had  80  per  cent  of  the  capital  of 
till  the  national  banks  been  issued  in  notes,  upon  the  proposed  plan,  since  the  begin- 
ning of  the  national-banking  systems  in  1863,  the  assessment  upon  the  banks  annually 
would  have  been  an  amount  so  insignificant  that  it  need  not  be  taken  into  account. 
Taking  the  country  banks  as  a  whole,  it  is  found  that  on  October  5  last,  they  had 
f  iOl^OOO.OOO  of  the  $631,000,000  of  national-bank  capital.    Should  they  issue  notes 
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np  to  80  per  cent  of  their  capital  they  woald  have  $321,000,000  of  notes,  and  fheie 
would  be  $1,956,000^000  of  resoarces  against  these  notes,  not  counting  stockholden' 
liability. 

If  these  resources  of  the  country  banks  are  insufficient  security  for  this  amonnt  of 
notes,  they  will  be  insufficient  only  because  there  would  then  be  such  a  conditioa 
of  business  paralysis  that  Government,  municipal,  and  railway  bonds  would  be 
valueless,  and  also  few,  if  any,  banks  in  the  reserve  cities  would  remain  solvent. 
The  occurrence  of  this  disaster  is  so  improbable  that  its  consideration  may  bs 
dismissed. 

An  apt  and  striking  contrast  of  the  power  of  commerce  to  maintain 
tlie  parity  of  the  currency,  as  compared  with  that  of  a  government,  is 
found  in  the  splendid  record  of  the  Bank  of  France  during  the  Franco- 
Prussian  war,  and  our  lamentable  experience  during  and  after  the 
rebellion.  Though  the  German  army  swept  everything  before  it  and 
took  possession  of  Paris,  though  the  Emperor  became  a  prisoner,  the 
discount  upon  the  notes  of  the  bank  did  not  exceed  2^  per  cent,  and 
that  only  for  a  few  months;  while  in  the  United  States,  although  our 
territory  was  practically  never  invaded  by  the  enemy,  with  a  (^vern- 
ment  issue  in  the  form  of  greenbacks,  our  paper  was  at  a  discount  for 
eighteen  years,  the  greenbacks  being  worth  at  one  time  only  35  cents 
on  the  dollar  or  were  at  a  discount  of  65  per  cent.  During  all  those 
years  the  middlemen  and  speculators  were  reaping  a  harvest  that  was 
only  possible  because  of  a  depreciated  currency. 

THE  SEOXTBITY  OP  DEPOSITOBS  INGBEASEB. 

The  bill  gives  to  the  note  holder,  or  to  the  Government  in  his  inter- 
est, a  paramount  lien  on  the  assets  of  the  bank.  Is  this  just  to  the 
depositors?    Is  it  good  public  policy! 

The  note  holder  is  himself  a  depositor.  The  one  to  whom  the  note 
was  originally  handed  by  the  bank  certainly  gave  to  the  bank,  depos- 
ited therein,  an  equivalent.  He  was  therefore  certainly  a  depositor. 
In  passing  the  note  to  the  second  holder  the  first  holder  transferred, 
for  value  received,  to  the  second  his  right  to  the  original  deposit.  And 
so  on  with  each  transfer  of  the  note.  The  possession  of  the  note  is  the 
tangible  evidence  that  the  holder  has  succeeded  to  the  first  holder's 
right  as  a  depositor.  The  fact  that  the  claim  is  in  the  form  of  a  note 
shows  that  the  note  holder  is  likely  to  be  a  nonresident  of  the  place 
where  the  bank  is  located.  The  depositor,  on  the  other  hand,  is  likely 
to  reside  in  or  near  the  home  town  of  the  bank.  He  makes  his  deposit 
to  serve  his  own  personal  purposes.  He  is  at  hand  to  keep  an  eye  on 
the  management  of  the  bank;  able,  in  some  measure  at  least,  to  keep 
track  of  its  operations.  If  at  any  time  he  feels  insecure  he  can  promptly 
regain  possession  of  his  deposit.  The  note  holder,  equally  a  depositor, 
can  not  in  the  nature  of  the  case  thus  watch  over  his  own  interests.  H 
either  must  lose,  it  seems  clear  that  the  note  holder  should  not  be  that 
one.    In  justice  and  equity  his  should  be  a  preferred  claim. 

As  has  already  been  shown,  it  is  for  the  public  interest  that  the  bank 
note,  in  order  that  it  may  be  most  serviceable  as  currency,  should  pass 
from  hand  to  hand  without  the  receiver  being  required  to  take  time  to 
examine  into  the  standing  of  the  maker.  In  the  interest  of  the  publi^ 
therefore,  the  unquestionable  goodness  of  the  note  must  be  guaranteed 
by  the  system  under  which  it  is  issued.  And  in  order  that  the  system 
may  furnish  this  unquestioned  guaranty,  it  is  necessary  that  the  notes 
be  given  priority  of  other  obligations.  The  giving  of  this  precedence 
to  the  notes  is^  therefore,  in  harmony  with  good  public  policy. 
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It  is  right,  then,  both  in  eqaity  and  in  pablic  policy  to  give  to  the 
note  holder  the  prior  lien  on  the  assets  of  the  bank. 

Does  this  priority  of  lien,  proposed  in  the  bill,  lessen  the  security 
now  possessed  by  depositors!  It  does  not.  This  priority  of  lien  by 
the  note  holder  is  recognized  fully  by  the  present  system.  Under  the 
present  law  the  assets  necessary  to  secure  the  note  holder  are  taken  in 
advance  absolutely  out  of  the  control  of  the  bank  and  are  placed,  in 
the  form  of  Government  bonds,  in  the  custody  of  the  Government  as 
trustee  for  the  note  holder.  Under  the  proposed  plan,  the  assets  are  left 
with  the  bank  for  the  use  of  its  customers,  except  a  small  contribution 
for  the  guaranty  fund,  and  the  lien  is  used  only  in  case  of  necessity. 
The  lien  in  the  one  case  is  no  greater  than  in  the  other.  In  both  cases 
the  safety  of  the  depositor  depends  upon  the  way  in  which  the  bank  Is 
managed.  Inasmuch  as  the  proposed  plan  provides  for  even  more  care- 
ful supervision  than  the  present  law,  the  security  of  the  depositor  is 
increased  rather  than  diminished  by  it. 

INTEREST  RATES  WILL  BE  LOWERED. 

The  banker  of  today  is  not  a  money  changer  in  any  sense,  but  a  mer- 
chant in  the  same  sense  that  the  storekeepers  of  the  town  are  merchants ; 
for  if  you  should  look  over  the  notes  held  by  him  you  would  find  only 
another  form  of  the  goods  in  the  various  stores.  He  has  collected  the 
savings  of  one  class  and  loaned  them  to  another.  As  the  goods  are  sold 
off  and  retailed  out  the  proceeds  are  applied  to  the  payment  of  these 
same  notes  which  were  originally  given  to  pay  for  them. 

Now,  it  is  self-evident  that  any  system  of  banking  that  will  cut  down 
the  rates  of  interest  on  the  notes  of  merchants  and  men  engaged  in 
productive  industry  will  prove  an  inestimable  blessing  to  the  great 
mass  of  our  people.  When  it  is  recalled  that  manufactured  articles 
pass  on  an  average  through  three  distinct  mercantile  hands,  and  are 
earned  largely  on  borrowed  capital,  from  the  raw  material  to  the  fin- 
ished product,  it  is  a  matter  of  the  greatest  importance  whether  the 
rate  of  interest  paid  is  2  or  10  per  cent.  In  fact,  such  a  divergence  in 
the  interest  rate  of  any  country  means  success  or  failure,  prosperity  or 
poverty. 

Under  this  bill,  when  the  full  advantages  are  realized,  the  bank  with 
$100,000  capital  will  be  authorized  to  issue  $80,0(H)  of  its  credit  notes, 
or  have,  in  other  words,  after  deducting  the  guarantee  fund  deposited 
with  the  Government,  $176,000  of  gold  coin  and  currency  to  loan  its 
customers.  Four  per  cent  interest  on  the  latter  amount  will  produce 
the  same  income  as  7  per  cent  on  the  former.  Therefore,  the  people  will 
have  the  use  of  nearly  double  the  amount  of  coin  and  currency  at  about 
one-half  the  rate  of  interest  they  are  now  compelled  to  pay.  Thus, 
the  capacity  to  make  larger  loans  means  the  capacity  of  the  banks 
to  reduce  interest  rates  without  loss  of  profits.  It  means  that  if  any 
bank  undertakes  to  resist  the  natural  law  of  decreasing  interest  under 
increased  facilities,  new  banks  may  be  formed  without  sinking  their 
capital  in  bonds  purchased  at  a  premium,  and  may  compete  for  the 
legitimate  profits  afforded  by  reasonable  interest  rates.  More  than  this, 
a  currency  based  upon  commercial  assets,  and  not  rendered  rigid  in 
volume  by  the  deposit  of  special  security,  comes  back  promptly  to  the 
issuing  banks  for  redemption.  The  tendency  of  recent  years  for  cur- 
rency to  drift  to  New  York,  where  it  is  loaned  at  low  rates  of  interest, 
would  be  largely  arrested  by  the  necessity  of  promptly  sending  notes 
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back  for  redemption  and  by  the  retirement  of  notes  whicli  were  not 
needed  in  the  commercial  centers.  I^otes  thus  received  back  could  be 
reissued,  and  would,  at  the  worst,  be  in  the  hands  of  the  cominnnity 
for  at  least  a  time  before  they  again  took  their  flight  toward  the  mouey 
centers. 

THE  BENEFITS  OF  BBANOH  BANKING. 

The  bill  reported  embodies  a  recommendation  that  national  banks  be 
permitted  to  establish  branches.  Branch  banking  has  not  been  familiar 
in  this  country  since  the  liquidation  of  the  successful  State  banks  of 
Ohio  and  Indiana  at  the  beginning  of  the  civil  war.  It  is  a  system  in 
almost  universal  use  in  other  civilized  countries  where  the  methods 
of  modern  iinance  are  well  developed,  and  is  almost  essential  to  the 
economical  use  of  capital  and  the  distribution  of  credit. 

One  of  the  most  striking  benefits  of  branch  banking  is  that  a  branch 
may  be  created  and  maintained  at  a  profit  in  a  community  without 
sufficient  business  for  an  independent  bank.  This  would  permit  the 
extension  of  credit  into  many  localities  in  the  thinly  settled  portions  of 
the  country  where  it  is  now  impossible.  Branch  banking,  moreover, 
permits  the  more  ready  flow  of  capital  from  communities  where  it  is  not 
needed  to  those  where  it  is  needed  than  does  the  operation  of  inde- 
pendent banks.  It  carries  into  every  community  the  amount  which  is 
there  demanded  and  which  is  in  less  demand  at  other  points.  Branch 
banking  may  be  compared,  in  the  fluidity  which  it  gives  to  capital,  to 
a  connected  series  of  tanks  with  open  pipes  between,  while  the  possible 
borrowings  of  independent  banks  are  more  like  a  series  of  tanks  whose 
pipes  require  to  be  opened  when  any  change  is  sought  in  the  level  of 
the  fluid. 

Branch  banking  in  connection  with  reasonable  freedom  of  note  issues 
has  produced  such  favorable  conditions  in  Scotland  and  Oanada  that 
interest  rates  are  almost  uniform  throughout  those  countries,  even  in 
the  most  remote  sections,  and  disclose  none  of  the  striking  differences 
disclosed  in  this  country  between  rates  in  the  money  centers  and  in 
certain  remote  sections.  The  10  chartered  banks  of  Scotland  have 
more  than  900  branches,  and  the  38  incorporated  banks  of  Canada  have 
nearly  500,  in  each  case  for  a  population  which  is  less  than  a  tithe  that 
of  the  United  States.  There  can  be  no  question,  in  the  opinion  of  your 
committee,  that  the  combination  of  the  power  to  establish  branches  with 
the  power  to  issue  a  reasonable  amount  in  notes  upon  commercial 
assets  would  give  a  vigor  to  the  credit  system  of  this  country  which 
has  been  lacking  under  the  present  complicated  and  unscientific  8y8t«»m 
of  fixed  Government  issues,  rigid  security  for  bank  notes,  and  the 
prohibition  upon  the  power  to  establish  branches. 

THE  ULTIMATE  OPERATION  OF  THE  BILL. 

The  bill  reported  by  your  committee  looks  ultimately  to  the  elimi- 
nation of  Government  paper  money  from  circulation.  Whether  the 
process  will  be  slow  or  rapid  may  depend  upon  the  disposition  of  the 
banks  and  the  turn  of  financial  events.  The  reserve  notes  for  which 
the  banks  are  liable  will  be  gradually  reduced  when  the  Government 
assumes  the  liability  for  such  notes  issued  by  failed  and  liquidating 
banks.  With  the  withdrawal  of  bonded  security  also,  the  ultimate 
currency  of  the  country  will  consist  of  gold  and  silver  coin  of  fiill  legd- 
tender  power,  and  of  notes  issued  by  the  banks  under  the  provisions 
of  the  proposed  bill. 
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The  growth  in  the  wealth  of  the  country  and  in  its  ability  to  retain  at 
home  a  large  portion  of  the  great  gold  production  of  the  United  States 
will  tend  to  swell  the  gold  resources  of  the  country  until  gold  coin  is  likely 
to  become  a  common  factor  in  daily  exchanges  among  the  people.  This 
condition  of  affairs  will  operate  at  once  to  simplify  and  strengthen  the 
currency  system  and  to  increase  the  security  afforded  by  the  proposed 
law  to  the  holders  of  bank  notes.  The  banks  will  be  required,  when 
reserve  notes  and  legal-tender  notes  have  alike  disappeared,  to  fulfill  all 
requirements  of  law  calling  for  lawful  money  by  keeping  gold  and  silver 
coin,  and  the  present  quantity  of  silver  is  likely  to  be  so  completely 
absorbed  for  retail  exchanges  that  the  bank  reserves  will  consist  almost 
entirely  of  gold.  This  being  the  case,  it  is  obvious  that  the  issue  of  a 
banking  currency  based  purely  upon  assets,  without  either  bonds  or 
reserve  notes,  will  involve  no  risk  of  undue  inflation  or  of  loss  to  the  note 
holder. 

The  bill  reported  by  your  committee  proposes  no  change  in  existing 
laws  regarding  reserves  against  deposits.  The  cash  reserves  required 
in  reserve  cities  at  the  date  of  the  reports  of  the  national  banks  to  the 
Comptroller  on  December  16,  1897,  were  $251,176,860,  and  the  cash 
reserves  required  in  country  banks  were  $55,940,589,  making  a  total  of 
$307,117,449.  The  cash  reservesheld  at  the  samedate  were $410,568,427. 
These  amounts  are  now  held  largely  in  legal  tender  notes,  but  the 
abolition  of  such  notes  would  leave  a  void  which  could  be  filled  only 
by  gold.  If  the  circulation  of  the  national  banks,  therefore,  without 
allowing  for  any  growth  in  the  meantime,  should  rise  to  the  amount 
of  their  capital  on  December  16,  1897,  which  was  $629,656,366,  the 
reserves  held  against  deposits,  with  the  requirement  of  the  two  special 
funds  for  current  redemption  and  for  the  guaranty  of  the  ultimate 
redemption  of  the  notes,  amounting  to  10  per  cent  of  the  circulation  out- 
standing, would  in  themselves  exceed  $463,000,000  in  gold,  or  nearly  75 
per  cent  of  the  outstanding  notes. 

It  is  upon  the  solid  rock  of  metallic  currency  like  this,  with  addi- 
tional metallic  currency  in  circulation  among  the  people,  that  your  com- 
mittee propose  to  plant  finally,  by  the  gradual  evolution  of  events,  the 
monetary  system  of  the  United  States.  We  believe  that  the  arrange- 
mente  proposed  in  the  bill  will  accomplish  this  result  gradually  enough 
to  avoid  any  shock  to  any  vested  interest,  but  that  it  will  be  accom- 
plished so  certainly  that  the  United  States  almost  upon  the  enactment 
of  a  measure  promising  such  results  will  find  their  credit  greatly 
enhanced  abroad  and  placed  upon  unassailable  foundations  at  home. 

Believing  that  this  bill,  if  enactedinto  law,  will  relieve  the  Treasury 
by  destroying  the  ^'endless  chain;''  will  greatly  diminish  the  amount 
of  gold  reserve  required  to  be  kept  by  the  Government,  and  practically 
stop  bond  issues  for  its  replenishment;  will  diminish  the  possibility 
and  severity  of  panics;  will  provide  a  sound,  ample,  and  elastic  cur- 
rency, responsive  to  the  demands  of  trade  in  all  sections  and  at  all 
seasons;  and  will  materially  reduce  interest  rates,  especially  in  the 
parts  of  the  country  where  such  rates  are  now  high,  the  Committee  on 
Banking  and  Currency  respectfully  recommend  that  the  bill  do  pass, 
with  the  following  amendmente:  On  page  2,  line  1,  after  the  word  <<  ap- 
pointed" insert  the  words  "by  the  President";  on  page  9,  line  18,  after 
word  "exceeding"  add  the  words  "in  the  sum  of  its  bank-notes  and 
currency  notes";  and  on  page  24,  line  6,  strike  out  the  words  "such 
tax",  substituting  therefor  the  words  "the  tax  imposed  in  section 
thirty  of  this  act." 


APPENDIX. 


Table  1. — Apportionment  of  money  in  the  Treasury  on  May  St,  1898,  between  the  fieooX 
department  of  the  Treasury  and  the  proposed  division  of  iesne  and  redemption, 

TRBASURY,   FISCAL  DEPARTMBNT. 

Gold  coin $34,990,518 

Gold  certificates 1,602,910 

Silver  dollars 1,325,803 

Silver  certificates 6,740,757 

Silver  bullion 939,903 

Subsidiary  silver 12,058,123 

Minor  coin 1,396,260 

United  States  notes 30,208,559 

Cnrrency  certificates 60,000 

Treasury  notes  of  1890 1,754,425 

Bonds  and  interest  paid  and  fractional  currency 3, 495, 210 

Deposits  in  national  banks 28,731,884 

Total 123,512,408 

Less  outstanding  checks  and  drafts,  disbursing  officers'  balances,  etc. ..  52, 713. 989 

Ayailable  cash  balance 70,590,394 

DIVISION  OF  ISSUE  AKO  REDEMPTION. 

Gold  coin  and  bullion : 

Held  against  gold  certificates 37,486,149 

5  per  cent  of  $461,180,422  (silver  dollars) 23,059,021 

25  per  cent  of  $346,681,016  (United  States  notes),  and  $101,981,280 

(Treasury  notes) 112,165,574 

Total  gold 172,710,744 

Silver  dollars  held  against  certificates 397,732,504 

Silver  dollars  held  against  Treasury  notes 4. 4,427,855 

Silver  bullion  (cost) 97,^3,425 

Subsidiary  silver  and  minor  coin 1,000,000 

Total  silver  and  minor  coin 500, 713, 784 

United  States  notes  held  against  cnrrency  certificates 26, 540, 000 

Grand  total 699,696,413 

NATIONAL-BANK  NOTE  FUNDS. 

Redemption  f^nd 8,724,768 

Betirement  fund 31,275,699 
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Tablb  2.— 


•EedemptioM  in  gold  of  United  States  notes  and  Treasury  notes  and  exports  of 

gold  by  fiscal  years,  1879-1897. 

[Finance  Report,  1897,  p.  UO.] 


Fiscal  year. 


1879 

188U 

IHUl 

1882 , 

1883 

1884 

I8a5 

1886 

1K87 

iKhg 

1889 

1890 

1891 

1892 

1893 

1894 

1895 

1896 

1897 

Total 


United 
States  notes. 


$7, 976, 698 

8, 780, 6:<8 

271,  750 

40,000 

75,000 

590,000 

2,  222, 000 

6,  863, 699 

4,  224, 073 

692.596 

730, 143 

732,  386 

5. 986, 070 

5, 352, 243 

65, 319, 125 

68,  242, 408 

109, 783, 800 

153, 307, 591 

68, 372, 923 


494, 563, 143 


Treaflurr 
notes  of  1890. 


$3, 773, 600 

46,781,220 

16. 599, 742 

7,570.398 

5, 348, 365 

9, 828, 991 


89,902.316 


Total. 


$7,976,698 

3, 780, 638 

271,750 

40,000 

75,000 

590,000 

2,222,000 

6, 863, 699 

4, 224, 073 

602,596 

730, 143 

732, 386 

5. 986, 070 

9, 125. 843 

102, 100, 345 

84,842,150 

117, 354, 198 

158, 655. 956 

78, 201, 914 


584, 465, 450 


Exports  of 
gold. 


$4, 557, 614 

8,639,025 

2, 565. 132 

82, 587, 880 

11, 600, 888 

41,081,957 

8, 477.  892 

42, 952,  191 

9,701,187 

18,  376, 234 

59,952,285 

17, 274. 491 

86,362,654 

50, 195. 327 

108. 680, 844 

76, 978. 061 

66, 468. 481 

112, 409, 947 

40. 357, 780 


794,249,820 


Table  3. — Bedemptions  in  gold  of  United  States  notes  and  Treasury  notes,  by  months, 

January,  1892 ,  to  December,  1897, 
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Month. 


1892. 

January 

February. ... 

March 

April 

May 

June 

July 

Auinist 

8<)pteiuber... 

October 

November . . . 
December: ... 

1803 

January  

February  

March 

A pril  .«•••••. 

May 

June 

July 

August 

September... 

October 

November . . . 
December 

1894 

January  

February  .  - . . 

March 

April 

Kay 

Jane 

July 

Angnat ...... 

September . . . 

October 

Korember ... 
Deoraiber . .  ■  • 


United 
States 
notes. 


$152. 093 

205.830 

476, 401 

438, 156 

334.823 

568.326 

4, 086, 055 

1, 049,  414 

2,264,089 

282.665 

406,206 

6, 699, 755 


6,359,120 

5,811,299 

1, 641, 923 

12. 568,  565 

12,076,934 

8, 073, 104 

771.935 

1, 189.  757 

143, 592 

262,512 

299, 252 

295,523 


118, 841 

10,962,624 

2. 260,  426 

6. 072, 042 

25, 131,  412 

20, 708, 492 

13,367,864 

4,209,853 

636,031 

3,542,719 

7,085.133 

80,819,022 


Treasury 

notes  ot 

1890. 


$159, 900 

270, 370 

256, 330 

258,570 

287,300 

1, 854, 200 

5, 148, 650 

5, 091, 460 

1, 823,  710 

316,200 

291, 940 

4, 538, 067 


5, 137,  491 

8, 017, 366 

3. 284. 530 

7, 483, 355 

4, 470, 915 

1, 177. 647 

264,080 

1. 158.  465 

19  ^  135 

432,880 

217, 120 

221,895 


237,615 

8, 210, 730 

1, 194, 766 

1,594.085 

1,409,670 

1, 461, 401 

555,  511 

631.560 

300,487 

605, 171 

714.614 

1, 067. 599 


Total. 


$312,053 

476, 200 

732. 731 

090,726 

622,123 

2,422,526 

9, 234, 705 

6,140,874 

4. 087, 799 

598,865 

098. 146 

10, 237, 812 


11, 496, 617 

13, 828, 664 

4. 926, 453 

20, 051, 910 

16,  547, 849 

4, 250, 651 

1. 036, 015 

2, 848, 222 

340,727 

095.392 

616, 372 

617,418 


350, 356 

19, 193. 354 

3, 461, 192 

7, 666, 127 

20, 541, 082 

22, 109, 893 

13, 923, 375 

4, 741, 413 

936, 518 

3. 047, 890 

7,799.747 

31,907,221 


Month. 


1895. 

January 

February.... 

March 

April 

May 

June 

July 

August 

September... 

October 

November . . . 
December  ... 

1896. 

January  

February 

March 

May 

June 

July 

August 

September . . . 

October 

November  . . . 
December.... 

1897. 

January 

February . . . . 

March 

April 

May 

June 

July 

August 

September... 

October 

November ... 
December. . . . 


United 
States 
notes. 


$43, 

4, 


8, 
16, 
17, 

1. 
15, 
19. 


15, 

21, 

0. 

0, 
21, 

7, 
16, 
11, 

3. 

9, 
8, 


6, 
8, 
0, 
6, 
2, 
2, 
2, 
1, 
1. 


415, 283 
784,907 
809, 495 
733, 525 
734, 747 
044,621 
122, 620 
218,815 
119,  814 
849, 018 
616, 190 
787.951 


086.024 
080, 551 
381,296 
754,718 
726,600 
963,994 
275.406 
388,806 
436,733 
906.832 
137, 149 
858,444 


594.412 
621, 356 
079,382 
934,575 
044,905 

072,208 
875,600 
598, 140 
484,182 
812, 909 
980,390 


Treasunr 

notes  of 

1890. 


$1, 702, 455 
770, 045 
279.500 
284,046 
431, 745 
401. 575 
704. 175 
345,252 
267, 670 
817, 865 
418, 400 
424,744 


702,484 

050.325 

475.250 

375,900 

312,947 

297,353 

1, 009, 672 

980, 919 

1,224,718 

2, 167, 003 

925,261 

273,402 


861.060 
402,769 
660,947 
667,433 
837.636 
618.  581 
202,935 
240, 670 
144,033 
191,338 
321, 146 
197,220 


Total. 


$45,117,738 

6,  560, 952 

1, 089, 085 

1, 017,  .571 

1, 166,  492 

1, 046, 190 

3, 826  795 

10, 564,  067 

17, 377, 484 

2, 166, 883 

16, 034, 590 

20,  212, 695 


1,0448.^08 
21, 736, 876 

6, 856, 546 

7, 130, 618 
22,039,547 

8, 261, 347 
17,285,078 
12, 369,  725 

4, 661, 446 
12, 073, 8:55 

4, 062. 410 

1, 181, 840 


940,008 
924,124 
1,249,329 
7, 502, 008 
8, 882,  000 
7,113.445 
6, 275, 143 
3,110,270 
2, 742, 173 
2,075.520 
2, 134. 054 
2, 177, 016 
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Table  4. — Transcictiona  of  New  York  clearing  house  for  forty-four  yean. 

[Report  Comptroller  of  the  Cnrrenoy,  1897,  p.  550.] 


Year. 


1854 

1855 
1856 
1857 
1858 
1859 
1860 
1861 
I8b2 
1863 
1864 
1865 
1866 
1867 
1868 
1869 
1870 
1871 
1872 
1873 
1874 
1875 
1876 
1877 
1878 
1879 
1880 
1881 
1882 
1883 
1884 
1885 
1886 
1887 
1888 
1889 
1890 
1891 
1892 
1893 
1894 
1895 
1896 
1897 


ToUl. 


Nam- 
berof 
banks. 


CapitaL  1 


50 

48 

50 

50 

46 

47 

50 

50 

60 

50 

49 

55 

58 

58 

59 

59 

61 

62 

61 

59 

59 

59l 

59 

58 

67 

69 

59 

61 

62 

64 

62 

64 

64 

65 

64 

64 

65 

64 

65 

65 

66 

67 

66 

66 


f47 
48 
52 
64 
67 
67 
69 
68 
68 
68, 
68. 
80 
82, 
81 
82 
82, 
83 
84 
84 
83 
81 
80 
81 
71 
63 
60 
60 
61 
60 
61 
60 
58 
59 
60 
60 
60 
60 
60 
60 
60 
61 
62 
60 
69, 


Clearings. 


044,900 
884, 180 
883, 700 
420,200 
146, 018 
921,714 
907, 435 
900,606 
375, 820 
972,508 
586,763 
363, 013 
370,200 
770,200 
270, 2oo: 
720, 200 
620, 200, 
420, 200 
420, 200; 
370,  200 
635, 200, 
435, 200 
731,200 
085,  200 
611,500 
800,200 
475,200 
162, 700 
962. 700 
162, 700 
412,  700 
612,  700 
312, 700 
862,700 
762, 700 
762, 700 
812,  700 
772. 7(X) 
422,  700 
922,700 
622, 700 
622.700 
622,700 
022,700 


$5, 750, 
6, 362, 
6,906. 
8, 333, 
4,760, 
6.448, 
7,  231, 
6, 915, 
6,871, 
14, 867. 
24,097, 
26, 032, 
28,717, 
28, 675, 
28,484, 
37.407. 
27.804, 
29, 300, 
33, 844, 
35, 461, 
22,855, 
25,061, 
21,597, 
23.289, 
22,508, 
25. 178. 
37. 182, 
48.565, 
46,  552, 
40, 293, 
34, 092. 
25, 250, 
33, 374, 
34, 872, 
30,  863, 
34,796, 
37, 660, 
34, 053, 
36, 279. 
34,  421, 
24, 230, 
28,204, 
29.  350, 
31, 337, 


Balances  paid 
in  money. 


455,987 
912, 098 
213, 328 
226,718 
664,386 
005, 956 
143,  057 
742, 758 
443, 691 
597, 849 
196,656 
384, 342 
146, 914 
159, 472 
288,  637 
028,987 
539, 406 
986,  W2 
369, 568; 
052,  826; 
927,  636! 
237, 902 
274,  247 
243, 701 
438,442 
770, 691 
128,  621 
818,212 
846, 161 
165.258 
037,  338 
791,440 
682,  216 
848, 788 
686,609 
465,  529 
686, 572 
698,  770 
905.236 
380,  870 
145, 368 
379, 126 
894, 884 
760, 948 


$297, 

289, 

334, 

365, 

314, 

3C3, 

380, 

353, 

415. 

677, 

885, 

1,035, 

1,066, 

1, 144, 

1.125, 

1,120. 

1,  036, 

1,209. 

1.428, 

1,474, 

1, 286, 

1, 408, 

1, 295, 

1,373, 

1,307, 

1, 400. 

1,516. 

1. 776, 

1,595. 

1,568. 

1,524, 

1, 295, 

1,519, 

1,  669, 

1, 570, 

1,757. 

1, 753, 

1,584, 

1,861, 

1,096, 

1,585, 

1,896, 

1.843, 

1,908. 


Average 

daily 
clearings. 


Average 

daUy  bal 

ances 

paid  in 

money. 


22, 
26, 
15, 
20, 
23. 

1», 
22, 

48, 
77, 
84, 


411, 494  $19, 
694,137  17, 
714, 489 
313, 902 
238,911 
984,683 
693, 438 
383, 944 
530. 331 
626, 483 
719.205 
765, 108 
135, 106'  93, 
963, 451  93, 
455, 2371  92. 
318, 828 121, 
484,822i  90, 
721,029  95, 
582, 707  109, 
508,025115, 
7.'»3, 176  74, 
608,777 
042, 029 
9t*6, 302 
843,857 
111,063 
538,631121, 
018, 162  159, 
000, 245  151, 
983, 196  132, 
930,994:11, 
365,252  82, 
565,385109. 
626.  325  114, 
198. 528  101, 
637, 473  114, 
040, 145  123, 
635,500111, 
500,575118. 
207, 176  113, 
241,634  79, 
574,349  92, 
289.239  96, 
901, 898  103, 


81, 
70, 
76, 
73, 
82, 


104, 505 
412,052 
278,108 
968,371 
393,  736 
867,333 
401, 757 
269, 520 
237,682 
428, 667 
984, 455 
790,040 
541, 195 
101, 167 
182,164 
451, 393 
274, 479 
133, 074 
884.  317 
885, 794 
698,674 

899. 470 
349, 428 
358. 176 
785,  747 
015. 540 
510,224 
2:J2, 191 
637, 935 
643, 307 
048,982 
789,480 
067,589 
337, 209 
192,415 
839, 820 
074, 139 

651. 471 
561,  782 
978, 082 
704,426 
670.095 
232,442 
424,954 


Bal. 
ances  to 
clear- 
ings. 


«  67, 467, 400  » 1, 134, 201, 773, 780  »53, 215, 844, 719,«84, 127, 116 


t988,078 
940,566 
1,079,724 
1.182,246 
1,016,954 
1, 177, 944 
1, 232, 018 
1,151.088 
1, 344, 758 
2,207,252 
2, 866. 406 
3, 373, 828 
3.472,753 
3,717,414 
3, 642. 250 

3. 637.  397 

3,  365, 210 
3, 9'27, 666 

4. 638.  256! 
4, 818, 654 
4, 205,  076 

4,  603.  297 
4.218,378 
4, 504, 906; 
4, 274,  OOO! 
4, 560, 622 
4, 956, 009 

5,  823,  OlO: 
6, 1»5, 440! 

6,  161, 129! 
4,967,2021 
4, 247, 060 
4,965,900 
5,  146, 316 
5. 148, 192 
5, 800,  784 
6, 728. 889 
5,105,526 
6, 083, 335 
5, 616,  580 
5,  214, 611 
6,218,277 
6, 043, 671 
6,300,006 


Perct. 
5.2 
5.4 
4.8 
4.4 
6.7 
5.6 
6.3 
6.0 
6.0 
4.6 
3.7 
4.0 
3.7 
4.0 
4.0 
3.0 
3.7 
4.1 
4.2 
4.1 
5.6 
5.6 
6.0 
5.9 
5.8 
5.6 
4.1 
8.6 
3.4 
3.9 
4.5 
5.1 
4.6 
4.5 
5.1 
5.0 
4.7 
4.6 
5.1 
4  9 
6.5 
6.71 
6.3 
6.01 


«3, 947, 177 


4.69 


1  The  capital  is  for  varions  dates,  the  amounts  at  a  uniform  date  in  each  year  not  being  obtainable. 
•  Yearly  average  for  forty- four  years. 
■  Totals  for  forty-four  years. 

Table  5.— Clearing-house  exchanges  for  years  ending  September  SO,  1882-1897, 


Year. 

New  York. 

Boston. 

Philadelphia. 

Chicago. 

Total  for 
United  States. 

1882 

$46, 552, 846, 161 
40,  293, 165, 258 
34, 092, 037, 338 
25, 250, 791, 440 
33, 374, 682. 216 
34. 872,  848, 786 
30, 863, 686,  609 
34,  796, 465. 529 
37, 660, 686,  572 
34,  053.  698,  770 
36,  279, 905, 236 
34, 421, 379, 870 
24,  230, 145,  368 
28,264,379,126 
29, 350, 894, 884 
31, 337, 760, 948 

$3, 753, 496, 901 
3, 540, 980, 659 
3,  314, 358, 919 

3,  365.  702, 730 
4, 008,  565,  266 
4.408,269,993 
4, 288, 878, 016 

4,  758, 029, 298 
6,102.281,307 
4, 795. 594, 052 
4,901,096.976 
4. 864, 779, 750 
4, 095, 995, 060 
4,  629. 303,  920 
4,554,116.109 
4,952,927,911 

$2, 760. 946. 905 
2,794,181,748 
2, 664, 317, 901 
2, 244, 194, 406 
2,785,876,450 
8,186,188,936 
3,155,190,237 
2,  663, 592, 024 
2, 755, 523,  735 
4, 338,  693. 160 
4,059,861,142 
4,970,913,387 
4,263,660,459 
4,641.435,624 
4, 638,  .506, 883 
4, 318, 121, 413 

$2,373,003,487 
2,507,022,178 
2,849,152,846 
2, 248, 230, 189 
2, 660, 369, 272 
2, 887, 276, 050 
8, 080, 288, 194 
3,327,108,650 
3,  007. 046, 008 
3,372,015,551 
8,671,149,047 
3, 666. 677, 140 
2, 962, 642, 206 
3,305,864,648 
8,363.003,806 
3,106,510,770 

$61,054,353,584 
63,636,061.333 
47. 387, 408, 275 
37,770,110.819 
48, 211, 643, 771 
62.126,704,488 
48,651,664,957 
63,501,411,510 
58, 846, 279, 505 
67,181,347,284 
61, 017, 839. 067 
58.880,682,455 
46,  (as,  496, 746 
61,111,601.928 
61.077,799,114 
64,030,253,00$ 

1883 

1884 

1885 

1886 

1887 

1888 

1889 

1890 

1891 

1892 

1893 

1894 

1895 

1896 

1897 
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Table  6.— jE!xfetit  to  which  hanks  in  different  aectioni  issue  currency  in  excess  of  that 
corresponding  to  the  minimum  bond  deposit  permitted  by  law. 


Gronps. 


RAST. 

New  Hampshire 

Vermont 

Rhode  Island  (oataide  Providence) 

Total 

WEST. 

Nebraaka 

Kansas 

Miasoori  (ontside  St.  Louis) 

ToUl 

SOUTH. 

North  Carolina 

Sooth  CaroUna 

Florida 

Alabama  (oataide  Selma) 

Miaaissippi 

Arkanaaa 

Total 


Num- 
ber of 
banka. 


50 
49 
33 


132 


104 

103 

57 


264 


27 
16 
15 
25 
10 
9 


102 


Capital. 


$5, 830, 000 
6, 985. 000 
4,715,250 


17, 530.  250 


10. 475, 000 
8, 567, 100 
6.415,000 


Ifaximnm 

issue 
permissible. 


$5, 247, 000 
6, 286, 500 
4.243,725 


15,777,225 


9.427,500 
7,710,390 
5, 773, 500 


25, 457,  lUO 


2,701,000 
1, 898, 000 
1, 150, 000 
2, 955, 000 
855.000 
1, 220, 000 


10,779,000 


22,911,390 


2,430,900 
1, 708, 200 
1, 035.  000 
2, 659, 500 
760,600 
1,098,000 


Issue  on 
required 

bond 
deposit. 


$1,311,750 
1,324,125 
1, 014, 750 


3,650,625 


Clrcnlation 
actually 
issued. 


$3,514,295 
3, 765, 422 
2,756,868 


$2,202,545 
2,441.297 
1,742,118 


10,036,585 


1,828,125 
1, 691, 347 
1, 162, 125 


4,681,597 


585,225 
893. 300 
258,750 
591,  750 
192, 375 
252,000 


2,028,893 
2,111,454 
1,377,890 


5,518,237 


648,492 
451,025 
300,830 
697,670 
216, 410 
258,890 


9, 701, 100 


2,273,400 


2,568,317 


Amount 
actually 
issued  in 
excess  of 
issue  on 
required 

bond 
deposit. 


6, 385, 960 


200,768 
420. 107 
215, 765 


836,640 


68,267 
67,725 
42,080 
105,920 
24,035 
6,890 


294,917 


Table  7. — Value  in  gold  of  $100  in  currency  in  the  New  York  market,  1862-1878,  aver- 
aged by  months, 
[Boreaa  of  Statistics,  "Finance,  Commerce,  and  Immigration,"  October,  1895.  page  518.] 


Periods. 

1862. 

1863. 

1864. 
64.3 

1865. 
46.3 

1866. 

1867. 

1868. 
72.2 

1869. 
73.7 

1870. 

1871. 
90.3 

1872. 

1873. 

1874. 

1875. 

1876. 

1877. 

1878. 

Jan 

97.6 

68.9 

71.4 

74.8 

82.4 

91.7 

88.7 

89.7 

88.9 

88.6 

94.0 

97.9 

Feb 

96.6 

62.3  63.1 

48.7 

72.3 

72.8  70.7 

74.4 

83.7 

89.7 

90.7 

87.6 

89.1 

87.3 

88.2 

94.8 

98.0 

Mar 

98.2 

64.7   61.4 

57.6 

76.6 

74.1 

71.7 

76.2 

88.8 

90.1 

90.8 

86.6 

89.2 

86.6 

87.5'  95.4 

98.8 

Apr 

98.5 

66.0  57.9 

67.3 

78.6 

73.7 

72.1 

75.2 

88.4 

90.4 

90.0 

84.9 

88.2 

87.1 

88.5;  94.2 

99.4 

May 

96.8 

67.2 

56.7 

73.7  75.9 

73.0  71.6 

71.8 

87.2 

89.7   88.0 

85.0 

89.9 

86.3  88.8 

93.5  99.3 

June 

93.9 

69.2 

47.5 

71.4  67.2 

72.7,  71.4 

72.4 

88.6  89.0 

87.8  85.8 

90. 0;  85. 5 

88.9 

94.9]  99.2 
94.9  99.5 
95.2  99.5 

Jnly 

86.6 

76.6 

•38.7 

70.4   66.0 

71.7 

70.1 

n.b 

85.6  89.0 

87.5 

86.4 

9L0 

87.1 

89.3 

Aag 

87.3 

79.5 

39.4 

69.7 

67.2 

71.0 

68.7 

74.5 

84.8 

89.0,  87.4 

86.7 

91.2 

88.1 

89.9 

Sept 

84.4 

74.5 

44.9 

69.5 

68.7 

69.7   69.6 

73.1 

87.1 

87.3 

88.1 

88.7 

91.2 

86.4 

90.9 

96.8   99.6 

Oct 

77.8 

67.7 

48.3 

68.7 

67.4 

69.7 

72.9 

76.8 

88.7 

88.3 

88.3 

91.8 

91.0 

85.9  91.2 

97.3  99.5 

Nov 

76.3 

67.6 

42.8 

68.0 

69.5 

71.6 

74.4 

79.2 

89.8 

89.9 

88.6 

92.1 

90.2 

87.2  91.7 

97.3  99.8 

Deo 

75.6  66.2 

44.0 

68.4 

73.2 

74.2 

74.0 

82.3 

90.3 

9L5 

89.1 

90.9 

89  6 

87.8 

92.6 

97.3 

99.9 

^On  Jnly  11, 1864,  $100  in  greenbacka  waa  worth  only  $35.09  in  gold. 
Table  8. — Paper  currency  of  each  denomination  outstanding  May  SI,  1898, 


Denomination. 

United 
Statea  notea. 

Treaaurv 

notea  of 

1800. 

National- 
bank  notes. 

Gold  cer- 
tiflcatea. 

Silver  cer- 
tiflcatea. 

Total. 

One  dollar ............ 

$2, 522. 938 

2, 169, 048 

62, 818, 662 

81, 077, 861 

69,344.232 

14,648.375 

25,466,400 

15,484,500 

74, 124, 000 

15.000 

10,000 

$15, 826, 939 

10,466,076 

31, 162, 655 

29, 68:i,  900 

9,280,460 

263,850 

2,264,400 

$349. 640 

168.508 

71, 658, 670 

70. 319, 400 

52, 556, 260 

10,741,800 

21, 731,  900 

111,500 

28,000 

$30,884,224 

18.804,414 

109, 256, 375 

124,697.316 

80,597,470 

22,750,835 

10,255.870 

192,500 

294,000 

$49. 583. 741 

Two  doUara 

81. 608, 046 

>Mve  dollars 

274. 806, 362 

Ten  dollara 

305. 778. 477 

Twenty  dollara 

Fiftv  oollars 

$4, 697, 894 
2,667,855 
8, 645, 400 
3, 410, 500 
6, 539,  500 
5,205,000 

12, 320, 000 

216.485,316 
61. 072, 215 

One  hundred  dollara.. 
Five  hundred  dollara . . 

63, 363, 970 
19, 199, 000 

One  thousand  dollara . 
Five  trhonsand  dolliim. 

8,024,000 

83,009,500 
6, 220, 000 

Ten  thouMt^nd  dollara  r 

12. 330, 0(H) 

Fractional  narta...... 

80,691 

30,691 

Total 

$47,681,016 
1,000,000 

101, 981, 280 

227,696,369 

87, 486, 149 

397,732,504 

1, 112, 677, 318 

Unknown,  deatroyed . . 

1,000,000 

Net 

846,681,016 

101,981,280 

227,696,360 

87,486,149 

397,732,504 

1,111,677,818 
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Table  10. — Increase  of  note-issuing  power  under  proposed  law, 
[Compated  by  the  aotnary  of  the  Treaanry  I>epartment.] 


Maine 

New  Hampshire 

Vermont 

MassachaAetta 

Boston 

Rhode  Island 

Connecticut 

ToUl  of  New  Engliftid  Sutea 

New  York 

New  York  City 

Albany 

Brooklyn 

New  Jersey 

Pennsylvania 

PhUadelphia 

Pittsburg 

Delaware 

Maryland 

Baltimore 

Diatrict  of  Columbia 

Washington  City 

Total  of  Eastern  States 

Virginia 

West  Virginia 

North  Carolina 

South  Carolina 

Georgia 

Savannah 

Florida 

Alabama 

MiMsissippi 

Louisiana 

New  Orleans 

Texas 

Houston 

Arkanass 

Kentucky 

Louisville 

Tennessee 

Total  of  Southern  States 

Ohio 

Cincinnati 

Cleveland 

Indiana 

lUinois 

Chicago 

Ilichigan 

Detroit 

Wisconsin 

Milwaukee 

Minnesota 

St.  Paul 

Minneapolis 

Iowa 

Des  Moines 

Missouri 

St.  Louis 

Kansas  City 

Stb  Joseph 

Total  of  Middle  SUtes 

North  Dakota 

South  DakoU 

Nebraska 

Lincoln 

Omaha. 

Kansas 

Montana 

Wvoming 

Colorado 

New  Mexico 

Oklahoma 

Indian  Territory 

Total  of  Western  States 


Capital  stock 

Loanable 
power  under 
existing  law. 

Loanable 
power  under 

Loanable 
power  under 

(Feb.  18, 1898). 

proposed  law 
atbieginning. 

proposed  law 
after  8  years. 

$11, 121, 000 

$8,644,042 

$14,234,880 

$19, 128, 120 

5, 815, 000 

4, 519, 837 

7,443,200 

10, 001, 800 

6,985,000 

6,429,245 

8, 940, 800 

12, 014, 200 

43,877,500 

84, 104, 752 

60,163,200 

75,469,300 

49,350,000 

38, 358, 273 

63,168,000 

84,882,000 

19, 337. 060 

15,030,147 

24, 751, 424 

33, 259, 726 

21, 541, 070 
158,  026,  620 

16,  743, 271 

27,572,570 
202,274,074 

37, 050. 640 

122,  829, 667 

271, 805, 786 

31, 607, 940 

24, 567, 967 

40, 458, 163 

64, 365, 657 

48, 900, 000 

88,008,600 

62, 592,  000 

84, 108, 000 

1,550,000 

1, 204, 772 

1,984.000 

2,666,000 

1, 352, 000 

1, 050.  872 

1, 730, 560 

2, 325, 440 

14, 445, 000 

11,  227, 694 

18, 489. 600 

24,845.400 

40,709,445 

81,642,312 

62, 108, 089 

70, 020, 245 

20.915,000 

16,  256, 644 

26,771,200 

35,973.800 

12, 300, 000 

9.560,446 

15,744,000 

21, 156, 000 

2, 083. 985 

1,019.823 

2, 667,  501 

3, 584, 454 

3,  746, 700 

2,912,205 

4,795,776 

6, 444, 324 

13.243.260 

10,293,615 

16, 951, 373 

22, 778, 407 

252,000 

105,872 

322,560 

433, 440 

2, 775.  000 

2, 156, 930 
150,697,752 

8, 552, 000 

4, 773. 000 

193, 880, 330 

248,166,822 

333. 474, 107 

4, 646, 300 

3,611,439 

5, 497, 264 

7,991,636 

3,351.000 

2. 604, 638 

4, 289, 280 

6,783,720 

2,651.000 

2.060,548 

8, 393. 280 

4, 559,  720 

1,898,000 

1, 475. 202 

2,429,440 

8, 264, 560 

8,166,000 

2,  460, 843 

4, 052, 480 

6,445,520 

750,000 

582,954 

960,000 

1,290.000 

1,150,000 

893,863 

1,472,000 

1,978,000 

8,355,000 

2,607,747 

4,294,400 

6,770,600 

855,000 

664,568 

1,094,400 

1,470,600 

860,000 

668,454 

1, 100, 800 

1,479,200 

2,300,000 

1, 787, 726 

2,944,000 

8,956,000 

18, 642, 040 

14, 489, 936 

23,861,811 

82,064,309 

1, 150, 000 

893, 863 

1,472,000 

1,978.000 

1, 070, 000 

831,681 

1, 369, 600 

1, 840, 400 

8,289,900 

6,443,507 

10,611,072 

14.258,628 

8,000,000 

2,331,816 

8,840,000 

6. 160. 000 

8,535,000 

6, 634,  017 

10, 924. 800 

14, 680, 200 

65.669,240 

51,042.862 

84, 056, 627 

112, 951, 093 

27,967,030 

21,737,989 

35, 797, 798 

48, 103, 292 

7,800.000 

6, 062, 722 

9, 984, 000 

13,  416, 000 

9,775,000 

7,597,834 

12, 512, 000 

16, 813. 000 

13,732,000 

10,  673,  499 

17, 576, 960 

23.  619, 040 

17,796,000 

13, 832,  332 

22. 778, 880 

80. 600, 120 

18, 950, 000 

14.  729, 304 

24,256,000 

32,  594, 000 

8,595,000 

6, 080, 653 

11, 001,  600 

14, 783, 400 

3,  300,  000 

2,564.998 

4,224.000 

6, 676, 000 

6,810,000 

5,  293. 222 

8, 716. 800 

11, 713, 200 

3. 250, 000 

2, 526, 134 

4, 160, 000 

5, 590, 000 

4,815,000 

3, 742, 565 

6, 163. 200 

8. 281, 800 

8, 800, 000 

2,953,634 

4, 864, 000 

6,536,000 

4, 500, 000 

8, 497, 724 

6, 760, 000 

7, 740, 000 

12,090,000 

9, 397, 218 

15,475,200 

20, 794, 800 

800,000 

621, 818 

1,024,000 

1, 376. 000 

8,615.000 

2, 800, 838 

4,627,200 

6, 217. 800 

8, 400,  000 

6.  529. 085 

10, 752, 000 

14, 448, 000 

2,300,000 

1,  787,  726 

2,944.000 

3,956.000 

350,000 

272.045 

448,000 

602,000 

158. 645, 030 

123, 310. 340 

203, 065,  638 

272. 869, 452 

1, 555, 000 

1,  208, 658 

1,990,400 

2, 674,  600 

1,635,000 

1, 270. 840 

2,092,800 

2,812,209 

5,875,000 

4, 566,  473 

7, 520, 000 

10, 105, 000 

800,000 

621, 818 

1,024.000 

1,376,000 

8,  750, 000 

2, 914, 770 

4, 800. 000 

6,450,000 

8, 517, 100 

6, 620, 103 

10,901.888 

14,649.412 

2,5:^5,000 

1, 985,  930 

8, 270,  400 

4, 394, 600 

860,000 

668,454 

1, 100. 800 

1, 479.  200 

4,907,000 

8, 814. 074 

6, 280. 960 

8,440,040 

600,000 

466,  363 

768,000 

1, 032, 000 

250.000 

194, 818 

320,000 

430,000 

660,000 

512,999 

844.800 

1, 135, 200 

31, 964. 100 

24,844.800 

40, 914, 048 

64,978,252 
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Tabus  10. — Increase  of  note-iseuing  power  under  proposed  law — Continued. 
[Computed  by  the  actuary  of  the  TreaBnry  Department.] 


WaBhington 

On'gon 

California 

San  Francisco .....' 

Idaho 

Utah 

Nevada 

Arizona 

Total  of  Pacific  States 

Total  of  United  States 


Capital  stock 
(Feb.  18,1808). 


$3,978,000 

3,  (TJO,  000 

4,  875, 000 
6,  OUU,  000 

600,000 

1,750.000 

82,000 

400,000 


20, 705, 000 


628, 890, 320 


Loanable 
poorer  under 
existing  law. 


$3,091,988 

2, 347, 361 

8, 789. 201 

4, 663,  632 

466,363 

1,300,226 

63,736 

310,909 


16,093,416 


488,818,837 


Loanable 
power  nnder 


Loanable 
power  under 


power  nnder  power  under 
proposed  law  proimsedUv 
at  beginning,  after  8  years. 


$5,091,840 

3, 865, 600 

6, 240,  000 

7,680,000 

768,000 

2,240,000 

104,960 

612.000 


26,502,400 


804,979.609 


$6, 842. 160 

5,194,400 

8,385,U0U 

10.32(M>00 

1,032.000 

8,010.UU0 

141.040 

688.000 


35.612,600 


1,081,091.350 


United  States  4  per  cent  bonds  of  1907,  at  110  net,  are  taken  as  a  basis. 
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TO  SECURE  TO  THE  PEOPLE  A  SOUND  CURRENCY. 


JuNX  23,  1898.^Committ6d  to  the  Whole  House  on  the  state  of  the  Union  and 

ordered  to  be  printed. 


Mr.  WAiiSXB,  of  Massachusetts,  irom  the  Committee  on  Banking  and 

Currency,  submitted  the  following 

VIEWS  OF  THE  MINORITY. 

[To  accompany  H.  R.  102S9.1 

The  undersigaed  respectfully  dissents  from  the  views  of  the  signers 
of  the  favorable  report  on  bill  H.  R.  10289,  and  recommends  that  all 
after  the  enacting  clause  be  stricken  out  and  the  text  of  bill  H.  R.  10,333, 
introduced  in  the  House  by  Mr.  Walker  and  referred  to  the  Committee 
on  Banking  and  Currency,  be  inserted  in  its  place. 

WALKEB  BILL  THE  ONLY  BEMEDY. 

I  can  see  no  conceivable  relief  from  the  present  financial  and  banking 
conditions  of  the  country,  but  on  the  other  hand  the  certainty  that  it 
would  be  made  worse  by  enacting  any  general  bill  referred  to  the  com- 
mittee, excepting  the  Walker  bill  H.  R.  10333,  and  the  bills  before  the 
committee  have  steadily  grown  worse,  culminating  in  the  Hill-Fowler 
biU,  H.  R.  10289. 

Not  one  of  the  bills  presented  to  the  Committee  on  Banking  and 
Currency,  except  the  Walker  bill,  recognizes — much  less  fearlessly  and 
closely  follows — any  known  principle  of  economics  or  any  recognized 
banking  principle.  Not  one  of  them  except  the  Walker  bill  safely 
and  securely  does  any  one  of  the  four  things  absolutely  necessary  to 
be  done  to  relieve  the  situation,  viz, 

1.  To  relieve  the  United  States  Treasury  from  the  current  redemption 
of  every  form  of  paper  money  and  from  any  responsibility  for  maintain- 
ing the  parity  of  our  various  kinds  of  money. 

2.  The  devolving  of  the  duty  and  responsibility  of  maintaining  parity 
between  all  moneys  upon  the  banks. 

3.  The  allowing  of  banks  to  issue  true  bank  currency — i.  e.,  to  issue 
currency  against  their  assets. 

4.  The  securely  uniting  all  the  commercial  banks  in  the  country 
through  clearing  houses  into  one  strong  body  to  maintain  parity  between 
all  moneys. 

From  the  first  section  to  the  last  section  the  two  bills  are  antagonistic. 
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From  the  opening  to  the  close  it  is  the 

Hill-Fowler  biU, )                          ^^^^„„  (  Walker  bill, 

H.li.10289.     i ^^^^^ \  H.E.10333. 

The    results    of)                          ««•«««  (The  results  of 

ratiocination    } ^^"'^ i  investigation. 

A  patting  into  the  presents  rA  patting  into  the  present 

law  things  new,  incon- 1  verana  J  ^^^  things  old,  harmoni- 
graoas,  and  nntried,  or  [  " "  •^®^^"*-  •  •  S  ons,  and  approved  by  ex- 
that  have  failed  J  [^    perience. 

The  Hill-Fowler  bill  (H.  B.  10289)  does  not  propose  to  and  does  not 
effect  a  solid  union  of  the  commercial  banks  of  the  country.  It  leaves 
each  bank  in  its  present  inflexible,  isolated,  and  panic  condition.  It 
thereby  leaves  out  of  its  scope  its  avowed  purpose  and  makes  it  impos- 
sible of  being  accomplished  by  the  bilL 

The  Walker  bill,  on  the  other  hand,  is  written  in  accord  with  recog- 
nized economics,  and  adheres  in  every  sentence  to  sound  banking 
principles.  It  secures  a  solid  union  of  all  commercial  banks  into  a  log- 
ical system  and  provides  for  the  safe  and  complete  transition  of  every 
commercial  bank  in  the  country,  were  it  done  even  during  a  panic,  from 
its  present  inflexible,  isolated,  and  panic  condition  into  an  elastic, 
cooperative,  anti-panic  system,  and  makes  it  an  integral  part  of  a  sym- 
metrical and  firmly  constructed  and  completed  whole,  which  is  abso- 
lutely necessary  as  a  condition  precedent  to  any  substantial  relief  of 
the  United  States  Treasury  and  banking  conditions  in  any  safe  and 
wise  financial  and  banking  legislation. 

UNION  OF  AL.L  COMMERCIAL  BANKS. 

The  warp  and  woof  of  the  Walker  bill  is  the  taking  of  every  com- 
mercial bank  in  the  country  out  of  its  perilous  condition  of  isolation, 
which  invites  and  contributes  to  such  panics  as  have  frequently  visited 
them  during  their  whole  existence,  by  allaying  antagonism  and  shut- 
ting out  all  injurious  competition  and  rivalry  between  banks,  induced 
by  their  isolation,  through  clearing  houses  that  now  exist.  Thus  it  is 
made  sure  that  the  banks  will  maintain  parity,  by  making  it  for  the 
interest  of  each  bank  to  assist  all  other  banks  in  doing  so,  by  uniting 
all  banks  in  one  symmetrical  whole  to  enable  them  in  combination  to 
maintain  parity  successfully,  which  is  impossible  in  isolation,  i.  e.,  main- 
tain the  parity  between  silver  coin  and  gold  coin,  and  maintain  the 
parity  between  all  the  various  forms  of  our  paper  money  and  our  coin 
money  by  making  it  profitable  for  the  banks  to  do  so,  and  forcing  it 
upon  unpatriotic  and  reluctant  banks  by  a  tax  of  one-half  of  1  per  cent 
per  annum  on  deposits  if  the  banks  as  a  whole  fail  to  maintain  parity, 
and,  unlike  the  Hill- Fowler  bill,  cutting  the  banks  and  individuals  off 
from  getting  any  gold  out  of  the  United  States  Treasury  under  any 
circumstances. 

MAINTAINING  PARITY. 

The  Hill-Fowler  bill  does  the  exact  opposite  of  the  Walker  bill. 
Enacted  into  law  it  would  call  for  more  gold  from  the  Treasury  and 
heavier  taxation  to  maintain  parity  under  the  present  Treasury  system, 
and  make  conditions  worse  than  they  now  are. 

Its  effect  can  be  certainly  predicted  from  the  experience  of  the  past, 
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w>t  only  of  i3^i»  A^oautry  but  of  i^ll  otliers.  Iisolated  banks,  eacb  iQde- 
peudent  of  jtbe  otUer,  in  no  country  have  found  it  possible  to  keep  silver 
coin  smd  gold  coin  a^t  a  parity  and  freely  circulatiiig  side  by  side  as  it 
is  assumed  they  can  do  in  the  Hill-Fowler  bill.  Parity  never  has  been 
kept  between  gold  and  silver,  ex/cepting  where  the  banks  were  united  to 
do  it.  IS^otan  example  cai^  be  foq^nd  to  justify  the  Hill-Fowler  experi- 
ment. The  experience  of  this  conutry  au4  of  all  others  fails  to  justify 
it.  The  sharp  rivalry  between  our  independent  banks,  prior  to  1834, 
compelled  every  bank  in  the  country  to  redeem  its  circulating  notes  in 
Kilyer  dollars,  because  the  value  of  .the  bullion  in  the  silver  dollar  was 
3  to  4  per  cent  less  than  the  bullion  in  the  gold  dollar.  After  1834  not 
a  silver  dollar  was  paid  in  redeeming  its  circulating  notes  by  any 
isolated  bank  in  the  country,  because  the  bullion  in  the  new  silver 
dollar  was  worth  from  3  to  4  per  cent  more  than  the  bullion  in  the  gold 
dollar.  Banks  had  silver  dollars  in  their  vaults,  but  they  always 
insisted  on  a  premium  of  3  to  4  per  cent  in  paying  them  out. 

NEW  YORK  OLEA.BING  HOUSE. 

Parity  is  now  maintained  in  this  country  by  the  United  States  Treas- 
ury, by  the  Treasury  being  a  member  of  the  New  York  clearing  house, 
thus  making  the  United  States  Treasury  ultimately  responsible  for  its 
transactions  at  an  annual  cost  of  scores  on  scores  of  millions  of  dollars 
taken  from  the  people  in  taxes.  To  do  this  also  requires  that  hundreds 
of  millions  of  dollars  shall  at  all  times  be  in  the  Treasury,  practically 
as  a  guaranty  of  its  solvency,  for  maintaining  parity. 

The  national  banking  law  has  come  to  be  one  of  the  most  oppressive 
legacies  of  the  civil  war,  in  its  continued  forced  loans  on  the  people  in 
compelling  the  purchase  of  United  States  bonds.  The  Hill-Fowler  bill 
proposes  to  continue  it  for  eight  years.  It  differs  as  much  from  the 
freedom  and  independence  of  normal  and  free  banking  and  the  issuing 
of  normal  bank  currency  as  does  martial  law  and  the  provost-marshal 
from  normal  liberty  and  the  jury  trial. 

BANK  OF  ENGLAND  SYSTEM  COPIED. 

But  the  most  illogical,  uneconomic,  and  indefensible  proposition  in 
the  whole  list  of  things  proposed  to  be  done,  and  a  thing  not  consistent 
in  a  law  drawn  on  true  banking  principles,  is  the  proposal  to  create  in 
the  United  States  Treasury  a  department  of  issue  and  redemption. 
Such  a  department  would  be  not  only  useless,  but  wholly  vicious. 

If  there  is  one  thing  more  than  another  that  is  well  settled  in  the 
management  of  banks,  treasuries,  corporations,  and  private  firms,  it  is 
this,  viz,  that  every  dollar  of  what  is  designated  "  money  funds"  must 
be  at  the  free  use  of  the  responsible  manager  of  them,  especially  in  times 
of  panic. 

The  avowed  reason  for  creating  this  department  is  to  destroy  the 
United  States  legal  tender  notes  directly  or  indirectly,  either  by  chang- 
ing them  into  agold  certificate  or  by  canceling  them  outright.  To  resort 
to  such  a  cumbersome  device  for  that  purpose  could  only  have  been  sug- 
gested by  the  double-headed  contrivance  in  the  Bank  of  England.  It 
has  been  condemned,  as  to  the  Bank  of  England,  by  nearly  every  writer 
on  finance  in  Europe  and  by  the  best  thought  in  England.  It  has  never 
once  been  approved  in  the  whole  world  by  the  only  possible  method  of 
expressing  a  genuine  approval  of  a  financial  device,  viz,  by  imitation. 
I  shall  treat  further  on  this  subject  in  closing  this  report. 
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The  Hill-Fowler  bill  attempts  the  impossible  feat  of  grafting  on  to  the 
Government  Treasury,  which  has  no  banking  resources  or  banking 
machinery,  the  double-headed  Bank  of  England  issue  department  and 
banking  department  system,  which  is  unworkable  excepting  by  a  bank 
with  the  immense  resources  and  in  the  strong  position  of  the  Bank  of 
England.  It  is  believed  by  every  European  financier  to  be  a  source  of 
the  most  grave  embarrassment  and  peril  to  theBank  of  England  in  times 
of  monetary  stringencies  or  panic.  The  bill  proposes  this  without  tak- 
ing cognizance  of  the  conditions  here  as  compared  with  the  conditions 
in  Oreat  Britain.  Should  Great  Britain  wake  up  some  fine  morning  and 
find  in  her  coinage  system  (500,000,000  of  silver  as  full  legal  tender  at 
16  of  silver  to  1  of  gold,  she  would  go  to  a  silver  basis  in  a  week,  unless 
all  her  banks  were  united,  either  voluntarily  or  under  compulsion  of 
law,  into  a  solid  and  indestructible  union,  as  is  provided  in  t&e  Walker 
bill. 

Should  the  Bank  of  France,  with  its  hundreds  of  branches^  be  dis- 
solved to-day  into  as  many  independent  and  isolated,  antagonistic  banks 
as  it  has  branches,  as  our  banks  are  now  isolated  and  independent  and 
antagonistic  to  each  other,  France  would  go  to  a  silver  measure  of  valae 
in  a  week.  Nothing  keeps  the  paper  money  of  France  or  Germany  at 
a  parity  with  specie  and  silver  to  the  '^gold  measure  of  value''  other 
than  the  union  in  each  country  of  all  the  banks,  practically  if  not 
actually  branches  of  one  bank  and  thus  brought  into  a  solid  union,  as 
is  provided  for  the  banks  of  this  country  in  the  Walker  bill;  and  noth- 
ing keeps  the  money  of  the  Empire  of  Great  Britain  to  parity  with  the 
gold  measure  of  value  but  her  coinage  conditions,  in  which  there  is  no 
"primary  legal  tender  silver  money." 

Our  banks  are  loosely  held  together  to-day  only  through  the  snb- 
treasury,  with  its  $200,000,000  to  $300,000,000  idle  surplus,  and  sale  of 
bonds  to  maintain  parity  in  times  of  panic,  taxing  the  people  millions 
upon  millions  to  do  it,  instead  of  keeping  a  balance  of  only  $20,000,000 
to  $30,000,000  in  the  Treasury,  as  is  the  case  in  France,  Germany,  and 
Great  Britain  at  comparatively  no  cost  in  taxation. 

GOLD  REDEMPTION  OF  SILVEB. 

To  provide  that  our  $500,000,000  legal-tender  silver  dollars  shall  le 
redeemable  in  gold  dollars  by  the  Government,  and  for  keeping  an 
additional  gold  reserve  for  that  purpose,  is  one  of  the  most  unnecessary, 
inconsistent,  and  remarkable,  not  to  say  ridiculous,  provisions  that 
could  well  be  incorporated  in  a  banking  bill.  Do  they  not  know  that 
this  is  demonetizing  silver  t  This  seems  especially  so  in  view  of  the 
ease  with  which  France  and  Germany  carry,  at  par  with  gold  and  a*? 
primary  money,  their  great  stocks  of  silver.  But  the  objective  claimed 
as  of  vital  importance  to  be  reached  by  the  Hill-Fowler  bill  is  the 
elimination  of  the  United  States  notes  from  demanding  gold  of  the 
Treasury,  either  by  making  them  a  part  of  the  bank  notes,  viz,  by  sub 
stituting  for  them  the  "national  reserve  notes"  of  the  Hill-Fowler  bill, 
to  be  issued  in  place  of  them,  or  by  buying  them  up  by  the  Gov- 
ernment with  the  taxes  collected  and  then  destroying  them.  The  Hill 
Fowler  bill  does  not  do  this  by  inducing  the  banks  to  assume  the 
identical  United  States  notes  by  making  it  profitable  for  them  to  do  so, 
as  in  the  Walker  bill,  but  by  attempting  to  substitute  a  new  "legal- 
tender  bank  note"  for  them.  The  reason  given  for  proposing  the 
destruction  of  the  $346,000,000  of  greenbacks  is  that  they  "  menace 
our  whole  financial  system  in  their  power  to  extract  gold  from  the 
Treasury." 
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SILVER  DEMONETIZED. 

Bat  the  Hill-Fowler  bill  proceeds,  in  the  same  bill  that  would  destroy 
them,  to  add  (500,000,000  of  silver  dollars  to  their  natioual  reserve  bank 
notes  and  other  bank  notes  as  abstractors  of  gold  from  the  Treasury, 
and  would  have  us  believe  that  this  is  a  cure  for  all  our  financial  and 
banking  ills. 

Having  experienced  the  delights  of  the  vision  of  seeing  the  United 
States  notes  destroyed  and  of  resurrecting  a  bank  note  from  their 
ashes,  in  the  proposed  <<  national  reserve  note,"  and  having  exercised 
the  supreme  power  of  making  this  ^^national  reserve  note"  the  equal  of 
gold  as  a  legal  tender,  their  power  grows  on  what  it  feeds.  They  then 
proceed  to  destroy  the  $500,000,000  silver  dollars,  as  such,  and  to  res- 
urrect them  as  abstractors  of  gold  from  the  Treasury;  that  is  to  say, 
they  destroy  the  United  States  notes  in  order  to  save  the  country  from 
the  perils  of  having  $1,200,000,000  of  currency,  including  the  United 
States  notes  and  resting  upon  them.  In  turn  these  $346,000,000  rest 
upon  the  $100,000,000  of  gold  in  the  United  States  Treasury.  Then 
they  immediately  proceed  to  destroy  these  silver  dollars  as  such  and 
resurrect  them.  In  addition  to  the  paper  money  now  in  the  country, 
and  in  addition  to  the  bank  currency,  their  bill  will  call  for  from 
$200,000,000  to  $500,000,000  to  add  to  our  $1,200,000,000.  Adding  this 
$300,000,000  bank  currency  to  the  $500,000,000  silver  dollars,  and 
this  to  the  $1,200,000,000  paper  now  out,  makes  $2,000,000,000.  This 
$2,000,000,000  is  to  rest  upon  the  $500,000,000  of  the  gold  redeemable 
silver  dollars,  and  these  silver  dollars  in  turn  rest  on  only  $25,000,000 
of  gold  in  the  Treasury. 

FINANCIAL  WISDOM  OF  THE  HILL-FOWLEB  BILL. 

That  is  to  say,  we  now  have  $100,000,000  of  gold  in  the  United  States 
Treasury  to  redeem  $1,200,000,000  of  currency,  or  eight  and  one-third 
per  cent  of  gold  to  each  dollar  of  paper. 

The  Hill-Fowler  bill  proposes  to  add  fromtwo  to  four  hundred  millions 
in  bank  paper  and  our  $500,000,000  silver,  as  abstractors  of  gold  from 
the  Treasury,  and  rest  that  $2,000,000,000,  more  or  less,  ultimately  on 
$25,000,000  of  gold  in  the  Treasury,  or  one  and  one-quarter  per  cent 
of  gold  to  each  dollar  of  paper. 

Of  course  this  statement  will  surprise  the  authors  of  the  bill  more 
than  anyone  else  who  reads  it.  Their  bills  bear  no  internal  evidence 
of  any  section  of  them  having  been  brought  to  the  practical  test  of  be- 
ing carefully  "  worked  out "  by  trying  any  one  of  them  on  to  our  present 
system  as  modified  by  them,  while  every  section,  paragraph,  and  line 
of  the  Walker  bill  shows  it  to  have  been  subjected  to  that  test.  Should 
every  dollar  of  the  United  States  notes  be  destroyed  by  the  working  of 
the  Hill-Fowler  bill,  all  the  gold  would  then  be  released  from  the 
United  States  Treasury  except  $25,000,000,  which  is  set  aside  to  redeem 
$500,000,000  of  silver  dollars.  Is  it  wise  to  retire  J346,0()0,000  United 
States  notes  and  $100,000,000  gold,  and  to  substitute  $500,000,000  in 
silver  and  $25,000,000  in  gold  in  their  identical  officet 

BANEIKO  CONDITIONS  IN  BUBAL  SECTIONS. 

At  this  point  the  question  will  naturally  be  asked  by  those  who  live 
in  sections  of  the  country  that  have  not  i'elt  the  hardshi])  of  the  pres- 
ent banking  law:  Why  is  there  any  need  of  amendments  to  relieve  the 
present  situation  other  than  to  ^^  reduce  the  tax  on  currency,"  and  to 
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<<  allow  banks  to  iRsne  curreucy  to  the  par  of  bonds,"  and  to  <' allow 
national  banks  with  as  little  as  $25,000  capital  in  places  of  4,000  people 
or  less,"  as  the  bankers  have  been  asking  to  have  done  for  twenty 
years! 

First,  under  the  present  law  banks  of  small  capital,  or  of  $100,000  capi- 
tal, for  that  matter,  can  not  exist  where  there  are  now  no  banking  facili- 
ties, and  the  three  amendments  proposed  wonld  in  no  way  improve 
present  conditions,  so  as  to  permit  them  to  exist. 

On  the  other  hand,  to  '^  repeal  half  the  taxes  on  circalation/'  and 
'^  allow  banks  to  issue  currency  up  to  the  par  of  bonds,"  would  still 
farther  reduce  interest  where  it  is  now  lowest  and  increase  interest 
where  interest  is  now  the  highest.  It  would  have  exactly  the  opposite 
effect  of  the  rational  amendment  of  the  law  provided  in  the  Walker 
bill,  viz,  to  halve  the  present  rates  in  strictly  country  districts  while 
not  materially  reducing  or  increasing  interest  rates  in  city  districts. 

INTEREST  DOUBLE  NORMAL  RATE. 

I 

To-day  Interest  on  bank  loans  in  country  districts  is  nearly  doable 
the  normal  rate,  and  made  so  by  the  law,  while  they  are  at  the  same 
time  made  a  small  fraction  lower  to  borrowers  of  city  banks  by  the  law. 
Under  the  present  law,  the  normal  rate  of  interest  on  the  same  secur- 
ity on  the  same  time  and  on  the  same  amount  would  be  about  2.98+  per 
cent  in  the  three  central  reserve  cities,  were  no  interest  paid  on  deposits, 
as  compared  with  7.34  per  cent  in  country  districts,  and  these  relative 
rates  are  compelled  by  the  law ;  that  is  to  say,  they  would  be  were  there 
any  strictly  country  banks,  but  there  is  not  one  strictly  "country  bank"^ 
to-day.  They  can  not  exist  under  the  law  as  it  stands.  Under  the 
Walker  bill,  with  the  currency  provided  therein,  the  rate  would  be  4.55 
per  cent  in  the  country  as  compared  with  2.98  per  cent  in  the  central 
reserve  cities. 

BANE  CAPITAL. 

Persons  will  hardly  put  their  capital  into  a  bank  unless  they  are 
reasonably  certain  of  receiving  6  per  cent  dividends  on  the  bank  stock. 
In  order  to  show  the  rates  of  interest  banks  must  charge  under  the 
present  law,  under  the  Hill-Fowler  bill,  and  under  the  Walker  bill  to 
pay  6  per  cent  on  the  bank  stock,  I  have  worked  out  the  following 
examples  of  the  practical  working  of  the  three  systems: 

In  the  case  of  No.  1,  formed  under  the  present  law,  a  country  bank 
would  be  compelled  to  charge  7.34  per  cent  on  its  loans  to  pay  6  per 
cent  dividends  on  its  stock,  or  1.34  per  cent  more  than  the  stockholders 
could  individually  loan  their  money  for  and  get  6  per  cent,  while  a  city 
bank  coald  loan  for  2.98+  per  cent  and  pay  6  per  cent  dividends. 

In  the  case  of  No.  2  a  Hill- Fowler  bank  in  a  central  reserve  city  could 
pay  6  per  cent  dividends  on  its  stock  and  loan  money  at  3.03+  per  cent* 

But  it  is  shown  in  the  case  of  No.  3  that  a  Hill-Fowler  country  bank 
must  charge  6.0 -f-  per  cent  to  pay  G  per  cent  on  its  stock.  A  rate  of 
interest  of  6  per  cent  would  not  make  it  an  object  to  form  a  bank. 

But  No.  4,  a  Walker  country  bank,  could  loan  money  at  4.55  per  cent 
and  pay  6  per  cent  dividends. 

No.  5  shows  a  central  reserve  city  bank  can  loan  money  at  2.98  per 
cent  or  at  less  rates  under  the  Walker  bill  than  under  the  QiIl-Fowle>* 
bill. 


/ 
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No.  1. 
PRESENT  LAW,  COUNTRY  BANK. 

Capital $150,000.00 

Deposits 57, 143. 00 

Circulation,  90  per  cent  of  $37,500  bonds 33,  750. 00 

Total 240,893.00 

Deductions: 

Paid  for  $37,500  bonds,  at  $113.55 $42, 581. 25 

5  per  cent  redemption  paid  on  $33,750. . .  1, 687. 50 
15  per  cent  reserve  on  $57,143  deposits. . .  8, 571. 45 
20  per  cent  currency  not  in  circulation 6, 750. 00 

69, 690. 20 

Possible  loanable  funds 181,302.80 

Beceipts : 

Interest  on  $42,581.46  paid  for  bonds,  at  2.4  per  cent . .  1, 021. 95 

Interest  on  $181,302.80  loans,  at  7.34+  per  cent .  13, 316. 66 

Exchange  account 1, 000.  00 

Total 16,337.60 

Expenditures: 

Tax  on  circulation,  1  per  cent $337. 50 

Salaries,  etc 6, 000. 00 

6  per  cent  dividend  on  $150,000  stock 9, 000. 00 

$16,337.80 

present  law,  central  reserve  cities. 

Capital $150,000.00 

Deposits 650,000.00 

Total ; 800,000.00 

Deductions: 

United  States  bonds, or  2.4  per  cent  capital, 

$3,000,  cost $4, 087. 80 

Reserve  required 162,500.00 

166,587.80 

Possible  loanable  funds... 633,412.20 

Receipts : 

Interest  on  cost  of  bonds  $4,087.80,  at  2.4  per  cent. . .  98. 11 

Interest  on  86:13,412.20  loans,  at  2.98  +  per  cent  .  18, 901. 89 

Exchange  account 2, 000. 00 

Total 21,000.00 

Expenditures: 

Salaries,  etc $12, 000. 00 

6  per  cent  dividends  on  $150,000  stock. . .      9, 000. 00 

21, 000. 00 
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HILL-FOWLEB,  CENTRAL  RESERVE  CITY  BANK. 

Capital $150,000.00 

Deposits 050, 000. 00 

Total 800,000.00 

Deductions: 

United  States  bonds  required,  equal  to  2. 4 
per  cent  of  capital,  or  $3,600^  market 
price,  $113.55 ;  cost  of  bonds $4, 087. 80 

12.8  per  cent  of  capital,  or  $19,200  of 
United  States  notes  exchanged  ror  '^  re- 
serve note,'^  $19,200,  and  5  per  cent  re- 
demption fund 960. 00 

Eeserve  required 162,500.00 

167,647.80 


Possible  loanable  funds 632,452.20 

Beceipts: 

i  per  cent  paid  on  reserve  notes  taken 96. 00 

Interest  on  cost  of  bonds,  $4,087.80,  at  2.4  per  cent. .  98. 11 

Interest  on  $632,452.20  loans,  at  3.03+  per  cent  .  1 9, 180. 89 

Exchange  account 2, 000. 00 

Total 21,375.00 

Expenditures: 

Tax,  i  per  cent  on  $150,000  capital 8375. 00 

Salaries,  etc 12, 000. 00 

6  per  cent  dividend  on  $150,000  stock 9, 000. 00 


21, 375. 00 


No.  3. 
hill-fowler  country  bank. 


Capital 8150,000.00 

Deposits 57, 143. 00 

Circulation 150, 000. 00 

Total 357, 143. 00 

Deductions: 

5  per  cent  on  $60,000  "  reserve  notes" $3, 000. 00 

5  per  cent  on  $60,000  "  bank  notes" 3, 000. 00 

5  per  cent  on  $90,000  "currency  notes". . .     4, 500. 00 
Paid  for  40  per  cent  to  capital  bonds  re- 
quired, at  $113.55 68, 130. 00 

Reserve  required 8, 571. 00 

Redemption  fund  on  $90,000 1, 000. 00 

20  per  cent  currency  not  in  circulation 30, 000. 00 

118.201.00 


I 


( 


Possible  loanable  fiinds , 238, 942. 00 
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Beceipts : 

}per  cent  paid  on  reserve  notes  taken $187. 60 
nterest  on  $68,130  paid  for  bonds,  at  2.4  per  cent.  • .        1, 635. 12 
Interest  on  $238,942  loans,  at  6.0+  per  cent..      14,362.38 

Exchange  account l^  000. 00 

ft 

Total 17,175.00 

Expenditures: 

Tax  of  6  per  cent  on  $30,000  currency  notes .  $1, 800. 00 

Tax  of  i  per  cent  on  $160,000  capital 376. 00 

Salaries,  etc 6, 000. 00 

6  per  cent  dividend  on  $160,000  stock 9, 000. 00 

17, 176. 00 

No.  4. 

WALKER  COUNTRY  BANK. 

Capital , $160,000.00 

Deposits 67,143.00 

Circulation 160, 000. 00 

Total 367,143.00 

Deductions: 

6  per  cent^  redemption  fund,  $120,000  cur- 
rency in*  actual  circulation $6,  OOO.  00 

16  per  cent  reserve  on  deposits 8, 571. 46 

20  per  cent  currency  out  of  circulation 30, 000. 00 

44, 671. 45 

Possible  loanable  funds 312, 571. 55 

fieceipts: 

Interest  on  $312,571.65  loans,  at  4.55+  per  cent.      14, 240. 00 
Exchange  account 1, 000. 00 

Total 15,240.00 

Expenditures: 

Tax  on  $120,000  in  actual  circulation  0.2  per 

cent 240. 00 

Salaries,  etc 6, 000. 00 

6  per  cent  dividends  on  $150,000  capital . .     9, 000. 00 

16, 240. 00 

No.  6. 

WALKER  CENTRAL  RESERVE  CITY  BANK. 

Capital $150,000.00 

Deposits 650,000.00 

Total 800,000.00 

Deductions: 

Beserve  required  25  per  cent  of  deposit 162, 500. 00 

Possible  loanable  funds 637, 500. 00 
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Receipts: 

Interest  on  $637,500  loans,  at  2.98—  per  cent.  .    $19^  000. 00 
Exchange  aeooant 2, 000. 00 

Expenditures: 

Salaries,  etc $12,000.00 

6  per  cent  dividends  on  $150,000  stock ...       9, 000. 00 

21, 000. 00 

Tbese  examples  of  six  banks  show  that  coantry  banks  can  be  formed 
ander  the  Walker  bill  and  loan  money  at  half  to  two-thirds  the  rates 
of  interest  charged  by  banks  on  loans  at  the  present  time,  namely,  at 
4.55  per  cent.  They  show  also  that  the  interest  rates  by  country  banks 
formed  under  the  Hill-Fowler  bill  must  be  31  per  cent  higher  than 
under  the  Walker  bill. 

.It  will  be  noticed  in  example  No.  2  of  a  Hill-Fowler  city  bank, 

that  the  "  reserve ''  required  in  cash  in  city  banks  is $162, 500 

The  "reserve  notes"  the  city  bank  must  pay  for  in 
United  States  notes  are  about  one-half  what  the 
country  bank  must  buy,  or $19, 200 

The  gold  the  bank  must  have  in  its  own  vaults  is. . .    .81, 250 

100,450 


Balance 62, 050 

Thus  the  city  bank  can  keep  all  its  <^  reserve  notes"  in  its  own 
vaults  and  with*  its  gold  still  use  any  lawful  money  for 62, 050 

It  would  not  be  iM)S8ible  for  any  one  to  make  a  demand  upon  this 
city  bank  for  one  dollar  of  gold.  So  it  would  be  with  every  reserve 
city  bank  in  the  country  under  the  Hill-Fowler  bill. 

Take  example  No.  3  of  a  Hill-Fowler  country  bank  and  the  situation 
is  reversed.  It  will  be  seen  that  the  "reserve"  required  is  $8,571, 
while  the  bank  must  buy  double  the  "reserve  notes"  the  city  bank 
buys.  Only  two-fifths  of  this  reserve  is  required  to  be  in  cash ;  the  other 
three-fifths  may  be  in  amounts  due  the  bank  from  other  banks,  and  only 
one-fifth  or  $1,714.20  in  gold. 

It  figures  out  as  follows : 

The  "cash  reserve"  required  is $3,428.40 

$1,714.20  to  be  in  gold. 
The  "reserve  notes"  the  bank  must  pay  for  in 

United  States  notes  are $37, 600. 00 

The  gold  the  bank  must  have  in  its  own  vaults  is      1, 714. 20 

39,214.20 

Its  "reserve  notes"  in  excess  of  those  it  can  use  in  its  cash 
reserve  are 35, 785. 80 

It  will  also  be  observed  that  the  country  bank  must  invest  $68,130  in 
United  States  bonds  and  take  out  bank  notes  more  than  sixteen  times 
as  much  as  the  city  bank  with  the  same  capital.  The  city  bank  is  only 
required  to  invest  $4,087.80  in  bonds.  The  city  bank  will  not  bother 
with  any  currency.  It  cuts  no  figure  in  its  business.  But  the  country 
bank  must  pay  out  this  $35,785.80  "reserve  notes"  and  also  its  $37,500 
"bank  notes,"  a  total  of  $73,500.  This  paper  money  always  finds  its 
way  into  the  city  banks  to  be  by  them  exchanged  for  the  gold  of  the 
country  banks  in  redemption  and  then  returned  to  the  country  banks. 
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The  Hill-Fowler  bill  forbids  the  massing  of  gold  to  secure  in  com- 
bination the  maintenance  of  parity. 

The  Walker  bill  carefully  provides  for  massing  all  the  commercial 
gold  in  the  country  in  the  National  Clearing  House  in  New  York  and 
also  in  San  Francisco  in  order  to  make  sure  the  maintenance  of  parity 
as  is  now  done  under  the  present  law.  Not  a  dollar  of  gold  can  be  had 
today,  nor  for  thirty  years,  in  redemption  of  a  United  States  note, 
from  the  United  States  Treasury  in  Washington.  Only  in  New  York 
and  ill  San  Francisco  can  it  be  had.  Only  by  this  massing  of  gold  can 
parity  in  gold  redemption  be  maintained. 

The  Hin-Fowler  bill,  on  the  other  hand,  divides  the  gold  into  driblets. 
In  banks  of  $25,000  there  would  be  about  $285.71  iu  gold  and  so  on  up. 
In  a  bank  of  $100,000  about  $1,142.86.  The  $25,000  country  bank  is 
expected  to  redeem  in  gold  over  its  own  counter  $26,250  paper  money 
with  $285.71  in  gold,  and  the  $100,000  country  bank  to  redeem  in  gold 
$105,000  of  its  paper  money  with  $1,142.86  in  gold  when  some  crank  or 
cotnbiuation  of  panic-stricken  people  makes  a  raid  on  the  bank. 

The  Walker  bill  provides  for  massing  the  gold.  The  amount  the 
whole  10,000  banks  are  "required  to  keep'^  is  from  $200,000,000  to 
$400,000,000,  in  order  to  make  the  maintenance  of  parity  absolutely 
secure,  and  leave  the  country  l>anks  to  redeem  the  currency  they  issue 
as  they  choose  in  any  kind  of  lawful  money. 

There  is  no  other  possible  way  of  safely  maintaining  parity  with  gold 
when  large  amounts  of  other  ** lawful  money''  are  in  circulation.  Our 
whole  monetary  system  would  break  down  in  the  first  panic  under  the 
Uill-Fowler  bill,  and  the  Government  would  be  again  selling  bonds  for 
gold. 

NO  PROVISION  FOE  TRANSITION. 

^gain,  there  is  no  provision  made  to  insure  safety  during  the  tran- 
sition, were  not  the  scheme  absurd.  The  first  country  bank  that  trans- 
fers from  the  present  system,  under  which  the  United  States  ^easury 
maintains  the  parity,  to  the  Hill-Fowler  system,  where  the  banks  are 
to  maintain  parity,  will  have  to  support  with  its  $286  in  gold  the 
whole  $1,000,000,000  of  our  paper  money  or  stop  issuing  its  circulating 
notes.  But  they  say  no ;  the  Treasury  will  still  do  it.  Of  course  it  will 
still  do  it;  but  because  it  will  always  have  to  maintain  parity,  as  now, 
the  Hill-Fowler  bill  is  not  worth  the  paper  it  is  written  on.  If  one 
bank  organized  under  the  bill  does  not  assume  the  obligation  to  relieve 
the  United  States  Treasurer  of  maintaining  parity,  will  two,  or  two 
hundred,  or  two  thousand,  or  ten  thousand  f  Just  how  many  will  be 
required  to  organize  under  the  bill  to  remove  from  the  Treasury  the 
obligation  to  support  the  banks  as  to  parity  instead  of  the  banks  reliev- 
ing the  Treasury  of  maintaining  parity  t  There  is  no  possibility  of  the 
banks  taking  upon  themselves  that  duty.  The  Treasury  conditions  are 
made  worse  by  it. 

Under  the  Walker  bill  not  a  bank  organized  under  it  assumes  the 
slightest  obligation  to  assume  the  maintenance  of  parity  and  thus  relieve 
the  United  States  Treasury  of  that  burden  until  a  certain  time  arrives, 
decided  on  by  the  Secretary  of  the  Treasury,  and  then  in  an  instant,  at 
a  signal  agreed  upon,  every  commercial  bank  in  the  country  is  in  the 
system  in  a  flash.  All  commercial  banks  are  instantly  united  to  main- 
tain "parity,"  and  the  United  States  Treasury  is  as  thoroughly  relieved 
at  once  and  forever  A*om  all  responsibility  as  to  paper  money  or  coin 
money,  other  than  police  supervision,  as  is  Smith,  Brown,  or  any  other 
(ritizeu. 
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DEFIOIENOT  IN  BANK  FUNDS. 

Very  carefally  prepared  tables  are  published  in  the  appendix  to  thiB         i 
report  which  show  that  the  total  actual  capital  of  both  State  and         j 
natioual  commercial  banks  is  about  $1,400,000,000,  that  the  actual  cash 
reserve  held  by  them  is  8560,000,000,  and  the  total  reserve  held  by  those         } 
banks  is  about  $1,000,000,000.  ! 

All  of  these  banks  would  be  brought  into  the  national  system  under         j 
the  Walker  bill.  | 

They  also  show  that  the  deficiency  in  1897  in  national-banking  funds  ] 

in  the  nine  Southern  agricultural  States  in  which  banks  were  well 
developed  in  18G0,  is  about  $284,000,000—  in  those  nine  States  alone. 
It  is  safe  to  assume  that  had  national  banking  been  as  free  in  these 
States — Alabama,  Georgia,  Kentucky,  Louisiana,  Missouri,  North 
Oarolina,  South  Carolina,  Tennessee,  and  Virginia — as  in  1860,  the 
national-banking  funds  now  in  use  there,  in  excess  of  what  they  are, 
would  have  amounted  to  $371,000,000,  and  would  be  divided  as  follows: 

As  the  masses  of  the  people  in  the  South  during  the  slave  period 
used  comparatively  little  currency,  checks  and  drafts  were  employed 
out  of  all  proportion  to  their  use  in  the  Middle  States  where  slavery 
did  not  exist.  The  banking  funds  of  the  Middle  States  were,  capital  42 
per  cent,  deposits  16  i)er  cent,  and  currency  42  per  cent.  Kesolving 
the  $370,933,761,  estimated  deficiency  in  banking  funds  in  the  above 
nine  States,  into  the  component  parts  of  capital,  deposits,  and  currency, 
the  probable  increase  in  each  is  shown : 

Probable  increase  in  capital 8155, 792, 680 

Probable  increase  in  deposits 59, 348, 401 

Probable  increase  in  currency 165, 792, 680 

AGRICULTURAL  STATES. 

Taking  the  fifteen  additional  agricultural  States  that  supported  cheap 
money  in  1896 — Arkansas,  California,  Colorado,  Florida,  Idaho,  Kansas, 
Mississippi,  Montana,  Nebraska,  Nevada,  Texas.  Utah,  Washington, 
Wyoming — the  deficiency  in  banking  funds  would  be  fully  $500,000,000. 

Under  the  Hill- Fowler  bill  the  improved  conditions  for  establishing 
banks  are  of  such  a  trivial  character  that  no  perceptible  increase  in 
banks  could  be  made,  while  under  the  Walker  bill  the  chances  of  . 
improvement,  based  upon  the  banking  conditions  existing  in  1860,  would 
be  such  that,  in  a  brief  period,  banks  would  be  established  using  addi 
tional  capital,  deposits,  and  currency  to  the  amount  indicated. 

Of  course  the  statement  is  made  that  this  banking  capi^l  does  not 
exist  and  can  not  be  had  at  the  South  and  in  the  other  agricultural 
States,  because  of  a  lack  of  personal  property  in  those  States.  This 
has  not  the  slightest  foundation  in  iact.  There  is  not  a  single  economic 
fact  to  justify  that  statement.  Deducting  the  value  of  the  slaves,  the 
assessed  value  of  personal  property  per  capita  in  1860  was  $85.78;  in 
1890  it  was  (85.44.  It  is  thought  by  conservative  men — students  of 
economic  conditions  of  the  South— that  since  1890  the  personsd  property 
has  increased  certainly  one-quarter,  and  some  put  it  much  higher.  It 
is  thought  that  the  personal  property  per  capita  in  1900,  in  the  Southern 
States  named,  will  reach  $125,  or  more.  At  any  rate,  what  we  know  of 
the  personal  property  in  the  South  gives  no  justification  for  the  state- 
ment that  the  lack  of  banking  funds  at  the  South  is  due  to  the  iwverty 
of  the  people  there  to-day,  as  compared  with  that  of  1860,  bat  rather  it 
is  due  wholly  to  the  oppressive  national  banking  law. 


STRENGTHENING   THE   PUBLIC   CREDIT,  ETC.  141 

CITT  BANK  FUNDS. 

The  population  of  cities  in  the  United  States  having  10,000  pneople  or 
more  is  20,781,474.  The  total  banking  funds  of  those  same  cities  are 
$2,283,320,423.  Assuming  that  the  banking  funds  in  those  cities  serve 
half  as  many  again  people  as  live  in  those  cities,  it  would  bring  the 
number  of  people  served  by  that  banking  capital  up  to  31,172,211,  and 
would  give  $73.25  per  capita. 

Places  in  the  country  of  less  than  10,000  people  have  a  population  of 
41,840,776.  Deduct  from  that  population  10,390,737  served  by  the  city 
banks,  and  it  leaves  31,450,039  to  be  served  by  the  banks  in  the  places 
of  less  than  10,000  people,  or  $23.38  banking  funds,  or  one-third  as 
much  per  capita. 

CITT  BANES  CAN  NOT  ISSUE  OUBRENCT. 

The  fact  that  the  business  of  the  city  bank  is  such  that  it  can  not 
issue  to  a  profit  currency  notes  where  currency  is  issued  on  the  true 
banking  principle,  can  not  be  too  persistently  insisted  upon.  Where 
currency  is  redeemed  in  the  natural  way  by  a  city  bank,  it  goes  into 
the  city  cjeariug  house  the  next  morning  with  checks,  drafts,  and  bills 
of  exchange  against  the  bank,  and  in  a  city  where  business  is  done  by 
checks  and  drafts,  and  but  a  very  small  percentage  of  currency  is  used 
in  proportion  to  the  business  done,  the  bank  has  no  possible  way  of 
keeping  currency  in  circulation.  The  only  reason  they  have  been  able 
to  do  so  in  the  last  thirty  years  is  becaase  no  genuine  country  banks 
could  exist  under  the  national  banking  law,  and  therefore  compara- 
tively no  currency  was  issued  in  the  country,  and  the  city  banks  occu- 
pied with  their  currency  the  country  districts,  the  country  districts 
paying  interest  on  what  they  should  have  had  for  nothing. 

This  state  of  things  would  end  at  once  under  the  Walker  bill. 

NEW  YOBK  CITY  BANES  IN  1860. 

All  the  banks  in  New  York  in  1856  only  issued  15  per  cent  of  cur- 
rency to  their  capital.  It  ran  down  to  11.42  per  cent  in  1860,  and  that 
currency  was  issued  by  those  banks  that  had  a  country  business, 
although  located  in  the  city.  The  Bank  of  Commerce,  with  a  capital  of 
$9,000,000,  had  a  circulation  of  only  $2,000,  one-tenth  of  1  per  cent  of  its 
capital.  The  City  Bank,  wilh  $1,000,000  capital,  $2,000,000  deposits, 
issued  no  currency,  while  the  East  Kiver  Bank,  whose  name  indicates 
the  business  of  its  patrons  as  with  stevedores  and  with  people  who 
come  into  the  city  with  boats,  issued  only  40  per  cent  to  its  capital. 

GHIOAGO  BANKS. 

The  Ohicago  banks  have  only  2.5  per  cent  of  circulation  to  their 
capital.  They  hold  United  States  bonds  to  an  amount  entitling  them 
to  take  out  $1,215,000  in  circulation  and  have  taken  out  only  $()16,305, 
of  so  little  value  is  currency  to  city  banks.  If  all  the  banks  in  Chicago 
were  not  forced  to  buy  bonds  as  a  license  fee  to  do  business  probably 
not  a  dollar  in  currency  would  have  been  taken  out. 

INJUSTICE  OP  6  PEB  OBNT  TAX  ON  20  PEB  CENT  OP  OXJBBENCY. 

The  Hill-Fowler  bill  exhibits  the  result  of  minds  exceedingly  fertile 
in  devising  ways  for  depriving  country  sections  of  banking  facilities, 
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one  of  which  is  to  tax  caxTency  issued  in  excess  of  80  per  cent  to 
capital. 

As  deposits  to  a  city  bank  are  to  it  what  carreucy  is  to  a  country 
bank,  if  the  currency  in  excess  of  80  per  cent  to  capital  is  to  be  taxed 
6  per  cent,  then  deposits  in  a  bank  in  excess  of  80  per  cent  to  capital 
should  be  taxed  at  the  rate  of  6  per  cent  per  annum  to  make  the  condi- 
tions between  city  banks  doing  business  by  city  methods  and  country 
banks  doing  business  by  country  methods  equal. 

Capitalj  surplus,  and  other  profits  in  national  banks  in  the  central  reserve 
cities  o/Neto  YorJe^  (JhicagOj  and  St.  Louis,  October  5, 1697. 


Ganital.  surnlus.  and  nrofits 

$149, 796, 620 

$645, 633, 469 
119,837,296 

AfiTcrresrate  denosits 

The  Hill-Fowler  bill  exempts  currency 
from  taxation  to  an  amount  equal  to 
80  Dcr  cent  of  capital 

Excess  of  deposits  over -80  per  cent  of 
capital 

• 

525, 796, 173 

Six  per  cent  of  deposits  in  excess  of  80 
ner  cent  of  canital — tax  would  be 

31, 547, 770 

Newly  formed  country  banks,  of  $150,000  paid-in  capital  or  less, 
aggregating  8150,000,000  in  ca])ital,  immediately  upon  getting  into  full 
operation,  the  items  of  their  funds,  taking  the  proportions  of  capital, 
deposits,  and  circulation  from  the  condition  of  the  banks  in  the  Middle 
States  in  1860,  would  run  as  follows: 


Capital  paid  in 

Deposits 

Oirculation  — 


Currency  to  80  per  cent  of  capital 

Excess  of  currency  over  80  per  cent  to 
capital 


Tax  of  6  per  cent  on  excess  currency 
would  amount  to 


$120, 000, 000 
30, 000, 000 


$150, 000, 000 

57, 143, 000 

150, 000, 000 


160, 000, 000 


1,800,000 


The  tax  of  $31,547,770  on  the  city  banks  would  be  as  onerous  and 
unjust  to  them  and  no  more  so  than  the  tax  of  $1,800,000  to  the  coun- 
try banks  on  any  part  of  their  currency,  for  currency  is  to  country 
banks  what  deposits  are  to  city  banks. 

SAFETY  OF  BANES  ISSUINa  OUEEENOY. 

The  safety  of  country  banks  issuing  a  large  percentage  of  currency 
to  their  capital  is  questioned  by  the  frawers  of  the  Hill-Fowler  bill,  but 
upon  examination  it  will  be  found  they  are  much  safer  than  city  banks 
with  enormous  deposit  accounts.  A  comparison  of  example  No.  2  with 
"So.  4  will  make  the  matter  clear. 
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CITY  BANK,  NO.  2. 
SA80QTC68  t 

Kedemption  fund $960. 00 

United  States  bonds 4, 087. 80 

Reserve  held 162, 500. 00 

Loans 632, 432. 20 

Total 800,000.00 

Liabilities: 

Capital 160,000.00 

Deposits 650,000.00 

Total 800,000.00 

(Paid-in  capital,  $76,700.) 
One-hidf  of  loans  prove  a  total  loss  and  the  half  collected 

amount  to 316, 226. 10 

Redemption  fund,  United  States  bonds  and  reserve 167, 547. 80 

Total  assets 483,773.90 

Owedepositors 650,000.00 

Without  stock  assessment  depositors  lose 166, 226. 10 

Collect  the  full  assessment  on  the  <^  paid-in"  stock 76, 700. 00 

The  depositors  still  lose  13.1— per  cent 89, 526. 10 


COITNTBY  BANK,  NO.  4. 

Besonrces : 

Redemption  fund $6,000.00 

Reserve  held 8,571.45 

Loans 312,571.56 

Total 327,143.00 

Liabilities : 

Capital 150,000.00 

Deposits 67,143.00 

Currency  in  circulation 120, 000. 00 

Total .' 327,143.00 

One-half  of  loans  prove  a  total  loss  and  the  amount  col- 
lected is 166, 285. 77 

Redemption  fund  and  reserve 14, 571. 46 

Total  assets 170,857.22 

Pay  holders  of  currency 120, 000. 00 

Balance  remaining 60, 857. 22 

Due  depositors 67, 143. 00 

Deficiency 6, 266. 76 

Stockholders  assessment  4.2— per  cent. 6, 285. 78 
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In  the  case  of  the  city  bank  the  depositors  lose  13.1  per  cent  of 
their  deposits  and  the  stockholders  lose  all  their  capital  and  are  also 
assessed  100  i^er  cent  on  the  amount  of  it,  and  in  the  case  of  the  coanty 
bank  no  one  loses  a  dollar,  but  the  stockholders  lose  all  their  capital 
and  are  assessed  about  4  per  cent  on  the  amount  of  their  capital. 

FAILUBBS  OF  COUNTY  BANES. 

During  thirty-three  years,  banks  of  $50,000  capital  have  failed  for 
$8,000,000  and  paid  51  per  cent  dividends. 

Banks  with  capital  to  above  $50,000  and  $100,000  capital  or  less  have 
failed  for  $17,000,000  and  paid  57  per  cent  dividends. 

Banks  of  over  $100,000  and  $200,000  capital  or  less  have  failed  for 
$16,000,000  and  paid  61  per  cent  dividends. 

Banks  of  over  $200,000  and  of  $300,000  capital  or  less  have  faUed 
for  $18,000,000  and  have  paid  63  per  cent  dividends. 

Banks  of  over  $300,000  and  of  $500,000  capital  or  less  have  failed  for 
$29,000,000,  and  have  paid  64  per  cent  dividends. 

Banks  of  over  $500,000  capital  have  failed  for  $33,000,000  and  paid 
66  per  cent  dividends. 

These  figures  show  there  is  no  material  difference  in  the  dividends 
paid  by  the  different  classes  of  banks.  Under  the  supervision  provided 
in  the  Walker  bill  not  one  small  bank  would  probably  fail  where  three 
have  failed  under  the  law  as  it  now  is. 

LOW  BATES  OF  INTEBEST. 

A  low  rate  of  interest  all  over  the  country,  as  in  other  countries,  is  not 
possible  with  separate,  isolated,  unsupported,  and  antagonistic  bond 
currency  banks,  such  as  the  Hill-Fowler  bill  provides.  Solitary  banks 
in  any  country  make  interest  rates  abnormally  high  in  the  agricultural 
I)ortions  of  it,  or  even  by  combining  them  under  the  bond  currency  pro- 
vision of  the  present  law,  with  its  prohibition  of  "  true  bank  currency" 
or  under  the  Hill-Fowler  bill,  which  perpetuates  the  embargo  on  banks 
and  '^  true  paper  money  ^  to  country  districts  and  keeps  up  interest. 

When  the  Government  issues  paper  money  directly  or  robs  the  citi- 
zens of  the  capital  they  get  together  to  form  a  bank  and  before  the  bank 
is  allowed  to  issue  currency,  by  compelling  the  bank  to  buy  bonds  to 
the  amount  of  the  paper  money  it  issues,  it  makes  it  impossible  for  a 
bank  to  live  in  country  districts,  because  to  issue  paper  money  by  a 
country  bank  is  the  same  to  it  as  accepting  deposits  is  to  a  city  bank. 

Xo  one  thing  can  be  suggested  that  collects  such  an  enormous  tai 
from  the  people  in  country  districts  in  favor  of  cities.  It  ruins  enter- 
prise in  the  country  and  drives  small  manufacturing  into  cities. 

How  our  national  banking  law  cruelly  robs  and  cruelly  oppresses 
agricultural  States  can  only  be  known  by  the  most  careful  and  pains- 
taking investigation. 

In  so  far  as  this  prevails  it  puts  the  country  at  a  tremendous  disad- 
vantage and  out  of  touch  with  cities. 

THE  OFFICE  OF  BANKING. 

The  existence  and  whole  office  of  banking  and  the  use  of  paper 
money  is  of  civilized  society  and  a  contrivance  to  substitute  the  use  of 
<*credit  paper  obligations,"  which  cost  the  people  nothing  in  exchanging 
products  for  coin  in  the  exchange  of  products,  which  costs  6  per  cent 
I>er  annum  on  all  coin  used.    Using  paper  money  reduces  the  neces- 
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Bity  for  coin  to  the  lowest  ]>ractioal  point,  and  this  economizes  expense 
by  using  only  so  mnch  com  as  it  is  necessary  to  use,  thas  reducing 
expense  in  exchanging  products  to  the  lowest  practical  i)oint. 

-Banks  and  paper  money  are  as  necessary  to  modern  civilization,  in 
the  transfer  from  man  to  man  of  the  titles  to  products,  as  railways, 
steamships,  canals,  etc.,  are  to  the  transfer  of  products  themselves  from 
place  to  place.  Banks  and  paper  money  are  only  used  to  transfer  the 
titles  to  these  products.  Any  hindrance  to  or  increased  cost  in  the  use 
of  paper  money,  or  of  banks,  by  compelling  an  unnecessary  amount  of 
coin  to  be  used,  or  by  imposing  taxes  on  paper  money,  works  as  much 
and  even  a  greater  injury  to  a  community  than  a  hindrance  to  or 
increased  cost  of  the  transportation  of  products.  The  small  use  of  coin, 
in  proportion  to  the  use  of  banks  and  currency,  by  any  people,  is  the 
sure  evidence  of  its  attainment  in  integrity,  ability,  acuteness — in  fact,  in 
civilization.  Ooin  to  banks  and  currency,  in  transferring  titles  to  prod- 
ucts from  man  to  man,  is  as  crude  as  to  use  the  back  of  man  and  of  the 
donkey,  instead  of  the  railways  and  the  steamship,  to  transport  pro- 
ducts from  place  to  place. 

BIGHT  OF  THE  PEOPLE  TO  FREELY  USE  WRITTEN  OBLIGATIONS  TO 


• 


PAY. 


At  the  very  foundation  of  the  right  of  men  to  life,  liberty,  and  the 
pursuit  of  happiness  lies  the  right  of  men  to  take  and  to  give  verbal 
and  written  <<  obligations  to  pay,"  to  be  satisfied  on  demand  in  the 
future. 

To  make  it  wholly  impossible  for  men  to  exercise  this  right  would 
relegate  the  race  to  barbarism.  The  right  of  man  to  unite  with  his 
fellows  to  give  their  joint  obligation  as  a  corporate  person,  to  be  jointly 
satisfied  by  them  on  demand,  has  become  an  inextricable  part  of  and  is 
fundamental  to  the  continued  progress  of  modem  civilization. 

The  freely  uniting  of  a  certain  amount  of  capital  of  five  or  more  men 
and  the  uniting  of  those  men  into  a  corporate  person,  now  called  a  bank, 
and  to  continue  to  them  the  right  to  give  and  to  take  '^obligations  pay- 
able on  demand,"  has  come  to  be  recognized  as  a  ^' right"  of  the  citizen, 
little  less  sacred  than  the  right  of  the  <^sole  person"  to  do  the  same 
thing. 

In  the  national-bank  act  the  Oovernment  absolutely  overrides  this 
great  and  frindamental  right  of  the  citizens  of  this  country  and  con- 
fiscates to  its  use  capital  collected  by  our  citizens  without  the  aggre- 
gating of  which  ^'exchanges  of  products"  can  not  be  made.  This  prd- 
ceeding  is  never  justifiably  resorted  to  excepting  in  case  of  war,  and 
this  is  the  only  modem  nation  that  has  continued  or  made  such  a  forced 
war  loan  during  peace. 

OOMPARISON  OF  THE  PRESENT  LAW  AND  WALKER  BILL. 

The  following  in  a  rough  way  still  farther  illustrates  the  workings  of 
a  small  bank  under  the  present  law  and  a  bank  under  the  Walker  biU, 
leaving  out  the  confusing  elements  of  the  previous  examples: 

The  present  law  bank  has  a  capital  of $100, 000 

Buys  of  United  States  bonds 60, 000 

Has  left  of  its  capital 50,000 

Gets  of  circulatin  g  notes 60, 000 

Has  to  loan 100,000 

BAG ^10 
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It  then  discounts  notes  ranning  fonr  months  for  $2,000  for  $40  dis- 
coant  each  for  50  men.  Each  man  takes  a  draft  on  New  York,  where 
he  owes  $1,000,  for  the  $1,000  to  pay  his  debt,  and  takes  circulating 
notes  for  $1,000  to  use  in  his  neighborhood.  This  aggregates  $100,000, 
all  the  bank  has  to  loan. 

The  bank  must  get  interest  at  the  rate  of  6  per  cent  per  annum  on 
the  fifty  notes  it  discounts  to  pay  6  per  cent  dividends  on  its  stock. 

The  Walker  bank  has  a  capital  of $100,000 

It  issues  its  own  circulating  notes  to  the  amount  of 100, 000 

Has  to  loan 200,000 

It  then  discounts  the  notes  running  four  months  of  $2,000  each  for 
$20  each  (for  double  the  number  or)  for  100  men.  Each  man  takes  a 
draft  on  New  York  for  $1,000  to  pay  what  he  owes  in  New  York,  and 
the  circulating  notes  issued  by  the  bank  for  $1,000  to  use  among  his 
neighbors.    This  aggregates  $200,000,  all  the  bank  has  to  loan. 

The  bank  only  needs  to  get  interest  at  the  rate  of  3  per  cent  per 
annum  on  the  100  personal  notes  it  discounts  to  pay  6  per  cent  on  its 
stock. 

The  premium  on  the  United  States  bonds,  taxes,  sinking  fund,  etc., 
are  so  much  that  no  money  can  be  made  on  currency  taken  out  on  bonds. 

The  Walker  bank  does  the  equivalent  of  this,  viz,  it  charges  6  per 
cent  on  the  amount  of  its  own  capital  it  loans  to  the  farmer  on  his 
$2,000  note,  say,  $20  on  the  $1,000;  and  on  the  other  $1,000  it  charges 
no  interest,  but  exchanges  its  own  circulating  notes  for  the  four  mouth 
note  of  the  farmer  in  consideration  of  the  $20  the  farmer  paid  him  on 
the  whole  loan. 

If  the  Government  issued  all  the  paper  money  we  used,  and  all  the 
coin  money,  and  no  checks  or  drafts  were  used,  interest  would  have  to 
be  from  one-half  more  to  double  what  it  would  be  were  we  to  use  no 
Government  paper  money  and  as  little  coin  money  as  we  can  get  along 
with,  but  used  instead  all  the  ^'bank  paper  money''  the  people  were  will- 
ing to  use,  that  the  banks  could  keep  at  par  with  coin. 

Under  the  Walker  bill  interest  would  not  be  materially  higher  or 
lower  in  cities,  so  little  paper  money  can  be  used  in  cities.  Oity  busi- 
ness is  mostly  done  with  checks  and  drafts.  Oountry  people  can  not 
use  checks  and  drafts  to  any  great  extent.  They  can  only  use  ^<bank 
circulating  notes"  currency,  which  is  to  them  the  same  as  transferable 
certificates  of  deposits.  The  longer  banks  exist  in  a  town,  the  more 
checks  and  drafts  are  used.  Bank  notes  are  the  ^'deposits"  of  the 
farmer  in  the  banks  as  technical  ''deposits"  are  such  to  the  city 
merchant. 

Under  the  Walker  bill  3,000  country  banks  would  soon  be  established 
where  there  are  no  banks  now.  The  farmers  can  scarcely  borrow  a  dol- 
lar now,  in  many  sections  of  the  country,  on  their  crops  of  hogs,  corn, 
wheat,  cotton,  hay,  etc.,  soon  to  be  marketed.  They  could  borrow 
money  of  Walker  banks  for  half  what  it  could  be  borrowed  for  now  of 
banks  under  the  present  law,  could  such  banks  be  established  under 
the  present  law,  which  is  not  possible. 

ISSUE  OF  PAPER  MONEY  BY  GOYEBNHENT  AND  BY  BANKS. 

When  the  Government  issues  the  money,  greenbacks,  Treasury  notes, 
etc.,  or  requires  a  bank  to  buy  bonds  to  get  it,  a  bank  can  only  get  it 
by  parting  with  an  amount  of  capital  equal  to  the  amount  of  such 
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money  it  gets  into  its  vaults.  Tlie  rates  of  interest  are  not  reduced  to 
the  people  by  the  use  of  Government  money,  whether  it  be  paper  money, 
silver  money,  or  gold  money. 

When  all  banks  issue  their  own  paper  money,  as  under  the  Walker 
bill,  and  any  tive  reputable  citizens  can  make  a  bank  in  such  a  way  that 
the  Government  can  compel  the  banks  themselves  to  keep  this  paper 
money  at  par  with  silver  dollars  and  gold  dollars,  competition  among 
banks  will  make  interest  charged  by  these  country  banks  that  make 
this  money  as  much  lower  than  when  they  use  Government  currency  as 
the  amount  of  this  paper  money  they  use  bears  to  the  total  amount  of 
the  loans  of  these  banks.  That  is  to  say,  from  one-third  to  one-half 
lower  rates  of  interest,  after  deducting  what  it  costs  the  banks  to  keep 
their  paper  money  at  par  with  silver  dollars  and  gold  dollars,  which  is 
only  a  trifle. 

When  banks  issue  their  own  circulating  notes  the  bank  gets  current 
rates  of  interest  on  all  of  its  notes  that  are  out  of  its  possession  and  is 
compeUed  by  competition  thereby  to  charge  lower  rates  of  interest. 
The  amount  of  snoli  total  lessened  interest  is  the  interest  earned  by  its 
notes  when  out.  When  such  notes  are  in  its  own  vaults  it  is  losing 
nothing  by  having  them,  for  they  cost  nothing. 

When  the  Government  issues  all  money,  say  greenbacks,  Treasury 
notes,  etc.,  or  silver  dollars  and  gold  dollars,  the  total  interest  on 
money  loaned  by  banks  that  they  are  compelled  to  charge  all  custom- 
ers is  as  much  more  than  under  the  Walker  bill  as  current  rat<es  of 
interest  on  the  whole  amount  of  such  money.  A  bank  can  only  get 
Government  moneys  by  having  its  capital  depleted  by  every  dollar  it 
has  of  it  in  its  vaults.  Therefore  the  current  rate  of  interest  on  it  is 
lost  while  it  is  idle  in  the  bank.  The  only  way  the  bank  can  stop  loss 
of  interest  on  it  is  by  ^^  unloading  it"  on  other  banks  or  on  the 
borrowers  of  the  bank.  When  the  borrower  has  it  the  bank  is  making 
no  profit  on  it  to  enable  it  to  reduce  interest  rates  to  the  farmer.  This 
is  why  more  and  more  money  is  being  used  by  clearing  houses  in  paying 
balances. 

WALKER  BEL.L  CONFORMS  TO  THB  SUFFOLK  SYSTEM. 

The  Walker  bill  conforms  to  the  old  Suffolk  system  of  New  England 

from  1840  to  18G4  in  issuing  currency  by  banks  and  to  that  of  all  other 

countries  except  the  United  States. 
The  truth  of  the  statement  made  is  shown  by  trying  pur  system  by 

the  facts. 

We  have  an  excessive  amount  of  coin— certainly  from  * 

$400,000,000  to  (800,000,000  more  than  there  is  any 
economic  demand  for — ^but  putting  it  at  the  lowest 
amount  there  is  an  excessive  amount  of  coin  of $400, 000, 000 

We  have  paper  money  earning  the  banks  nothing 1, 100, 000, 000 

Total 1,500,000,000 

Interest  on  national-bank  loans  is  necessarily  higher  than  normal, 
provided  our  paper  money  was  ^^  true  bank  currency"  issued  against  the 
assets  of  the  bank  as  paper  money  is  issued  in  every  other  country,  as 
$1,500,000,000  plus  $2,000,000,000  loans  =  $3,500,000,000  is  to  $1,500,- 
000,000,  or  42.8  per  cent.  This  shows  that  with  the  banks  issuing 
currency  and  submitting  the  volume  of  coin  to  economic  laws  inter- 
est rates  would  be  reduced  from  6  to  3.43  per  cent.  This  considers  only 
national  banks. 
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Adding  the  $700,000,000  loans  of  State  banks  it  makes  $4,200,000,000 
to  $1,500,000,000  earning  no  income.  Including  these  the  rate  of  inter- 
est would  be  reduced  35.7  per  cent,  or  from  6  to  3.86  per  cent. 

Of  course  this  is  only  approximately  correct,  as  no  account  is  taken 
of  '^current  redemption"  and  expenses  of  many  kinds,  or  of  the  sums 
of  paper  money  not  in  circulation,  but  these  do  not  very  materially  affect 
the  result.  It  still  remains  that  by  enacting  the  Walker  bill,  interest 
rates  would  be  reduced  in  approximately  the  proportion  indicated,  and 
almost  wholly  in  country  districts. 

LOANS  TO  CAPITAL  AND  DEPOSITS. 

That  the  results  shown  in  the  six  examples  of  banks  under  the  pres- 
ent law.  under  the  Hill-Fowler  bill,  and  under  the  Suffolk  system  of 
the  Walker  bill  are  substantially  correct  is  proven  by  the  actual  expe- 
rience of  banks  in  the  total  loans  by  banks  in  proportion  to  their  total 
capital  and  deposits  in  1806  as  compared  with  1856.  There  are  only 
two  sources  of  loanable  <' funds"  to  a  bank  when  it  can  not  issue  its 
own  currency  against  its  assets,  viz,  capital  and  deposits.  There  are 
three  sources  of  loanable  '^ funds"  to  a  bank  that  can  issue  its  own 
currency  against  its  assets,  viz,  capital,  deposits,  and  currency.  All 
banks  before  1864  freely  issued  currency  against  their  assets  with  like 
results  of  low  interest  rates  in  all  the  States. 

I  give  only  a  few  samples: 


Maine  loaned  to  capital  and  deposits 

Vermont  loaned  to  capital  and  deposits 

New  York,  outside  of  New  York  City,  loaned  to  capital 

and  deposits 

The  six  New  England  States,  including  Boston,  loaned 

to  capital  and  deposits , 

North  Carolina  loaned  to  capital  and  deposits 


18^. 


Percent 
130 
157 


166 

126 
162 


This  is  the  inevitable  result  in  all  agricultural  sections  when  a  bank 
can  issue  its  own  currency.  This  shows  tbat  money  can  be  borrowed 
at  one-third  to  one-half  lower  rates  when  banks  can  issue  currency  as 
provided  in  the  Walker  bill. 

On  the  other  hand,  the  advantage  given  cities  under  the  national 
banking  law  and  under  tbe  Hill-Fowler  bill,  in  oppression  of  farming 
districts,  is  conclusively  proved  by  the  fact  that  while  New  York  City 
could  loan  only  88  per  cent  to  her  capital  and  deposits  in  1856,  she  loaned 
97  per  cent  in  1896, 10  per  cent  more  in  1896  than  in  1856;  while  Maine 
loaned  35  per  cent  less,  Vermont,  99  per  cent  less;  New  York  State 
outside  New  York  City,  113  per  cent  less;  North  Carolina,  85  per  cent 
less;  and  the  six  New  England  States,  including  the  city  of  Boston, 
43  per  cent  less  than  in  1856. 

Notwithstanding  these  facts,  which  were  before  them  when  the  Hill- 
Fowler  bill  was  compiled,  they  propose  to  continue  their  oppression  of 
the  farming  communities  with  little  or  no  relief  for  four  years,  and  then 
dribble  out  relief  for  four  years  more,  were  ^eir  bill  workable,  which 
it  is  noti 
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HOW  MUCH  OUEEENOY  STJPFOLK-SYSTBM  BANKS  ISSUED. 

No  better  banking  system  ever  has  been  seen  than  that  of  New 
England  from  1840  to  1864,  known  as  the  "SuflTolk  system."  It  was 
precisely  what  is  proposed  for  the  whole  country  in  the  Walker  bill. 
The  specie  held  was  13  per  cent  to  currency  issued,  and  8  per  cent  to 
currency  and  deposits. 

Provisions  in  the  various  States  were  as  follows: 

IN  MAINE. 

BankR  not  to  issue  currency  in  excess  of  their  capital  paid  in,  plus 
the  specie  in  their  vaults.  Specie  deposited  in  Suffolk  Bank,  Boston, 
to  be  counted  as  in  their  own  vaults.  Penalty  tax  of  24  per  cent  per 
annum  on  aQ  currency  in  circulation  during  suspension  of  specie 
payments. 

NEW  HAMPSHIBE. 

Nearly  the  same  as  Maine. 

VBEMONT. 

Banks  may  issue  currency  to  an  amount  double  that  of  their  capital. 
Penalty  tax  for  suspension  of  specie  payments  of  12  per  cent  per  annum 
on  currency  in  circulation.  Penalty  tax  of  1  per  cent  per  annum  on 
capital  if  bank  fails  to  redeem  its  notes  either  in  Boston  or  New  York. 
Failure  to  redeem  in  one  or  the  other  of  the  cities  for  ten  days  incurs 
tax  for  the  whole  year. 

MASSACHUSETTS. 

Substantially  the  same  as  Maine  and  New  Hampshire, 

RHODE  ISLAND. 

Substantially  the  same  as  Massachusetts. 

CONNECTICUT. 

May  issue  currency  to  amount  of  capital — must  keep  specie  equal  to 
10  per  cent  of  deposits  and  currency  in  circulation.  Deposits  of  funds 
in  a  New  York  or  Boston  bank  to  be  counted  as  specie  against  deposits 
and  currency,  when  the  currency  is  redeemed  in  Boston  or  New  York. 

It  will  be  seen  that  the  provisions  of  the  Walker  bill  are  substan- 
tially the  same  as  these. 

The  Walker  bill  penalty  tax  for  failure  to  maintain  "parity^  is  one- 
half  of  1  per  cent  per  annum  imposed  on  deposits  in  order  to  make 
the  penalty  fall  equally  on  all  banks.  It  is  on  deposits  especially  that 
specie  should  be  maintained.  It  is  depositors,  not  holders  of  currency, 
who  ship  specie  abroad  and  who  demand  gold.  If  the  penalty  tax  is 
put  on  currency  the  city  banks  would  wholly  escax>e  the  tax.  The 
Hill-Fowler  bill  imposes  no  penalty  for  failure  to  maintain  parity. 

INJUSTICE  TO  COUNTRY  PEOPLE  IN  PRESENT  LAWS. 

Our  country  people  have  been  so  outrageously  abused  in  the  banking 
laws  of  the  country  in  being  deprived  of  banking  facilities  during  the 
past  thirty  years  that  the  very  knowledge  of  ^<true  banking"  and 
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^'tme  carrency"  has  been  lost  oat  of  the  country.    This  most  popular  ' 

and  aseful  agency  known  to  civilization,  viz,  the  bank,  for  loaning 
capital  to  the  people,  is  hated  and  hissed,  and  justly  so,  were  the 
banks  themselves  responsible  for  this  outrageous  banking  system.  It 
is  hated  for  not  doing  what  it  is  forbidden  by  law  to  do,  and  uot  for 
what  it  does.  I  stand  by  the  country  granger  in  his  protest  against  his 
oppression  rather  than  with  the  makers  of  Hill- Fowler  bills,  who,  know- 
ing their  oppression,  ''keep  the  word  of  promise  to  the  ear  and  break  it 
to  the  heart."  ^'  Four  years  hence  we  will  begin  substantial  relief  and 
you  will  get  it  in  eight  years.''  They  aggravate  the  curse  by  saying  to 
him,  ''Go  and  come  again  and  to-morrow  I  will  give,  when  thou  hast  it 
by  thee."  Wait,  wait,  wait,  until  four  years  hence,  eight  years  hence, 
eleven  years  hence!  We  are  here  under  oath  to  legislate  for  the  relief 
of  our  people  now,  and  not  to  legislate  to  take  effect  in  the  days  when 
our  children  will  wear  the  mantle  of  authority  and  we  are  in  our  graves. 
I  know  strong  language  is  not  argument,  but  there  are  times  when 
men  do  not  serve  their  fellowmen  unless  they  use  language  strong 
enough  to  clearly  characterize  outrageous  conditions  and  conduct. 
Even  the  Great  Teacher  characterized  persons  who  bind  heavy  burdens 
grievous  to  be  borne  and  lay  them  on  men's  shoulders  and  then  do  not 
touch  them  with  so  much  as  their  little  finger. 

RELATIONS  OF  CITY  AND  COUNTRY  BANES. 

Gities  are  built  up  by  building  up  the  country,  and  cities  decay  when 
the  country  districts  decay. 

The  country  banks  are  as  necessary  to  the  city  banks  as  the  mountain 
springs,  their  streams,  and  branches  are  to  great  rivers,  and  the  country 
bank  is  as  essential  to  the  prosperity  of  the  country  as  the  city  bank 
to  the  prosperity  of  the  city. 

The  whole  framework  of  every  bill  presented  to  the  Gommittee  on 
Banking  and  Gurrency,  excepting  the  Walker  bill,  is  drawn'  in  despite 
of  this  axiom. 

The  prosperity  of  the  cities  can  only  be  in  the  prosperity  of  the  agri- 
cultural— the  country — districts  of  the  nation. 

Every  bill  presented  to  the  Gommittee  on  Banking  and  Gurrency, 
excepting  the  Walker  bill,  denies  this  proposition. 

The  oppressions,  the  rank  injustice  to  the  agricultural  sections  of  the 
country  perpetuated  in  the  existing  national  banking  law  more  than  in 
the  errors  in  legislation  in  all  other  national  and  State  laws  combined  has 
contributed  to  the  depopulation  of  the  country  and  the  uneconomic  and 
undesirable  swelling  of  city  populations. 

Men  can  not  borrow  money  of  individuals  or  of  the  officers  of  a  bank 
they  do  not  know,  do  not  meet  in  their  homes,  in  their  churches,  in 
their  lodge  rooms,  in  their  trading,  in  the  daily  walks  of  life,  etc.  It  is 
so  in  the  country  as  much  and  no  more  than  in  the  city.  Country 
people  can  not  borrow  in  cities  or  in  large  towns  twenty  miles  from 
home — in  other  words,  where  they  are  not  intimately  known — excepting 
those  with  rare  and  exceptional  means  of  acquaintance. 

CITY  BANK  VEBSUS  COUNTBY  BANK. 

A  strictly  city  bank  in  a  reserve  city,  satisfying  the  infinite  variety 
of  wants  of  its  customers,  with  its  large  individual  deposit  account, 
complex  business  expedients,  and  many  forms  of  money  obligations^ 
differs  very  widely  lirom  a  strictly  country  bank  satisfying  the  limited 
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wants  of  its  castomers,  with  its  large  volnme  of  circalating  notes  in  the 
place  of  individual  deposits,  simple  basiness  expedients,  and  few  forms 
of  money  obligations.  They  are  as  much  alike  and  unlike  as  a  Broad- 
way omnibus  and  a  MeOormick  reaper.  Both  are  drawn  by  horses  and 
men  ride  on  both.  The  city  bank  with  its  way  ot  doing  business  would 
be  as  usefol  in  a  rural  community,  or  a  country  bank  in  a  reserve  city, 
as  a  reaper  on  Broadway  or  an  omnibus  in  a  wheat  field. 

The  Hill-Fowler  bill  provides  only  for  the  omnibus,  and  the  making 
of  the  reaper  under  it  is  impracticable. 

Under  tiie  Walker  bill  both  are  kept  constantly  in  view.  Both  can 
be  constructed,  and  each  used  with  equal  advantage  in  its  proper  place. 

RELATIONS  OF  CAPITAL  TO  BANKING. 

In  proportion  as  communities  are  advanced  in  both  wealth  and  cul- 
ture is  capital  aggregated  in  banks  for  the  convenience  of  each  and 
every  citizen  who,  without  capital,  has  sufficient  integrity,  ability,  indus- 
try, and  wisdom  to  make  it  reasonably  certain  that  he  will  return  the 
capital  borrowed  and  what  is  agreed  upon  as  interest  or  rent  for  its 
use.  In  modem  society  business  can  not  be  profitably  done  without 
nearly  every  doer  of  it  has  a  partner  in  the  enterprise,  viz,  the  bank. 
Through  borrowing  of  capital  from  a  bank,  and  that  only,  it  is  made 
possible  for  the  worthy  poor  boy  of  today  to  conquer  to-morrow  the 
place  of  the  rich  man  of  to-day. 

These  aggregated  banks  are  of  two  kinds,  and  each  bears  a  certain 
proportion  to  the  aggregate  of  wealth. 

1.  The  commercial  banks,  or  ^^  banks  of  deposit,  loan,  and  discount," 
have  to  do  wholly  with  personal  property,  and  have  capital  and  cash 
to  about  $2,000,000,000  to  $26,000,000,000  total  of  personal  property. 
Their  aggregate  capital  is  about  8  per  cent  to  the  total  of  personal 
property  in  the  country.  Adding  $2,680,367,000  deposits  and 
$1,000,000,000  currency,  it  will  carry  the  percentage  of  banking  lunds 
to  total  personal  property  up  to  about  22  per  cent  banking  funds  to 
total  personal  property. 

2.  Trust  companies  of  various  names  and  kinds,  such  as  savings 
banks,  loan  and  trust  companies,  life  insurance  companies,  etc.,  have 
to  do  wholly  with  realties,  and  have  a  capital  of  about  $8,000,000,000 
to  real  estate  property  of  $40,000,000,000,  their  aggregate  capital  being 
20  per  cent  to  the  real  estate  in  the  country. 

Capital  ceases  to  be  capital  when  it  ceases  to  afford  an  income.  Gap- 
italists  therefore  are  always  hunting  for  young  men  of  integi'ity,  ability, 
and  industry  who  will  borrow  capital  of  them  and  pay  a  small  rental 
on  it,  while  the  borrower  of  this  capital  makes  a  new  fortune  for  him- 
self in  using  the  borrowed  capital  to  develop  the  country. 

These  reservoirs  of  capital  are  the  only  things  in  civilized  society  that 
enable  the  man  owning  no  capital  to  compete  with  the  capitalist.  Any- 
thing that  hinders  or  in  any  way  prevents  the  aggregating  of  capital  in 
any  community  for  the  purpose  of  devoting  it  to  loans  to  the  worthy 
man  who  has  no  capital  or  not  sufficient  capital  for  useful,  safe,  and 
legitimate  business,  or  increases  interest  on  capital,  is  a  fearftd  curse 
to  the  country.  7ery  careful  and  conservative  estimates  show  that  the 
agricultural  and  surburban  sections  of  our  country  are  deprived  of 
$800,000,000  of  banking  funds,  as  compared  with  their  per  capita  and 
city  per  capita  bank  funds,  as  compared  with  their  bank  funds  to  their 
X>er8onal  property  in  1860  and  to-day,  or  fully  15  per  cent  to  the  total 
bonk  fun&  in  the  country.    The  Hill-Fowler  bill  provides  the  begin- 
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ning  of  a  modicam  of  relief  to  these  people  in  four  years,  to  be  consnin- 
matod  in  eight  years.  This  Unal  relief  is  so  small  at  the  best  as  to  be 
unworthy  of  the  effort,  and  this  promise  even  is  of  very  doubtful  fed- 
fillmtot. 

Under  the  Walker  bill  the  relief  in  the  additional  banking  funds  to 
the  sections  of  the  country  now  destitute  would  surely  come,  and  at 
once. 

*  BILL  H.  B.  10339  AS  OOMPABED  WITH  BILL  H.  B.  10333. 

I  am  constantly  met  with  the  statement,  ^<  Your  bill  is  too  long;  why 
don't  you  make  it  shorter  and  more  simple t"  as  if  a  bill  dealing  with 
the  most  complex  and  worst  financial  and  bank  system  any  civilized 
nation  ever  had,  and  at  the  same  time  maintained  parity,  according  to 
the  testimony  of  writers  on  finance  and  of  financiers  of  great  experi- 
ence, such  as  Hon.  Lyman  J.  Gage,  Secretary  of  the  lYeasury;  the 
Hon.  Oharles  S.  Fairchild,  ex-Secretary  of  the  Treasury;  the  Hon. 
James  H.  Eckels,  ex-Gomptroller  of  the  Currency,  and  many  others, 
could  be  <<as  simple  as  simple  can  be." 

Oertainly  bill  H.  B.  10339  is  short  and  simple  enough.  I  drew  it  to 
accomplish  two  things:  To  show  how  unreasonable  is  the  remark 
quoted,  and  second,  to  show  how  simple  a  bill  would  have  accomplished 
in  1866  to  1870  precisely  what  my  bill  will  accomplish  to-day.  If  it  had 
been  passed  then  it  would  have  saved  the  country  from  a  sea  of  troubles. 
Had  sach  a  bill  as  H.  B.  10339  been  passed  on  April  12, 1866,  with  the 
bill  of^that  date  authorizing  the  Secretary  of  the  Treasury  to  sell  bonds 
to  secure  funds  to  cancel  ^^  United  States  notes  uot  to  exceed  $10,000,000 
in  the  first  six  months  and  $4,000,000  per  month  thereafter,''  our  diffi- 
culties would  have  ended  then  and  there.  It  was  all  the  legislation 
needed  then.  It  would  be  all  the  legislation  needed  to  day  hs^  we  no 
silver  dollars,  no  United  States  notes,  and  no  Treasury  notes.  The  law 
of  July  12, 1866,  authorizing  the  retirement  of  the  United  States  notes, 
would  not  have  been  repealed,  as  it  was  in  January,  1869. 

Walker  bill  H.  B.  10339,  in  the  conditions  of  1866  to  1873,  is  the 
financial  and  banking  equivalent  of  Walker  bill  H.  B.  10333  in  the  con- 
ditions of  1898. 

Had  bill  H.  B.  10339  passed  any  time  previous  to  Januaiy  14,  1875, 
the  legislation  of  that  date  again  passed  to  retire  the  United  States 
notes  would  not  have  been  again  needed  and  again  passed  only  to  be 
again  repealed  on  May  4, 1878. 

Had  our  statesmen  of  that  time  enacted  such  a  bill  the  New  England 
banks  would  have  returned  immediately  to  the  Suffolk  system  of  cur- 
rent redemption  in  Boston,  a  'Marge  central  commercial  city,"  which 
the  present  law  most  foolishly  and  viciously  forbids. 

New  York  would  soon  have  joined  New  England,  and  every  State 
bank  in  the  country  would  have  been  brought  into  the  system  precisely 
as  the  Walker  bill  provides  for  to  day,  and  New  York  would  soon  have 
taken  the  place  for  the  whole  country  that  Boston  held  for  New  Eng- 
land up  to  1864. 

In  fact,  that  bill  at  that  time  would  have  given  the  country,  by  the 
necessary  but  voluntary  combination  of  the  banks  in  the  country,  pre- 
cisely what  the  Walker  bill  would  give  the  country  to-day.  There  can 
be  no  doubt  that  the  banks  themselves,  without  any  action  of  the 

♦On  pp.  240, 241. 
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United  States  Treasary  under  bill  H.  B.  10339,  wonid  have  resamed 
specie  payments  long  before  1870,  when  the  premium  on  gold  touched 
14.9,  and  run  down  in  1871  to  11.7,  etc.,  and  up  again  to  15.1  in  1875. 
Had  such  a  bill  as  H.  R.  10339  passed  any  time  between  1866  to  1878, 
every  citizen  would  have  had  his  ^'  right  to  life,  liberty,  and  the  pursuit 
of  happiness"  in  money  matters  restored  to  him. 

All  business  men,  merchants,  manufacturers,  farmers,  bankers — all 
classes — were  clamoring  for  resumption  of  specie  payments  ever  after 
1866,  and  they  directed  and  controlled  the  banks.  The  banks  had  two 
to  three  times  the  gold  during  the  whole  period  from  1867  to  1879  that 
Secretary  of  the  Treasury  Sherman  had  in  the  United  States  Treasury 
when  we  resumed  in  1879.  As  a  matter  of  fact,  to  the  banks  belongs 
the  credit  of  the  conditions  making  resumption  of  specie  payments  by 
Secretary  Sherman  i)ossible  in  1879. 

While  it  is  true  that  without  the  hearty  and  most  active  assistance 
of  the  banks  Secretary  Sherman  could  not,  by  any  possibility,  have 
resumed  specie  payments  in  1879,  it  is  also  true  that  had  the  Govern- 
ment rendered  no  assistance  whatever  the  banks  could  and  would  have 
resumed  long  before  1873  under  such  a  bill  as  H.  B.  10339  as  surely  as 
the  banks  can  and  will  maintain  parity  between  silver  dollars  and  gold 
dollars  and  between  all  our  paper  money  and  specie  today  under 
Walker  bill  H.  B.  10333  as  law,  for  there  is  no  conceivable  relief  except- 
ing under  a  law  drawn  on  the  lines  of  the  Walker  bill. 

The  Walker  bill  is  simplicity  itself  as  compared  with  any  other  gen- 
eral bill  that  has  been  before  the  Committee  on  Banking  and  Currency. 
It  is  as  unjust  to  criticise  the  Walker  bill  of  to-day  because  it  is  long 
enough  and  none  too  long,  and  complex  enough  and  none  too  complex, 
to  meet  all  the  chaotic  and  complex  conditions  that  do  exist  today,  and 
to  surely  settle  them,  and  without  the  slightest  shock  to  our  financial 
and  banking  conditions  during  the  transition,  even  during  a  panic,  as  it 
would  have  been  to  have  criticised  the  Walker  bill,  H.  B.  10339,  offered 
before  1875,  because  it  <^was  not  long  enough''  and  ^< complex  enough" 
to  meet  conditions  not  then  chaotic  and  not  complex. 

A  condition  a  hundredfold  more  difficult  than  confironted  Alexander 
Hamilton  and  Albert  Gallatin  in  this  country  or  John  Locke  or  Sir 
Isaac  Newton  in  England  can  not  be  settled  by  ratiocination,  as  is 
attempted  by  the  framers  of  the  Hill-Fowler  biU.  To  solve  the  problem, 
patient  investigation  and  severe  study  are  necessary  to  the  brightest  and 
ablest  men.  Late  comers  are  welcome,  but  the  Hill-Fowler  bill  shows 
the  result  of  their  insisting  on  taking  the  front  seats. 

What  was  the  Bepublican  party  doing  in  this  matter  from  1866  to 
1873 1  What  is  it  doing  now  t  What  was  the  Democratic  party  doing 
from  1866  to  1873 1    What  is  it  doing  now  t 

THE  STJBTBEASUBY  SYSTEM. 

Never  before  was  a  practice  continued  so  long  after  its  substance  had 
departed  as  our  subtreasury  system.  The  national  sabtreasury  system 
as  now  administered,  violates  every  principle  it  was  established  to  put 
into  practical  operation. 

When  it  was  established  the  idea  of  Jackson  was  to  keep  the  Gov- 
ernment Treasury  entirely  independent  of  banks  and  to  be  itself  in 
antagonism  to  banks. 

To-day  it  has  become  the  fundamental  and  re8i>onsible  bank  of  all 
banks  hi  itc  connection  with  the  New  York  Olearing  House,  the 
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guarantor  of  the  value  of  all  banking  funds  as  well  as  paper  money, 
and  the  reservoir  from  whlcb  is  drawn,  in  times  of  monetary  stringen- 
cies and  panic,  the  gold  for  shipment  and  the  gold  that  keeps  the  sol- 
vency of  all  banks.  In  fact,  it  has  become  the  exact  opposite  of  what 
Jackson  made  it  and  intended  it  to  continue  to  be.  The  Hill-Fowler 
bill  intensities  its  subserviency  to  banks  as  the  guarantor  of  the  valae 
of  their  funds  and  the  supplier  of  gold  to  banks  and  to  brokers,  both 
foreign  and  domestic. 

Under  the  Walker  bill  every  oue  of  these  conditions  would  he 
reversed.  The  I^ational  Clearing  House  would  be  first  of  all  the  serv- 
ant of  the  Government  and  the  guarantor  of  the  Government  funds 
and  the  receptacle  of  all  gold  and  the  guarantor  of  parity,  and  in  turn 
the  Airnisher  of  all  needed  gold  for  domestic  use  or  shipment,  and 
this  at  a  profit  to  banks,  whose  servant  it  would  be.  It  would  be  able 
to  protect  the  commercial  gold  in  the  country,  as  the  banks  of  Eng- 
land, France,  and  Germany  each  protect  its  gold.  It  would  also  main- 
tain parity  and  pay  out  gold  and  silver,  precisely  as  does  the  Bank  of 
France  and  the  Bank  of  Germany. 

EVILS  OF  SXJBTBBASURT  SYSTEM. 

*<  Whatever  may  have  been  the  condition  of  the  banks  of  the  countiy 
which  seemed  to  justify  the  establishment  of  the  subtreasury,  it  is 
to-day  the  greatest  curse  that  afflicts  the  finances  of  the  country.  It 
not  only  places  duties,  powers,  and  opportunities  in  the  hands  of  the 
(Jnited  States  Treasurer  such  as  no  human  being  should  ever  he 
intrusted  with,  but  it  compels  him  to  do  what  is  made  a  misdemeanor, 
visited  with  severe  penalties  when  done  by  a  bank,  and  would  not  be 
submitted  to  for  a  day  if  done  by  an  individu:il,  namely,  it  locks  up 
the  money  of  the  people.  The  making  of  any  loan  upon  the  security 
of  United  SUites  or  national-bank  notes,  or  agreeing  for  a  considera- 
tion to  withhold  the  same  from  use;  in  other  words,  the  <Uocking  up" 
of  money,  is  made  a  misdemeanor,  and  the  bank  committing  the  offense 
IS  punishable  by  a  fine  of  $1,000  and  a  further  sum  of  oiie-third  of  the 
money  so  loaned.  The  officers  of  the  bank  making  the  loan  are  also 
subject  to  a  penalty  equal  to  one-quarter  of  the  money  loaned. 

<<This  provision  of  law  is  not  applied  to  individuals,  because  locking 
up  money  is  an  offense  they  do  not  commit  without  the  assistance  of 
banks.  These  severe  penalties  were  provided  because  the  locking  ap 
of  money  was  an  injury  to  the  public;  and  furthermore,  the  injury  is  in 
exact  proportion  to  the  amount  of  money  locked  up,  and  is  not  made 
any  greater  or  less  by  the  ^locking  up'  being  done  by  a  bank,  an  indi* 
vidual,  or  by  the  United  States  Treasurer, 

"  Yet,  in  the  face  of  the  enactment  of  a  law  by  the  United  States 
Government  severely  punishing  a  bank  for  withholding  currency  from 
circulation,  it  maintains  the  subtreasury  in  violation  of  every  sound 
maxim  of  finance,  in  violation  of  the  laws  governing  the  banks,  and  in 
the  face  of  the  damage  to  the  industries  of  the  country  admitted  to  he 
done  by  it  every  day  of  its  existence,  now  necessarily  infiating  and 
now  necessarily  curtailing  the  volume  of  the  circulating  medium  by  the 
accumulation  in  or  the  disbursements  from  the  Treasury." — [Money, 
Trade,  and  Banking  (p.  81),  by  J.  H.  Walker.  Houghton,  Mifflin  &  Co., 
Boton,  1882J 

The  Hill-Fowler  bill  would  perpetuate  and  intensify  every  one  of  these 
Tres^xuj  abuses. 

The  Walker  bill  would  correct  every  one  of  them,  and  that  at  once. 
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TBEASUBY  CONDITIONS. 

"So  one  who  knows  them  would  make  a  comparison  between  Hon. 
John  (t.  Carlisle  and  Hon.  Lyman  J.  Gage  to  the  detriment  of  either. 
Each  stands  at  the  head  of  his  profession,  Hon.  John  G.  Carlisle  in 
integrity  and  as  a  lawyer  and  eminent  parliamentarian,  and  Hon.  Lyman 
J.  Gage  in  integrity  and  as  a  financier  and  banker.  Each  has  held  the 
Treasury  portfolio  under  a  condition  of  deficit  in  Treasury  receipts  to 
meet  Treasury  expenditures.  One  an  eminent  lawyer  under  Hon.  Grover 
Cleveland,  the  other  an  eminent  financier  under  William  McKinley. 
The  strictly  "Treasury  conditions"  were  identical  under  each.  Under 
Carlisle  confidence  was  destroyed  by  conditions  entirely  outside  the 
Treasury  proper.  Because  of  these  conditions  we  had  the  panic  of  1893, 
with  ruined  private  credit,  the  sale  of  United  States  bonds  at  ruinous 
prices,  and  its  millions  and  billions  of  dollars  in  shrinkage  of  values  and 
the  wrecking  of  fortunes  and  distress  of  the  people..  Under  Mr.  Gage, 
even  in  war,  confidence  is  assured,  and  by  conditions  entirely  outside 
the  Treasury  proper.  The  Hill- Fowler  bill  leaves  us  in  exactly  the 
same  condition  as  Mr.  Cleveland  and  Carlisle  found,  and  the  same 
results  will  follow  the  same  conditions. 

The  Walker  bill  completely  separates  the  United  States  Treasury 
from  our  financial  institutions  immediately  and  forever,  and  makes  the 
Carlisle-Cleveland  condition  of  1893  impossible. 

It  is  no  answer  to  cite  tariffs  or  financial  theories  of  administrative 
officers.  Assuming  that  losses  would  occur  under  one  tariff  and  gains 
under  another,  under  the  Walker  bill  as  law  they  could  not  materially 
affect  the  price  of  United  States  bonds  or  cause  a  panic  originating  in 
the  condition  or  administration  of  the  United  States  Treasury,  for  the 
Treasury  would  be  eliminated  from  finance  and  banking.  Opinions  as 
to  the  changes  or  threatened  changes  in  the  management  of  the  United 
States  Treasury  could  not  affect  the  business  of  the  country,  for  Treasury 
conditions  would  be  fixed  by  law,  and  unalterable  by  a  Secretary. 

Our  Treasury  and  banking  conditions  would  be  absolutely  independ- 
ent of  each  other,  each  under  the  management  of  its  own  officers,  and 
neither  could  control  or  materially  affect  the  other. 

Our  financial  system  would  then  be  founded  upon  a  rock  like  that  of 
France.  Our  system  then  would  be  more  like  that  of  France  than  that 
of  any  other  country,  but  superior  to  it  as  institutions  built  up  from 
the  bottom,  like  those  of  this  country,  are  more  enduring  than  those 
built  down  from  the  top,  like  that  of  France  and  its  bank. 

When  specie  payments  were  suspended  in  1870  gold  went  to  a  premium 
of  only  1^  per  cent  in  the  paper  money  of  France,  and  soon  fell  to  1  per 
cent.  It  did  not  rise  again  until  the  payment  of  the  indemnity  to  Ger- 
many, and  never  rose  above  2^  per  cent  premium  at  any  time,  and  was 
Ht  that  point  only  for  a  short  time — and  this  with  France  conquered,  its 
government  destroyed,  and  lying  helpless  at  the  feet  of  Germany. 

With  our  inexcusably  vicious  Treasury  system,  and  wholly  because 
of  the  union  of  our  banks  with  the  quick  assets  of  the  Treasury  and 
the  making  of  the  soundness  of  our  currency  dex>endent  on  the  price 
of  United  States  bonds,  a  gold  dollar  was  worth  during  1802  $1.13.  It 
sold  for  tl.45  in  paper  money  after  Gettysburg  on  July  3,  and  after 
Vicksburg  fell  on  July  4, 1863,  and  when  our  final  victory  was  assured. 
After  Sherman  captured  Atlanta,  September  2,  1864,  a  gold  dollar 
averaged  to  sell  all  through  18G4  for  |2.()3  in  paper  money.  Then  no 
doubt  existed  as  to  the  stability  of  the  United  States  Government. 
During  Sherman's  march  from  Atlanta  to  Savannah  and  up  to  Y irgiuia 
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Id  the  early  spring  and  antQ  Appomattox  on  April  8, 1865,  gold  sold 
for  $1.57  in  paper. 

The  salvation  of  France  when  her  Government  was  utterly  destroyed 
and  a  Committee  of  Safety  was  trying  to  make  terms  with  her  oonqaer 
ors  camped  in  her  capital  and  Germany  held  her  chief  places,  the  Bank 
of  France  stood  like  a  shaft  of  marble  in  surrounding  chaos,  a  beacon 
of  liberty  to  her  people.  Look  again  at  this  significant  fact.  A  gold 
dollar  during  all  that  time  could  be  bought  for  $1.01  in  Frjsnch  pai)er 
money,  excepting  for  a  few  months  after  peace  it  went  up  in  price  to 
$1.02^,  in  her  paper  money,  for  a  brief  time. 

The  Hill-Fowler  bill  is  potential  only  in  such  financial  humiliations  for 
the  future  as  those  from  18G2  to  1879  and  of  1893,  as  surely  as  under 
like  conditions  history  will  repeat  itself. 

Under  the  Walker  bill  they  would  be  impossible.  It  would  correct 
every  evil.  As  independent,  self-sufficient,  and  even  stronger  than  the 
Bank  of  France  is  its  system  of  union  of  every  commercial  bank  in  the 
country  into  one  whole.  A  system  democratic  to  each  bank  and  still  a 
unit  in  a  completed  whole. 

WASTE  OF  THE  PRESENT  SYSTEM. 

The  direct  and  inevitable  waste  in  the  present  system  demands  imme- 
diate action.  The  Treasury  has  only  kept  its  place  in  the  New  York 
Clearing  House  and  kept  the  parity  between  silver  coin  and  gold  coin 
and  between  our  paper  money  and  specie  by  keeping  in  the  T^asury 
an  average  available  cash  balance  of  $204,000,000,  including  '^  agency 
accounts,''  for  the  eighteen  years  from  1880  to  1897,  inclusive— about 
$120,000,000  in  free  gold.  Allowing  for  a  <<  working  balance"  of  more 
than  England,  France,  or  Germany  averages  to  keep — say  $35,000,000— 
leaves  $170,000,000. 

Collected  by  taxes  from  the  people  and  needlessly  kept  in 
the  Treasury,  $170,000,000,  worth  to  the  people,  6  per 
cent $10,200,000 

The  needless  expense  of  the  subtreasury 1, 000, 000 

Annual  Treasury  loss 11,200,000 

It  was  stated  by  Secretary  Gage  and  Ex-Secretary  Fairchild,  and  is 
conceded  by  all  writers  on  finance,  that  all  currency  that  is  issued,  as 
it  is  in  Great  Britain,  France,  Germany,  and  all  other  nations  except- 
ing the  United  States,  and  <<  kept  out "  by  banks,  is  earning  the  banks 
the  rate  of  interest  charged  its  customers  on  loans,  and  that  it  inva- 
riably lessens  the  rates  of  interest  charged  in  the  same  proportion  that 
the  average  currency  actually  out  in  circulation  bears  to  the  total 
loans  and  discounts  of  banks.  Under  the  present  banking  law  there 
is  practically  nothing  made  on  bank  currency  when  banks  are  com- 
pelled to  buy  bonds  to  get  it  at  the  prices  prevailing  from  1860  to  1892, 
and  in  any  prosperous  times.  There  is  over  $1,000,000,000  of  paper 
money  in  circulation  in  the  country.  At  least  $800,000,000  would  be 
circulated  by  banks  if  the  Walker  bill  was  made  a  law;  or  if  it  was 
issued  here  as  it  is  issued  in  all  other  countries,  at  5  per  cent,  it  equals 
$40,000,000.  That  would  then  be  saved  to  the  x>eople  in  lower  rates  of 
interest  on  bank  loans. 

At  the  very  least  estimate  of  the  cost  the  direct  and  Indirect  tax  on 
the  people  is  $50^000^000  per  annum.    It  is  really  many  miUious  more. 
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mostly  falling  on  the  agrionltaral  sections  of  the  conntryi  as  large  city 
banks  bay  United  States  bonds  as  an  investment. 

Adding  to  this  loss  the  premiums  paid  on  United  States  bonds  the 
Government  was  forced  to  buy  with  the  taxes  on  the  people  accumu- 
lated in  the  Treasury,  in  order  to  save  our  whole  banking  system  from 
wreck,  and  the  losses  from  monetary  stringencies  and  panics  which  are 
wholly  chargeable  to  the  system,  it  can  be  conclusively  proven  to  any 
body  of  unprejudiced,  plain  men  that  hundreds  of  millions  into  the 
billions  would  not  cover  actual  unnecessary  and  inexcusable  loss  in 
recent  years.  The  conditions  that  prevailed  in  1893  are  sure  to  recur 
again  to  a  greater  or  less  extent  unless  the  bank  act  is  wisely  amended. 
Some  aspects  of  the  situation  even  now  are  more  threatening  and  por- 
tentous of  evil  than  they  were  from  1880  to  1892. 

In  view  of  the  incontrovertible  facts  already  stated  it  appears  that 
the  solution  of  our  financial  and  banking  ills  is  not  possible  by  any  bill 
drawn  on  the  lines  of  the  Hill-Fowler  bill,  or  any  bill  yet  presented  to 
the  Committee  on  Banking  and  Currency,  excepting  only  the  Walker 
bill,  H.  B.  10333. 

COMPARISON  OF  HILL-FOWLER  BILL  AND  WALEEB  BILL. 

The  Hill-Fowler  bill  is  written  in  obliviousness  of  the  fact  that  bank- 
ing is  wholly  a  voluntary  business  and  comparatively  few  of  those 
engaged  in  it  receive  pay.  Banking  law  should  contain  no  mandatory 
provision  that  by  any  safe  permissible  form  of  application  of  small 
pressure  can  be  avoided.  The  Hill-Fowler  bill  is  fatally  mandatory  in 
several  matters. 

The  Walker  bill,  in  this  respect,  is  wholly  different.  It  sets  up  only 
a  very  few  very  wide  boundaries  and  allows  banks  to  manage  their  own 
business  in  their  own  way  as  far  as  it  is  safe  to  the  people  who  borrow 
money  from  them. 

The  Hill-Fowler  bill  does  not  relieve  the  United  States  Treasury 
from  the  current  riedemption  of  every  form  of  paper  money  and  from 
any  responsibility  whatever  for  maintaining  the  parity  of  our  various 
kinds  of  money. 

The  Walker  bill  securely  does  both. 

The  Hill-Fowler  bill  does  not  devolve  these  duties  upon  the  banks  of 
the  country. 

The  Walker  bill  securely  does  it. 

The  Hill-Fowler  bill  does  not  allow  banks  to  issue  *'true  bank  cur- 
rency,"  viz,  currency  against  their  assets,  to  any  proportion  that  would 
foster  country  banks. 

The  Walker  bill  allows  its  issue  to  the  amount  of  the  capital  of  the 
bank« 

The  Hill-Fowler  bill  makes  no  attempt  to  securely  unite  all  the  com- 
mercial banking  associations  of  the  country  into  one  compact  system  to 
securely  and  safely  do  the  things  it  proposes. 

The  Walker  bill  securely  does  it. 

The  Hill-Fowler  bill  runs  counter  to  all  writers  on  finance  and  the 
judgment  of  practical  financiers  and  bankers,  who  all  n'zree  in  the  fol- 
lowing as  of  the  first  importance  in  providing  a  paper  uiu^iey  currency, 
viz,  that  it  shall  be — 

1.  Safe. 

2.  Freely  issued* 
8.  Abvndant. 
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4,  tJniform, 

5.  Elastic. 

The  currency  provided  in  that  bill  fails  at  every  point.  It  is  far  from 
being  as  safe  iu  being  guaranteed  by  the  Government  as  that  of  iLe 
Walker  bill.  It  is  neither  as  freely  issued,  as  abundant,  as  uniform, 
nor  as  elastic 

MONEY  IN  EXISTENCE. 

The  Hill-Fowler  bill  takes  the  six  kinds  of  paper  money:  • 

1.  United  States  notes  (legal  tender) $346,  G81, 016 

2.  Treasury  notes • 101, 575,280 

3.  Currency  certificates 29,130,000 

4.  National-bank  notes 228, 203,926 

5.  Gold  certificates 37, 466, 149 

6.  Sil  ver  certificates 398, 708, 504 

Legal  tender  coin:  v 

8.  Gold 760,274,281 

9.  Silver 461,180,422 

and  proposes  to  destroy  three  kinds  of  this  paper  money,  United  States 
notes  and  gold  certificates  and  national  bank  notes,  and  substitute 
three  new  kinds,  all  "bank  currency"  notes: 

National  reserve  notes, 

National-bank  notes, 

National  currency  notes, 
leaving  seven  kinds  of  paper  money  afloat,  a«  now.    (The  Treasury 
notes  will  be  disposed  of  by  coining  silver  bullion  to  pay  them  as  the 
country  grows.) 

WALKEB  BILL  APPROVED. 

Every  word  that  discusses  general  principles  in  the  reiK>rt  accom- 
panying the  Hill-Fowler  bill  approves  the  Walker  bill  and  condemus 
that  bill,  and  yet  their  bill  continues  the  hardships  of  the  present 
system.    The  report  says: 

<^The  ideal  condition  will  be  reached  when,  the  person  having  made 
the  necessary  deposit,  the  bank  can  furnish  him  either  a  check  book  or 
its  notes  with  equal  ease  and  at  equal  cost,  leaving  the  customer  to 
select  the  form  of  demand  obligation  which  will  best  serve  his  legiti- 
mate business  purposes.  As  a  matter  of  fact,  the  same  management 
of  the  bank  which  will  render  the  check  safe  will  make  the  note  safe^ 
But,  as  has  been  said  earlier,  the  note  is  to  go  everywhere  and  be  used 
by  people  unacquainted  with  each  other  or  with  the  bank.  To  facili- 
tate its  use,  therefore,  it  must  be  issued  under  a  system  which  can  be 
readily  understood  and  which  will  give  to  the  people  generally  such 
assurance  of  the  goodness  of  the  note  that  it  will  be  accepted  without 
hesitation  by  everyone. 

*  *  *  **lt  is  obvious  that  the  issue  of  a  banking  currency  based 
purely  upon  assets,  without  either  bonds  or  reserve  notes,  will  involve 
no  risk  of  undue  inflation  or  of  loss  to  the  note  holder. 

•  •  •  uijhe  people  will  have  the  use  of  nearly  double  the  amouot 
of  coin  and  currency  at  about  one-half  the  rate  of  interest  they  are  now 
compelled  to  pay.    Thus  the  capacity  to  make  larger  loans  meaos  the 

•In  existence  June  16,  1898,  per  Treasury  report, 
t Estimate  by  Treasury  Department  ibr  June  l,  1898. 
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capacity  of  the  banks  to  reduce  interest  rates  without  loss  of  profits. 
It  means  that  if  any  bank  undertakes  to  resist  the  natural  law  of 
decreasing  interest  uoder  increased  facilities,  new  banks  may  be  formed 
without  sinking  their  capital  in  bonds  purchased  at  a  premium,  and 
may  compete  for  the  legitimate  profits  aiforded  by  reasonable  interest 
rates.  More  than  this,  a  currency  based  upon  commercial  assets,  and 
not  rendered  rigid  in  volume  by  the  deposit  of  special  security,  comes 
back  promptly  to  the  issuing  banks  for  redemption.    •    •    * 

^'Mr.  A.  O.  Eliason  has  examined  all  the  bank  failures  whose  accounts 
have  been  closed,  numbering  one  hundred  and  one,  and  found  that  had 
all  the  banks  in  the  national  system  issued  an  amount  of  currency  equal 
to  their  capital,  or  one  hundred  per  cent,  the  assessment  on  the  same  to 
cover  losses  would  have  been  infinitesimal,  being  only  one-nineteenth 
of  one  per  cent  per  annum.'' 

After  thus  approving  most  heartily  and  thoroughly  the  principles  of 
the  Walker  bill,  which  provides  the  annual  collection  from  the  banks 
of  four  times  the  amount  necessary  to  make  the  Government  safe  in 
guaranteeing  the  currency  notes  banks  would  put  in  circulation,  they 
present  a  bill  which  leaves  60  per  cent  currency  to  capital  without  the 
guaranty  of  the  Government,  and  also  comi)els  the  country  banks  to 
*'  sink  their  capital  in  bonds  purchased  at  a  premium  "  to  the  tune  of  40 
per  cent  to  their  capital,  and  furthermore  discredits  their  currency 
issued  against  their  assets  by  twelve  disabilities. 

The  lack  of  appreciation  by  the  framers  of  the  Hill-Fowler  bill  of 
true  principle  and  practice  in  issuing  and  redeeming  paper  money  is 
shown  by  their  proposition  to  destroy  the  ^< endless  chain,"  as  follows: 

^< Believing  that  this  bill,  if  enacted  into  law,  will  relieve  the  Treas- 
ury by  destroying  the  'endless  chain.'" 

Secretary  Gage  and  ex- Secretary  Fairchild,  as  everyone  knows  is 
true,  testifying  in  answer  to  the  chairman,  recognized  the  '< endless 
chain"  of  currency  redemption  as  an  inherent  and  necessary  condition 
to  sound  paper  money,  as  follows: 

The  Chairman.  Can  you  suggest  a  more  apt  illustration  of  the  nec- 
essary inevitable  constant  flow  of  currency  in  and  out,  coming  in  contact 
potentially  with  the  specie  it  represents,  than  an  endless  chain  which 
never  ceases  for  an  instant  to  move  x>otentially  or  actually,  and  that  any- 
thing that  impairs  any  link  of  thechain  does  the  currency  system  ii^juryt 
Gan  either  of  you  gentlemen  suppose  a  more  apt  illustration  T 

Secretary  Gage.  I  think  there  are  a  dozen  you  might  use. 

The  Ghaibman.  Will  you  suggest  any  one  of  the  dozen  T 

Secretary  Gage.  Say  individual  buckets.  We  have  adopted  the  end- 
less chain  as  a  figure  of  speech,  which  probably  conveys  nearly  the  idea 
involved,  namely,  that  whoever  has  demands  against  the  Government 
or  anyone  else  can  take  those  demands  and  have  them  realized  in 
redemption  money,  in  specie.  If  these  obligations  are  again  issued,  the 
new  holder  can  do  the  same,  and  so  there  is  a  sort  of  circle  established, 
or,  it  may  be,  on  the  one  hand,  the  notes  flow  out,  and  in  the  course  of  the 
movement  of  trade  or  commerce  or  distrust  the  notes  come  back  in  a 
circular  movement.  That  is  not  a  horrible  thing;  it  is  natural,  rea- 
sonable, and  proper,  and  the  issuer  should  never  complain.  Let  him 
meet  his  liabilities  on  demand. 

The  Ghaibman.  Is  not  that  what  will  take  place  in  making  a  reilemp- 
tion  fundf 

Secretary  Gage.  I  think  it  is. 

The  Ghaibman.  Gan  you  suggest  anything  farther,  Mr.  Fairchild! 

Mr.  Faibchild.  J^o,  sir;  I  think  that  is  perfectly  true. 
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CUBBENCY  PBOYISIONS  OF  THE  HILL-FOWIiEB  BILL. 

The  Hill-Fowler  bill  puts  the  mark  of  Gain  on  its  national  carrenoy 
notes.  This  money  is  for  our  country  people.  Not  a  dollar  of  this 
money  will  be  issued  by  banks  in  redemption  cities  which  have  half  the 
paid  np  capital  of  natioual  banks. 

Sec  30.    (1)  It  is  taxed  6  per  cent  per  annum  if  issued  above  40  per 

cent  to  capital. 

Sbo.  30.    (2)  If  in  the  vaults  of  the  bank  and  not  in  use  this  excess  over 

40  per  cent  is  still  taxed  6  per  cent. 

Sec.  33.    (3)  In  liquidation  only  gold  coin  can  be  deposited  to  cancel 

these  notes. 

Sec.  23.    (4)  Mnst  put  up  with  the  Government  5-per-cent  gold  ^'gaar- 

anty  fund"  on  them,  in  addition  to  the  current  redemp- 
tion fund  it  puts  up. 

Sec.  22.    (5)  Has  a  separate  ^<  current  redemption  "  from  the  other  two 

kinds  of  bank  money. 

Sec.  22.  (6)  Must  be  marked  ^<  plainly  and  prominently,''  so  as  to  at- 
tract attention  to  its  being  a  poorer  kind  of  money,  that 
it  ^^  belongs  distinctively  to  some  one  clearing-house  dis- 
trict." 

Sec.  22.    (7)  Gan  not  be  paid  out  by  any  bank  out  of  its  ^<  redemption 

district." 

Sec.  22.    (8)  Has  a  clearing-house  district  made  especially  for  it.    The 

district  is  not  for  and  does  not  include  the  other  two 
kinds  of  bank  currency. 

Sec.  22.    (9)  No  reserve  5-per-cent  or  other  fund  is  provided  for  their 

current  redemption  in  exception  to  the  other  two  kinds 
of  notes. 

Sec.  14.  (10)  No  funds  of  an  insolvent  bank  can  be  used  to  pay  any  of 

these  notes  until  the  other  notes  are  paid. 

Sec.  15.  (11)  That  the  Government  has  no  interest  in  making  this  ^' cor 
page  13,  rency  note"  good  money  is  rightly  made  conspicuous 

line  IL  in  the  bad  form  designedly  given  these  notes  by  this 

provision.  '<  It  [note]  shall  also  bear  ux>on  its  face  the 
statement  that  it  is  issued  in  accordance  with  the  provi- 
sions of  this  act."  These  things  will  sufficiently  damage 
these  <^  national-currency  notes." 

Under  the  Walker  bill  there  is  provided  a  currency  note  with  as 
strong  a  Government  guaranty  as  now.  Only  such  notes  are  used  in 
Ganada,  Scotland,  France,  Germany,  England,  and  all  other  first-class 
nations.  The  Walker  bill  adds  the  guaranty  of  the  United  States  Gk>v- 
ernment.  The  Walker  bill  provides  that  everyone  of  them  shall  be 
immediately  paid  by  the  United  States  Treasurer  in  case  of  the  insol- 
vency of  the  association  issuing  them.  The  Walker  bill  makes  an 
appropriation  to  pay  these  notes  of  every  association  in  case  of  it« 
insolvency.  The  Walker  bill  provides  a  way  for  the  United  States  to 
collect  of  banks  and  have  on  hand  several  times  more  money  than  it 
can  ever  pay  on  this  guaranty. 

The  framers  of  the  Hill-Fowler  bill  are  not  willing  to  have  the  circa- 
lating  bank  notes  provided  in  their  bill  and  issued  by  the  Government 
as  money,  used  to  pay  the  <^  salaries  and  other  debts  on  demand  owing 
by  the  United  States  to  individual  corporations  and  associations  within 
the  United  States,"  but  finding  such  a  provision  in  the  law  as  to 
national-bank  noteS|  repeats  it. 
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Under  the  Walker  bill  no  such  discrimination  against  any  form  of 
onr  money  is  made.  All  kinds  of  paper  money  are  made  and  kept  as 
good  as  the  best  by  the  Government. 

GREENBACKS  NOT  DESTBOYED  BY  THE  WALEEB  BILL. 

Neither  does  the  Walker  bill  destroy  the  United  States  notes.  The 
flili-Fowler  bill  does  destroy  them.  The  Walker  bill  keeps  them  exactly 
as  they  now  are,  and  pnts  their  current  redemption  on  the  banks.  The 
Walker  bill  proposes  to  destroy  all  the  gold  certificates  and  silver  cer- 
tificates and  pay  out  to  the  people  the  gold  and  silver  dollars  in  their 
place.  Thus  the  Hill-Fowler  bill  provides  six  kinds  of  paper  money 
in  permanency,  no  one  of  them  legal  tender,  in  violation  of  sound  bank- 
ing principles,  while  the  Walker  bill  provides  but  one,  viz,  currency 
notes,  in  accord  with  common  sense  and  sound  banking. 

The  HOl-Fowler  bill  does  not  make  the  United  States  Government 
as  now  responsible  for  the  immediate  payment  of  every  dollar  of  the 
currency  notes  issued  by  it  to  a  bank  in  case  of  insolvency  and  directly 
out  of  the  United  States  Treasury,  and  without  qualifications  or  delay 
and  regardless  of  all  contingencies. 

The  Walker  bill  makes  the  Government  of  the  United  States  the 
guarantor  of  every  dollar  of  currency  issued  by  it  to  a  bank  as  now, 
and  makes  an  appropriation  from  the  Treasury  in  the  body  of  the  law 
to  secure  the  immediate  payment  of  such  notes  by  the  Treasurer  as 
certain  as  it  is  to>day. 

The  Hill-Fowler  bill  makes  confusion  in  redemption  by  providing  two 
distinctive  redemption  agencies  for  its  three  kinds  of  circulating  bank 
notes,  and  one  of  them  outside  the  banking  system. 

The  Walker  bill  provides  one  redemption  for  its  one  kind  of  bank 
notes,  and  that  inside  the  banking  system. 

The  Hill-Fowler  bill  appears  to  be  drawn  in  the  interest  of  large 
city  banks.  It  gives  such  banks  every  advantage  and  unfairly  dis- 
criminates against  country  banks. 

The  Walker  bill  is  drawn  in  fairness  to  large  banks  and  small  banks, 
city  banks  and  country  banks,  for  farmers,  for  merchants,  and  for  manu- 
facturers. 

The  people  having  been  thoroughly  educated  in  the  idea  that  no  true 
bank  currency,  that  is  to  say,  currency  issued  against  the  assets  of  the 
bank  and  relying  wholly  upon  them  for  payment  in  case  of  insolvency, 
can  be  safe  for  them  to  have  in  their  x>ockets,  therefore  it  becomes 
absolutely  necessary  to  have  all  currency  guaranteed  by  the  Gov- 
ernment, as  now.  A  guaranty  may  be  given  in  five  different  forms — 
by  a  mortgage,  by  pledging  bonds,  by  an  agreement,  by  indorsement, 
and  also  by  certifying  to  the  genuineness  of  a  paper  and  that  the 
certifier  is  in  possession  of  funds  to  pay  it,  like  certifying  a  bank  check. 

All  but  the  note  secured  by  mortgage  depends  wholly  upon  the  sol- 
vency and  amount  of  capital  possessed  by  the  party  making  the  security 
in  proportion  to  the  amount  guaranteed,  whether  it  be  a  person  or  the 
United  States  Government  No  one  can  deny  that  an  appropriation 
made  in  the  body  of  the  banking  law  out  of  any  moneys  in  the  Treas- 
ury not  otherwise  appropriated  to  pay  the  notes  of  an  insolvent  bank 
is  as  good  a  security  and  more  easily  availed  of,  and  is  tantamount  to 
a  Government  bond.  ^<  To  guarantee"  is  the  Sjrnonym  of  ^^  to  secure,"  if 
made  by  the  same  party  and  without  mortgage.  To  argue  that  a 
United  States  Government  bond  is  a  better  guaranty  or  security  than 
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an  appropriatioB  in  money  in  a  United  States  law  is  to  argae  that  a 
<< promise  to  pay"  is  better  than  ^^cash  in  hand." 

The  compensation  to  the  United  States  Treasury  for  guaranteeing 
the  corrency  notes  issued  by  the  banks  would  run  as  follows: 

On  $200,000,000  of  United  States  notes  carried  by  banks, 
at  2i  per  cent $5,000,000 

Maintaining  parity  on  $500,000,000  of  silver  dollars,  for 
which  all  the  other  bills  propose  to  deposit  5  per  cent 
gold  in  the  Treasury,  which  would  equal  $25,000,000  at 
2i  per  cent 625,000 

One-fifth  of  1  per  cent  tax  on  $600,000,000  of  currency 1, 200, 000 

Gain  on  that  part  of  the  currency  destroyed  and  never 
presented  for  redemption,  as  proved  by  the  thirty  years' 
exx>erience  of  the  Treasury,  two-fifths  of  1  per  cent  on 
$600,000,000  is 2,400,000 

9,225,000 
Saving  in  cost  in  handling  the  United  States  Treasury 1, 000, 000 

10,226,000 
The  necessity  under  present  conditions  of  carrying  an  im- 
mense amount  of  money  collected  by  taxation  in  the 
United  States  Treasury,  $175,000,000  at  2^  per  cent 4, 375, 000 

Saving  per  annum  to  the  United  States  Treasury  . .  14, 600, 000 

This  at  2}  per  cent.  It  should  be  reckoned  at  5  per  cent  or  more, 
$30,000,000  per  annum  at  least.  Not  a  farthing  of  this  $30,000,000  of 
saving  would  become  an  expense  on  the  banks. 

The  provision  in  the  Walker  bill  requiring  every  commercial  bank 
to  assume  its  equitable  and  proportionate  part  of  the  United  States 
notes,  according  to  its  actual  capital,  and  in  a  way  to  make  them  an 
advantage  to  the  banks,  is  only  one  incident  of  the  provisions  of  the 
Walker  bill.  It  is  necessary  during  the  period  of  transition  from  that 
of  their  present  isolated  condition  into  the  cooperative  system  provided 
for,  and  is  in  no  sense  essential  to  or  necessarily  a  part  of  the  Walker 
cooperative  scheme.  This  is  made  unequal  and  a  hardship  in  the  Hill- 
Fowler  bill.  They  are  so  small  in  the  amount  each  bank  is  required 
to  take  and  so  equitably  distributed  by  the  Walker  bill  as  to  be  an 
advantage  and  not  a  burden  to  any  one  bank,  as  the  banks  are  allowed 
to  issue  an  equal  amount  of  currency.  They  remain  as  now,  being 
issued  under  the  same  law  and  a  United  States  legal-tender  note,  while 
the  Hill-Fowler  bill  destroys  them.  The  Walker  bill  provides  for  their 
continued  existence  and  provides  for  their  equitable  annual  redistriba- 
tion  among  all  commercial  banks  in  the  country  as  long  as  the  national 
banking  system  shall  last. 

ADVANTAGE  OF  A  NATIONAL  OLEABINa  HOUSB. 

Did  the  New  York  clearing  house  or  the  national  clearing  house 
provided  for  in  the  Walker  bill  have  a  legal  existence,  it  would  not  be 
at  all  necessary  to  require  individual  banks  to  specifically  assume  any 
amount  of  particular  United  States  notes  in  the  cooperative  scheme 
provided  in  the  bill.    The  thorough  union  of  the  banks  and  incorporat- 
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ing  the  clearing  houses  is  the  real  substance  of  the  Walker  bilL  There 
is  not  now  an  incorporated  clearing  house  in  the  country  to  deal  with 
in  a  banking  law. 

019E  GK>OD  THING  IN  THE  HILL-FOWIiEB  BILL. 

The  Hill-Fowler  bill  apparently,  but  not  actually,  disposes  of  the 
United  States  notes  in  something  of  the  same  method  as  the  Walker 
bill,  at  the  beginning,  in  devolving  the  United  States  notes  on  the 
banks,  but  it  surely  and  absolutely  fails.  It  changes  the  essence  of  the 
present  legal-tender  United  States  notes  as  much  as  it  does  their  name 
and  equitable  distribution.  They  become  non-legal-tender  <^  national 
reserve  notes." 

The  Hill- Fowler  method  may,  at  first  glance,  look  like  the  Walker 
method,  but  they  certainly  are  as  different  in  essence  as  the  poisonous 
toadstool  from  the  nutritious  mushroom.  Its  method  of  distribution 
violates  the  principle  of  equity  as  between  new  banks  and  old  banks, 
in  devolving  them  upon  the  old  banks  in  the  beginning,  now  in  opera- 
tion, and  leaves  them  on  these  banks,  a  disproportionate  burden  for  all 
time  to  come. 

OUEBENOY  NOT  LESS  THAN  $10. 

The  Hill-Fowler  bill  deprives  banks,  mostly  country  banks,  of 
$274,000,000  of  circulation  in  $5  notes  by  needlessly  forbidding  any 
bank  to  issue  any  currency  under  the  denomination  of  $10. 

Under  the  Walker  bill  the  limit  is  $3  or  under,  practically  allowing 
no  bill  under  $5,  thus  allowing  a  circulation  by  banks  in  this  one  item 
$274,000,000  more  than  the  Hill-Fowler  bill,  and  reduces  rates  of 
interest  to  borrowers  as  $274,000,000  is  to  the  total  loans  by  banks. 

The  Hill- Fowler  bill  provides  a  currency  on  more  than  half  of  which 
the  rate  of  interest  on  loans  in  using  it  will  have  to  be  varied  every 
day  in  the  year  to  pay  the  same  dividend  on  the  stock  of  the  bank,  and 
the  issuing  and  withdrawal  of  which  will  be  governed  by  the  price  of 
United  States  bonds  in  the  market  and  the  time  they  run,  as  now,  and 
not  by  the  demands  of  business. 

The  Walker  bill  provides  a  currency  to  pay  the  same  dividends. 
The  interest  on  loans  in  the  use  of  it  will  be  the  same  every  day  in  the 
year. 

The  Hill-Fowler  bill  only  makes  room  for  its  bank  cur- 
rency in  addition  to  its  substitution  of  reserve  notes  for 
United  States  notes  by  retiring  gold  certificates $37, 000, 000 

National-banknotes 227,000,000 

Total 264,000,000 

The  Walker  bill  pays  out  gold  for  United  States  notes. . .  146, 000, 000 

Gold  certificates  retired 37, 000, 000 

National-banknotes 227,000,000 

Silver  dollars  in  reserves   200,000,000 

Five-dollar  notes,  forbidden  in  Hill-Fowler  bUl 274, 000, 000 

Total 884,000,000 

$200,000,000  United  States  notes  are  to  remain  and  can  never  be 
destroyed. 
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0T7BBEN0Y  OONDITIONS. 

The  HUl-Fowler  bill  changes  present  currency  oonditioiis  by  a  very 
small  degree,  and  would  not  effect  a  reduction  of  interest  on  loans 
sufficient  to  enable  banks  to  be  formed  in  country  districts. 

The  Walker  bill  provides  for  such  a  change  as  to  allow  banks  to 
issue  <Hrue  bank  currency,"  viz,  against  their  assets,  and  reduce  interest 
in  those  districts  from  one-third  to  one>half. 

Under  the  HillFowler  bill  a  bank  of  $100,000  capital  will  have  to 
surrender  from  $25,000  to  $40,000  of  its  capital  in  the  purchase  of  bonds 
as  a  license  fee  to  do  business,  when  it  commences  business. 

The  Walker  bill  does  not  require  the  bank  to  become  a  bondholder 
by  a  single  dollar  in  order  to  do  business,  and  not  to  surrender  any 
part  of  its  capital,  excepting  in  case  of  insolvency. 

Under  the  Hill-Fowler  bill  the  Comptroller  can  not  know  what  the 
condition  of  a  bank  was,  as  shown  by  its  books,  on  any  given  day, 
excepting  the  days  on  which  the  '^bank  examiner"  went  through  it. 

The  Walker  bill  provides  for  a  daily  report  of  its  condition  to  the 
OomptroUer,and  the  examiner  will  have  before  him  the  condition  of  the 
bank  on  every  day  to  verify  when  he  goes  to  the  bank. 

The  HilLFowler  bill  isolates  and  makes  peculiar  each  bank,  and  makes 
it  liable  itself  alone  to  be  called  upon  for  gold  for  every  note  it  issues  and 
by  every  banker  who  gets  one.  This  isolation  makes  it  unsafe  for  any 
bank  to  pioneer  in  the  system  even  if  it  would  be  safe  when  the  system 
was  in  ftiU  operation,  which  it  is  not.  This  is  true  of  all  banks  that 
go  into  it  until  M  are  in,  and  then  the  country  bank  will  be  in  a  perilous 
condition. 

Under  the  Walker  bill  every  bank  is  absolutely  safe  during  the  tran- 
sition, as  the  condition  of  no  bank  entering  the  system  is  affected  in  its 
obligations  or  duties  until  a  given  time,  when  the  system  becomes 
instantly  in  full  operation. 

No  bank  that  enters  into  the  system  is  affected  by  the  provisions  of 
the  bill  until  all  commercial  banks  in  the  countiy  come  under  its 
provisions. 

Immediately  upon  that  event,  existing  United  States  notes  assumed 
by  any  bank  lose  their  identity  so  far  as  they  belong  to  any  particular 
bank  that  has  its  name  printed  on  the  back  of  them  as  responsible  for 
tlieir  current  or  ultimate  redemption,  gold  being  massed  in  the  national 
clearing  house  to  redeem  all  of  them. 

They  are  then  to  the  bank  as  the  gold  they  hold,  only  appearing  with 
gold  in  their  cash  reserves. 

OHABAOTEB  OF  NOTES. 

The  Hill-Fowler  bill  not  only  compels  the  bank  to  buy  <^  national 
reserve  notes"  of  the  Government  (strictly  a  bank  note)  and  pay  Unit^nl 
States  notes  for  them,  which  provision  may  put  them  at  a  premium,  but 
it  requires  the  bank  to  put  up  a  5  per  cent  gold  current  redemption  fund 
for  them,  so  the  bank  only  gets  $95  for  every  $100  it  pays  out. 

The  Walker  biU  keeps  the  identity  of  the  present  greenbacks  and 
only  prints  the  notes  of  the  bank  on  the  back  of  the  identical  green- 
back. It  allows  the  banks  to  give  nearly  every  kind  of  money  for 
them  excepting  bank  bills.  All  money  can  not  be  ^<  cornered,"  as  United 
States  notes.  The  Walker  bill  requires  the  Government  itself  to  put  up 
the  5  per  cent  current  redemption  for  its  own  notes.  Thus  the  bank 
gets  $100  legal-tender  money  in  exchange  for  each  $100  it  pays  in. 
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The  Hill-Fowler  bill  continues  the  present  law  forbidding  banks 
ander  any  circumstances  to  use  their  ^< reserves"  for  the  very  purposes 
for  which  they  are  kept. 

The  Walker  bill  permits  banks  to  use  their  ^'reserves"  in  any  legiti- 
mate way. 

Under  the  Hill-Fowler  bill,  as  under  the  present  law,  every  operation 
of  the  Treasury  would  expand  or  contract  the  currency  to  the  serious 
injury  of  the  business  of  the  country.  Witness  the  outcry  all  over  the 
country  that  the  Treasury  is  contracting  the  currency  and  injuring 
business  in  collecting  the  pay  on  any  debt  due  the  Government. 

Under  the  Walker  bill  whatever  sum  the  Treasury  had  or  failed  to 
have  available,  would  not  affect  the  volume  of  the  currency  of  the 
country  by  the  smallest  fraction.  It  would  be  in  the  national  clearing 
house  where  the  people  could  use  it. 

Under  the  Hill-Fowler  bill,  as  under  the  present  law,  national-bank 
currency  notes,  which  are  certificates  of  deposit  and  the  people's 
money,  are  a  freak  money.  They  are  forced  out  of  circulation  when 
the  credit  of  the  Government  is  best,  business  most  active,  and  the 
people  need  the  most  money;  they  are  forced  into  circulation  by  the 
banks  when  the  people  do  not  need  them  and  can  not  use  them,  and 
the  Government  is  distressed,  as  in  1893  and  1894. 

Under  the  Walker  bill  it  would  be  for  the  interest  of  the  banks  to 
issue  the  most  money  when  the  people  needed  it,  and  to  just  as  large 
an  amount  as  the  people  could  use.  The  competition  between  banks  in 
forcing  it  out  will  make  it  just  as  cheap  as  money  can  possibly  be  issued 
under  any  system  and  kept  ''good"  and  honestly  used  by  the  people, 
and  when  they  most  need  it.  That  part  and  only  that  part  of  the  cur- 
rency wbich  the  people  can  not  profitably  use  will  be  forced  back  to  the 
banks. 

Under  the  Hill-Fowler  bill^  as  under  the  present  law,  the  United 
States  will  have  the  highest  interest  rates  in  the  most  expensive  cur- 
rency system  of  any  first-class  nation. 

LOW  INTEREST  UNDER  THE  WALKER  BILL. 

Under  the  Walker  bill  interest  on  loans  will  be  as  low,  and  this  all 
over  the  country,  as  anywhere  in  the  world.  Currency  will  be  issued  to 
the  people  by  the  Government,  not  at  2  per  cent  interest,  as  the  Populists 
want,  but  for  nothing,  to  any  five  persons  that  get  together  capital 
enough  to  guarantee  the  safety  of  the  currency  they  take  and  to  the 
amount  of  their  combined  capital,  as  is  done  in  every  country,  the  United 
States  alone  excepted. 

BOARD  OF  ADVISERS. 

Under  the  Hill-Fowler  bill,  as  under  the  present  law,  there  is  no  way 
for  the  Secretary  of  the  Treasury  to  avail  himself  of  the  expert  assist- 
ance that  is  absolutely  necessary  to  him  to  pi  operly  discharge  his  duties, 
and  that  every  banker  in  the  country  has  in  his  board  of  directors  his 
clearinghouse  committee  and  banking  associates,  etc.  Today,  if  the 
Secretary  seeks  any  advice  he  thereby  inaugurates  a  panic — ^the  very 
panic  he  may  be  seeking  to  avert. 

Under  the  Walker  bill  the  reverse  is  true.  It  provides  for  the  assist- 
ance of  the  Oomptroller,  nominally,  but  really  for  the  Secretary  of  the 
Treasury,  a  board  of  seven  men — men  who  have  risen  to  the  very  highest 
eminence  in  their  profession*    They  have  not  attained  to  thcdr  places 
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by  fovor,  bat  have  conquered  them  by  hard,  diligent,  continuoiu  work 
for  years.  Their  position  at  the  head  of  the  greatest  financial  instita- 
tion  of  the  world,  developed  in  the  Walker  bill,  not  by  appointment, 
but  by  conquest,  will  place  them  in  a  position  not  only  equal  to  that  ol 
the  directors  of  the  Bank  of  England,  but  far  above  them. 

Their  attainments  will  rank  in  finance  and  banking  with  the  justices 
of  the  Supreme  Court  of  the  United  States  in  law.  Their  salaries  will 
come  to  tbem  naturally,  as  their  duties  are  met,  and  from  the  banks,  not 
from  the  United  States  Treasury. 

The  prizes  for  party  workers  provided  in  the  Hill- Fowler  bill,  at  an 
exx>en8e  of  923,000  to  the  Treasury  in  the  triple-headed  Comptroller, 
make  more  conspicuous  by  contrast  the  excellence  of  the  provision  in 
the  Walker  bill  for  this  board  of  advisers.  In  the  Walker  bill  the  in- 
terests of  the  plain  people  of  the  country  find  protection  in  tiie  hands 
of  their  special  representatives,  viz,  the  President,  Secretary  of  the 
Treasury,  and  Comptroller  of  the  Currency,  who  are  given  ultimate 
control.  On  the  other  hand,  the  highest  efficiency  and  economy  of 
service  are  secured  to  the  banks  by  their  officers  and  by  the  board  of 
advisers. 

PBOTEOTION  OF  OOLB  BESEBVES. 

The  Hill-Fowler  bill  affords  no  chance  to  the  United  States  Treasury 
or  to  banks  to  protect  its  gold  by  banking  methods,  while  united  banks 
can  protect  themselves  surely  and  safely. 

The  Walker  bill  affords  banks  the  same  chance  to  protect  themselves 
against  unreasonable  depletion  of  their  gold  as  the  banks  of  France,  of 
Germany,  of  England,  and  other  countries  do.  Under  it  no  call  for 
gold  under  any  circumstances  can  be  made  on  the  United  States  Treas* 
ury.  It  would  be  of  as  much  indifference  to  the  country  what  the 
Government  paid  out  as  what  John  Jones,  Sam  Smith,  or  anyone  else 
paid  out. 

The  Hill-Fowler  bill  provides  no  way  of  ending  the  liability  of  the 
United  States  Treasury  to  furnish  to  anyone  demanding  it  all  the  gold 
needed  by  banks,  or  by  domestic  or  foreign  brokers,  for  speculation  or 
to  ship  abroad. 

The  Walker  bill  ends  it  the  day  it  goes  into  operation. 

NO  BELIEF  TO  THE  TBEASUBY  BY  THE  HILL-FOWLEB  BILU 

The  Hill-Fowler  bill  holds  out  no  inducement  in  any  form  for  the 
banks  to  assist  in  relieving  the  United  States  Treasury  of  the  current 
redemption  of  one  dollar  of  United  States  notes  in  addition  to  theamoont 
their  bill  forces  them  to  take,  viz,  $157,872,024— less  than  half  of  them. 

The  Walker  bill,  in  addition  to  what  it  requires  banks  to  take,  has  so 
large  an  inducement  to  banks  to  assume  them  and  wholly  and  immedi- 
ately relieve  the  Treasury  of  all  of  them,  in  allowing  banks  to  issue  an 
amount  of  currency  equal  to  the  amount  of  United  States  notes  they 
assume  the  current  redemption  of,  that  the  banks  are  restricted  by  the 
bill  in  the  amount  they  can  take. 

PBOTBCTING  BEDEMPTION  0OLD, 

The  Hill-Fowler  bill,  in  full  operation,  makes  the  isolated  and  belplefoi 
country  banks  furnish  to  the  isolated  but  powerfol  city  banks  not  only 
all  the  gold  they  need  but  all  the  gold  needed  in  the  whole  system* 
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The  coantry  banks,  in  tnrn,  would  demand  the  gold  they  needed  of  the 
United  States  Treavsury,  making  conditions  worse  than  now — in  the  city 
banks  pntting  the  country  banks  between  them  and  disaster,  while  now 
the  city  bankers  or  brokers,  or  foreign  brokers  wanting  gold  to  ship,  go 
straight  to  the  Treasury  and  not  to  city  banks  or  country  banks. 

The  Walker  bill  combines  all  the  commercial  banks  in  the  country 
into  one  whole  to  furnish  gold  and  maintain  <^  parity,"  and  masses  all 
the  gold  in  the  country  in  two  or  three  centers  of  trade  to  protect  each 
and  every  bank  with  these  masses  of  gold  coin. 

The  Hill-Fowler  bill  compels  the  division  of  gold  in  3,000  to  10,000 
small  parcels  and  the  isolation  of  a  little  gold  in  each  bank.  Each  bank 
is  required  to  keep  its  gold  in  its  own  vault  for  itself  alone  and  redeem 
its  own  notes  in  gold  only.  The  country  bank  can  not,  in  the  nature 
of  the  case,  keep  enough  gold  to  protect  itself  against  a  senseless  scare 
among  its  customers  or  from  being  blackmailed  by  any  powerful  bank, 
broker,  or  any  operator,  either  for  revenge  or  for  pelf. 

The  Walker  bill  compels  all  the  banks  to  combine  to  maintain  parity 
and  to  protect  the  gold  of  each  solvent  bank. 

CLEABINO-HOUSE  CONDITIONS. 

The  Hill-Fowler  bill  requires  as  for  twelve  years,  from  1879  to  1891, 
the  United  States  Treasury  to  take  all  the  risk  and  be  at  all  the 
expense  of  the  clearing-house  system  and  the  current  gold  redemption 
of  legal- tender  and  Treasury  notes.  Then,  and  it  will  be  the  same  again, 
confidence  could  not  be  maintained  in  such  empirical  practices  without 
a  surplus  in  the  Treasury  as  large  as  was  then  held — hundreds  of  mil- 
lions, a  large  part  of  it  in  gold.  In  every  other  country  in  the  world  the 
banks  are  required  to  assist  and  sustain  the  Government.  The  Hill- 
Fowler  bill  would,  as  now,  compel  the  Government  to  support  the  banks. 

Under  the  Walker  bill  the  United  States  Treasury  would  only  touch 
the  national  clearing  house  as  a  fiscal  agent  and  depository  of  public 
moneys,  having  as  a  guaranty  of  the  safety  of  such  deposits  the  whole 
$2,000,000,000  of  cash  reserves  and  banking  capital  of  the  country  as  a 
guaranty  fund  for  its  payment  by  the  national  clearing  house.  The 
Treasury  could  in  no  event  incur  any  loss  or  be  put  to  any  expense,  as 
it  would  be  the  only  depositor  of  money  in  that  association.  Except 
in  the  Walker  bill,  or  its  equivalent,  there  is  no  possible  way  of  avoiding 
the  continuance  of  enormous  loss  to  the  people. 

It  provides  a  more  effective  and  far  safer  connection  of  the  Treasury 
of  the  United  States  with  the  principal  banking  clearing  house  in 
the  country,  and  relieves  the  United  States  Treasury  from  taking  all 
the  risks  and  being  subject  to  all  the  losses  that  are  involved  in  the 
clearing-house  business  of  the  country,  which  risk  it  carried  from 
the  resumption  of  specie  payments  in  1879  to  about  the  middle  of  1891, 
at  an  expense  to  the  people,  incurred  in  taxation,  of  about  $12,000,000 
a  year. 

The  Hill-Fowler  bill  contemplates  the  continued  use  of  the  New  York 
clearing-house  certificates,  which  are  sure  to  prove  at  some  time  a  most 
dangerous  and  unsatisfactory  emergency  currency,  as  compared  with 
legal-tender  currency,  to  all  excepting  the  banks  which  compose  it. 
Banks  in  other  parts  of  the  country  have  already  been  brought  into 
very  great  peril  by  their  use. 

Under  the  Walker  bill  United  States  legal-tender  notes  are  the  emer- 
gency currency  issued  to  allay  panics.  Their  advantage  over  <<bank 
correnoyi''  as  emergency  money,  is  incalculable. 
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OFFICE  OF  THE  OOMPTEOLLER  OF  THE  CURRENCY. 

The  Hill-Fowler  bill  abolishes  the  office  of  Comptroller  of  the  Our- 
rency  and  creates  a  "triple-headed"  executive  department,  thus  violat- 
ing every  principle  of  prompt,  efficient,  and  responsible  executive  action 
in  the  head  of  affairs,  and  still  further  by  limiting  their  terms  of  office. 
It  perpetnates  this  gross  injury  to  the  service  at  an  increased  expense 
of  $20,000. 

Under  the  Walker  bill  the  office  of  the  OomptroUer  of  the  Oiirrency 
remains  as  now,  excepting  the  Comptroller  is  made  many  times  more 
efficient. 

The  Hill-Fowler  bill  assumes  that  a  whole  community  can  be  arrested, 
tried,  and  punished,  in  providing  that  every  bank  in  the  country  shall 
be  put  in  liquidation  immediately,  if  gold  payments  are  suspended  by 
banks,  for  any  cause,  or  for  any  time,  longer  or  shorter.  If  an  earth- 
quake occurs  in  Charleston,  8.  C,  the  whole  city  shall  be  razed  to  the 
ground,  because  earthquakes  thereafter  may  be  normal  to  it.  Such 
extravagant  remedies  overreach  themselves,  and  are  equivalent  to  uo 
opposition  to  the  thing  deprecated,  and  no  penalty  at  all. 

Under  the  Walker  bill  a  penalty  tax  of  one-half  of  1  per  cent  on 
deposits  in  all  commercial  banks,  amounting  to  $13,401,836  per  annum, 
is  imposed  during  the  default. 

CURRENT  REDEMPTION. 

The  Hill-Fowler  bill  provides  the  most  cumbersome,  expensive,  annoy- 
ing, and  impracticable  machinery  for  the  current  redemption  of  the  three 
kinds  of  bank  currency  it  creates  that  could  be  devised,  and  it  makes 
it  so  inflexible  by  legal  provisions  with  one  class  of  notes  redeemed  in 
one  manner  and  two  kinds  in  another  place  and  manner,  as  to  create 
endless  confusion. 

It  provides  for  the  division  of  the  United  States  into  territorial  "  cur- 
rent redemption  districts."  This  division  of  the  country  into  redemi> 
tion  sections  is  made  to  apply  to  only  one  of  the  three  kinds  of  bank- 
currency  notes  provided  for  in  the  bill — '<  national-currency  notes.''  It 
also  provides  that  these  notes  shall  be  redeemed  in  one  way  and  at  one 
place«  and  the  ^'  national-bank  notes''  and  the  ^'national-reserve  notes" 
shall  be  redeemed  in  another  way  and  at  another  place — ^and  much  more 
of  the  same  sort. 

It  makes  all  three  kinds  of  its  bank  notes  a  legal  tender  between 
banks,  but  provides  that  no  bank  shall  pay  over  its  counter  on  a  check, 
etc.,  to  a  citizen  or  to  other  banks  a  ^*  nation  aicurrency  note"  if  the 
note  is  not  in  the  same  district  that  the  bank  issuing  it  is  located  in, 
unless  its  redemption  in  that  district  is  provided  for. 

Territorial  divisions  rigidly  fixed  and  the  notes  to  be  issued  in  that 
division  to  be  made  for  that  division  only,  is  as  impracticable  as  to 
restrict  the  mail  service  of  the  country  in  the  same  way. 

Under  the  Walker  bill  the  banks  are  simply  required  to  ^'  do  the 
thing,"  and  left  absolutely  free  to  do  it  in  the  cheapest,  quickest,  and 
safest  way  possible — in  any  way  satisfactory  to  them  and  agreeable  to 
the  Comptroller.  It  is  for  them  to  decide  sLnd  to  change  the  way  and 
place  as  oft«n  as  a  new  railway,  turnpike,  or  city  road  is  built,  or  one 
town  outstrips  its  rival.  Banks  must  vary  from  time  to  time  their  ways 
of  doing,  in  the  nature  of  the  case,  always  subject  to  the  approval  oi 
the  Comptroller. 
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TlBder  the  Walker  bill  the  one  kind  of  bank  note  provided  for,  paid 
oat  by  any  bank  anywhere  will  naturally,  immediately,  and  instantly, 
after  it  has  done  its  work,  find  its  way  back  to  the  bank  that  issnes  it 
as  a  letter  dropped  in  the  post-office  in  any  hamlet  finds  its  way  to  its 
destination.  Each  bank  bill  will  find  its  way  back  to  the  bank  that 
issues  it  in  precisely  the  same  way  and  in  the  same  package  with  the 
check,  draft,  bill  of  exchange,  or  other  money  obligation  issued  by  the 
same  bank  after  it  or  they  have  done  their  work  and  at  a  tithe  of 
the  expense  in  time  and  money  of  the  Hill- Fowler  plan.  It  never  will 
occur  to  anyone  to  ask  what  they  are  redeemed  in.  They  will  be 
redeemed  in  <^  bank  funds"  that  all  banks  agree  on  and  that  maintain 
parity,  or  all  banks  will  incur  the  penalty  tax. 

UNREASONABLE  USE  OF  GOLD  IN  HILL-FOWLER  BILL«. 

The  framers  of  the  Hill-Fowler  bill  see  only  gold  in  our  monetary 
system.  They  see  little  in  it  to  preserve  to  the  people  who  made  it. 
They  do  not  hesitate  to  assume  the  duties  and  exercise  the  right  of  the 
Committee  on  Coinage,  Weights,  and  Measures.  They  demonetize  sil- 
ver. They  destroy  the  United  States  legal-tender  notes.  They  reverse 
the  policy  of  the  country,  not  only  as  to  gold  and  silver,  but  as  to  paper 
money,  adding  two  more  kinds  to  the  present  bank-note  money. 

They  remove  the  guarantee  of  the  Government  from  a  large  part  of 
the  bank  money  used  by  the  people.  There  is  not  the  slightest  excuse 
for  such  radical  measures. 

In  the  Walker  bill  there  can  not  be  found  a  section,  a  paragraph,  a 
clause,  a  line,  or  a  word  that  makes  the  slightest  discrimination  between 
any  two  of  the  various  forms  of  our  coin  and  paper  money,  gold,  silver, 
United  States  notes.  Treasury  notes,  bank  notes,  etc. 

Its  author  sought  only  one  end,  viz,  to  compose  the  ills  and  to  correct 
the  iigustice  in  existing  conditions,  created  by  law,  and  in  doing  so  not 
to  unnecessarily  antagonize  the  views  of  a  single  citizen  in  the  whole 
country. 

VISIBLE  aoLD. 

There  was  in  the  country  <<  visible  gold"  (that  is  to  say,  besides  all  the 
gold  in  private  hoards  and  in  the  pockets  of  the  people)  in  banks,  in 
the  United  States  Treasury,  etc.,  in  1896,  $421,236,388.  It  has  increased 
since  to  nearly  $600,000,000.  Not  a  dollar  of  these  millions  of  gold  was 
available  to  our  banking  and  currency  system  excepting  that  in  the 
United  States  Treasury,  and  no  one  is  responsible  for  '<  maintaining 
parity "  but  the  Treasury.  We  have  more  gold  in  proportion  to  our 
requirements  than  any  other  country,  only  a  fraction  of  it  in  touch  to 
keep  the  parity  of  our  $1,000,000,000  currency. 

The  Hill  Fowler  bill  continues  the  same  inexcusable  policy  and  aggra- 
vates it.  It  requires  an  immense  amount  of  gold,  but  still  leaves  the 
United  States  Treasury  ultimately  responsible  for  maintaining  '^parity" 
and  to  furnish  to  banks  all  the  gold  they  demand  of  it. 

The  bill  requires  the  banks  to  carry  one-half  the  cash 

reserve  required  in  gold $144, 000, 000 

The  United  States  Treasury  to  carry 136,000,000 

Unvarying  total  amount  required 280, 000, 000 

Treating  silver  and  United  States  notes  simply  as  ourrencyy  it 
requiiea  &e  banks  to  redeem  their  notes  in  gold  on  demand. 
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The  allowing  the  ase  of  '*  national  reserve  notes"  in  redemption  is 
only  nominal.  Each  bank  stands  alone  to  redeem  in  gold  its  notes. 
Assuming  that  country  banks  will  take  out  60  per  cent  of  currency  to 
capital,  it  works  out  in  this  way: 

The  reserve  city  banks  keeping  50  x>er  cent  of  this  required 

cash  reserve  in  gold  and  on  notes  will  keep  in  gold tll9, 282, 035 

Country  banks,  50  per  cent  of  cash  in  gold    27, 466, 179 

Country  banks,  on  $267,913,749  bank  notes,  5  per  cent  in 
gold 13,396,687 

Total  of 160,143,901 

As  currency  and  deposits  are  identical,  this  is  equivalent  to  requiring 
61.2  per  cent  of  cash  reserve  in  city  banks  to  be  in  gold  and  an  equiva- 
lent of  74.3  per  cent  of  the  cash  in  the  country  banks  to  be  in  gold* 
The  $13,396,687  fund  to  be  kept  in  the  United  States  Treasury. 

HILL-FOWLEB  BILL  FAVORS  OITY  BAIfEB. 

The  city  banks  will  escape  all  responsibility  for  maintaining  '^parity,'' 
for  they  will  take  out  no  currency.  They  will  keep  the  '^national 
reserve  notes"  they  are  required  to  take  in  their  ^^cash  reserve," 
chaTiging  them  with  each  other  for  that  purpose,  the  national  reserve 
notes  required  in  the  central  reserve  cities  being  only  12  per  cent  to 
their  cash  reserve,  in  aU  other  reserve  cities  only  53  per  cent  to  their 
cash  reserve.  Not  a  dollar  of  their  notes  wiU  ever  be  presented  to  the 
**gold  current  redemption  fund"  to  draw  out  one  dollar  of  gold. 

On  the  other  hand,  the  national  reserve  notes  country  banks  are 
required  to  take,  being  182.6  per  cent  to  their  cash  reserve,  and  tbe 
amount  of  bonds  they  are  required  to  take  for  <<  national  bank  notes," 
will  make  335.2  per  cent  to  their  cash  reserve,  they  can  use  only  14.3 
per  cent  of  these  notes  in  their  cash  reserve.  They  will  therefore  be 
compelled  to  <^pay  out"  all  the  balance,  the  whole  equaling  about 
$158,000,000,  besides  the  $100,000,000  bank  notes. 

Under  the  old  Suffolk  system  the  total  currency  used  averaged  to  be 
redeemed  five  times  a  year. 

OUBBENOY  FLOWS  TO  OOMMEBCIAL  OENTEBS. 

All  currency  flows  to  the  commercial  centers,  to  be  returned  to  the 
country  banks  through  ^< current  redemption."  The  bill  compels  every 
dollar  of  this  $158,000,000  each  time  it  is  presented  for  redemption  to 
be  paid  in  gold.  It  puts  the  gold  redemption  fund  outaide  of  banks 
and  into  the  United  States  subtreasury.  This  is  done  to  make  sure 
that  the  mandate  of  the  law  compelling  actual  gold  redemption  is 
obeyed.    The  actual  gold  or  gold  drafts  must  be  ased  in  redeeming  it. 

Five  times  a  year  on  $158,000,000  makes  about  $70,000,000  of  gold  a 
month  used  in  redemption  and  constantly  flowing  from  country  banks 
into  city  banks ;  $800,000,000  each  year  if  only  $158,000,000  of  national- 
bank  currency  and  national-reserve  currency  is  used. 

How  do  you  like  this  bill,  wholly  in  the  interest  of  the  city  banks  1 
Will  a  bank  ever  be  organized  under  itf 

Where  are  the  country  banks  to  get  their  goldf  Out  of  the  United 
States  Treasury T  How  is  the  Treasury  to  get  this  goldf  Of  course 
the  city  banks  will  kindly  hand  it  over  to  the  Government  in  pleasant 
times,  when  everything  is  balmy.    How  when  it  storms  T    How  about 
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1893t  How  about  another  Gleveland-Oarlisle  ad  ministration  t  It  is 
as  sure  to  come  as  history  is  to  repeat  itself.  Sell  bonds,  of  course! 
Sell  $163,000,000  bonds  at  a  loss  of  $40,000,000,  as  Cleveland  did,  or 
$1,000,000,000,  and  just  as  many  as  unscrupulous  banks  or  foreign 
brokers  iuay  determine. 

The  Hill-Fowler  bill  leaves  the  (Jnited  States  Treasury  absolutely 
unprotected,  the  sport  of  the  most  unscrupulous  money  changers  and 
gold  brokers  that  can  be  found  anywhere  in  the  world. 

A  cablegram  costs  but  little.  The  door  of  the  United  States  Treasury 
opens,  for  the  delivery  of  gold,  into  every  Euroi>ean  broker's  ofBce— 
Israelite  or  Ghristian. 

PBOBLEH  OF  SILVER  BEDEMPTION. 

But  one  of  the  most  remarkable  hallucinations  developed  in  the  bill  is 
the  belief  that  with  $500,000,000  silver  in  circulation,  averaging  to  pass 
through  banks  in  deposits  from  traders  five  times  a  year,  or  $200,000,000 
a  mouth,  the  people  will  pay  the  traders  in  certificates  or  in  coin.  If 
the  banks  can  not  get  them  to  present  to  the  United  States  Treasury 
for  gold,  all  existing  banking  customs  must  be  reversed.  Bemember, 
the  bill  demonetizes  silver  dollars  and  provides  for  their  gold  redemp- 
tion at  the  Treasury.  It  provides  only  $25,000,000  gold,  and  that  the 
Treasury  must  keep  good,  to  redeem  in  gold  all  silver  presented  to  it. 
The  only  way  the  country  bank  can  get  the  gold  to  make  the  compul- 
sory gold  redemption  of  the  circulating  notes  is  to  get  it  out  of  the 
United  States  Treasury  or  beg  it  of  the  city  banks.  Problem :  With 
$25,000,000  gold  stock  in  the  Treasury  to  redeem  $200,000,000  a  month 
of  silver,  how  many  bonds  must  the  Treasury  sell  per  month  to  do  it  T 
Or,  how  much  gold  must  it  buy  directly  or  indirectly  of  the  banks  T 
Or,  how  will  it  run  the  New  York  clearing  house  as  an  adjunct  to  the 
United  States  Treasury?  How  long  will  Andrew  Jackson  lie  quietly 
in  his  grave,  or  who  cares  whether  he  lies  quietly  or  uneasily  T 

ASSUMING  X7NITED  STATES  NOTES. 

Under  the  Walker  bill  not  one  of  the  present  unjust  or  objectionable 
banking  or  Treasury  conditions  will  remain.  The  city  bank  will  have  to 
assume  the  current  redemption  of  United  States  legal-tender  notes 
equal  to  12^  per  cent  of  its  actual  capital,  and  the  strictly  country 
bank,  just  formed,  12^  per  cent  of  them  to  actual  capital. 

The  central  reserve  city  bank  will  not  be  let  off  with  buying  2.4  per 
cent  to  its  actual  capital  of  bonds  and  12.8  percent  of  national  reserve 
notes,  and  the  new  country  bank  have  to  buy  25  per  cent  of  both,  as 
iu  the  HillFowler  bOl,  ana  the  othei  central  reserve  cities  only  5.5  per 
cent  of  bonds  and  also  of  10.5  per  cent  of  national  reserve  notes  to  new 
banks  25  per  cent  of  both  bonds  and  notes.  It  requires  no  bonds 
whatever,  and  serves  every  bank  alike. 

The  Hill-Fowler  bill  provides  for  the  disposition  of  only  $157,872,000 
United  States  notes  by  banks.  It  only  requires  the  taking  of  them  by 
national  banks.  It  holds  out  not  the  slightest  inducement  for  banks 
to  assume  one  dollar  of  them  more  than  the  law  compels  them  to  take. 

The  Walker  bill  requires  all  commercial  banks,  national  and  State,  to 
assume  an  amount  equal  to  12^  per  cent  of  their  actual  capital,  which 
would  dispose  of  $168,071,000.  From  paying  out  the  Treasury  gold 
$146,000,000  would  be  disposed  ofl  The  losses  are  estimated  at 
$12,000,000,  leaving  a  balance  of  only  $20,000,000  for  banks  to  assume. 


i 
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The  Walker  bill  allows  banks  to  issne  cnrrency  against  their  assets 
at  once  for  every  dollar  of  United  States  notes  they  assume.  This 
inducement  is  so  great,  that  among  the  six  thousand  State  and  national 
banks  and  new  banks  there  would  be  found  enough  to  immediately 
take  up  many  times  this  amount 

The  Walker  bill  immediately  adjusts  the  holding  of  United  States 
notes  among  all  banks,  so  that  any  bank  having  an  excess  will  be 
relieved  of  the  excess  immediately — as  soon  as  any  bank  is  in  the 
system. 

The  Hill-Fowler  bill  provides  no  protection  to  the  specie  of  any  single 
bank.  Any  excitement  in  its  neighborhood  is  liable  to  wreck  the  most 
solvent  isolated  single  bank. 

Under  the  Walker  bill,  the  gold  of  all  the  banks  is  massed  to  defend 
the  gold  of  each  individual  bank,  by  the  combination  of  all  banks,  so 
that  no  '<  run ''could  possibly  be  made  on  anyone  bank,  and  all  the 
banks  combined  are  too  strong  to  meddle  with. 

HILL-FOWLEB  BILL  UNFAIR  TO  OOUIfTBY  BANKS. 

The  unfairness  of  the  Hill-Fowler  bill  as  between  city  banks  and 
country  banks  is  further  illustrated  by  the  percentage  of  bonds  to 
their  actual  capital  each  is  required  to  buy.  The  bill  is  carefully  drawn 
in  the  interest  of  banks  that  are  interested  in  speculation  in  bonds  as 
much  as  it  is  in  the  interest  of  banks  faithfully  serving  their  business 
customers. 

It  requires  of  the  central  reserve  city  banks,  as  a  license  fee  to  do  a 
banking  business,  the  buying  of  United  States  bonds  to  the  amount  of 
2.4  per  cent  of  their  actual  capital.  Newly  formed  banks  must  buy 
bonds  to  the  amount  of  25  per  cent  of  their  capital.  Other  reserve 
cities  the  amount  of  5.5  per  cent  of  their  actual  capital,  against  25  per 
cent  of  capital  of  banks  newly  formed. 

This  bill  would  not  have  gotten  out  of  the  committee  if  it  had  not  been 
BO  drawn  as  to  meet  the  wishes  of  those  who  were  determined  that  no 
bill  should  be  reported  that  did  not  first  of  all  protect  this  bond  privi- 
lege to  banks,  and  this  to  the  sacrifice  of  the  legitimate  commercial 
bank,  and  of  the  advantages  of  a  true  bank  currency. 

Banks  that  bought  bonds  at  80  to  90  cents  on  the  dollar  of  their  value 
in  prosperous  times  must  have  preserved  to  them  the  privilege  of  tak- 
ing out  currency  on  the  bonds  while  waiting  for  the  10  to  -0  per  cent 
profit,  that  they  may  loan  the  currency  they  take  on  these  bonds  to 
country  districts  that  are  prohibited  from  having  their  own  banking 
funds  by  the  national  law.  And  this  to  add  to  the  profits  of  banks  in 
speculating  in  bonds  or  still  more  to  favor  banks  in  localities  whioh 
have  an  excess  of  banking  funds  for  commercial  uses  and  are  investing 
them  in  bonds. 

BRANCH  BANKS. 

The  Hill-Fowler  bill  authorization  of  branch  banks  is  very  bad 
economics  as  compared  with  encouraging  the  local  independent  bank, 
and  still  worse  statesmanship. 

It  finds  no  justification  in  the  policy  of  our  free  banking  system  or 
in  any  amendment  of  it  proposed  in  this  bill. 

It  is  unwise  to  permit  powerful  city  banks  to  establish  branches  in 
places  of  4,000  inhabitants  or  less.  The  putting  its  local  agent  in  a 
place  with  no  interest  in  it  other  than  the  money  he  can  make  out  of  it 
for  his  nonresident  employeri  means  that  no  independent  local  bank| 
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managed  by  its  citizens,  can  be  established  in  the  town,  and  if  one  is 
there  it  mnst  go  oat  of  business. 

In  nine  cases  out  of  ten  local  banks  in  towns  are  formed  by  pablic 
spirited  citizens  to  get  a  fair  return  on  the  capital  they  put  in  the  bank, 
but  still  more  to  build  up  the  town,  by  assisting  other  citizens  to 
capital  with  which  to  do  their  business. 

The  agent  of  the  city  bank  may  for  a  time  loan  money,  in  '^  good 
times,''  at  rates  to  drive  out  the  country  bank,  and  in  times  of  strin- 
gency the  fands  with  this  coantry  agent  will  be  sure  to  be  immediately 
returned  to  support  the  city  bank.  The  customers  of  the  country 
agency  will  be  sacrificed  to  the  necessities  of  the  parent  bank. 

Generally  there  are  two  stores  in  a  town.  In  times  of  excitement 
each  is  the  headquarters  of  one  political  party.  The  agent  of  the  parent 
bank  knows  the  politics  of  his  city  employer,  and  again  the  bestowal  of 
his  favors  is  liable  to  be  influenced  by  his  own  politics. 

But  our  choice  must  be  made  between  one  great  <^  United  States 
Bank  "  with  ten  thousand  branches,  and  on  the  other  hand  ten  thou- 
sand independent  local  banks,  united  together,  that  all  in  union  may 
support  each,  and  thus  all  together  make  each  secure  in  times  of 
stringency  or  in  threatened  or  actual  panic,  as  in  the  Walker  bill. 

There  is  no  possible  relief  of  the  Treasury  condition  or  any  other 
way  of  saving  to  the  people  a  loss  now  made  of  $50,000,000  to 
$60,000,000  annually  in  excessive  interest  charges.  It  can  not  be  done 
by  the  isolated  banks  of  the  Hill-Fowler  bill. 

INDEPENDENT  LOOAL  BANKS. 

Under  the  Walker  bill  independent  banks  will  be  formed  in  every 
considerable  town  by  its  leading  citizens  and  in  the  immediate  future. 

Each  bank  will  necessarily  have  in  its  direction  the  two  storekeepers. 
It  will  necessarily  have  Republicans,  Democrats,  and  Populists  in  its 
management.  There  are  not  enough  men  in  either  party  alone  so  situ- 
ated as  to  maintain  the  bank. 

The  four  chief  agents  in  civilization  are  the  home,  the  church,  the 
school,  and  the  bank.  To-day  every  man,  rich  or  restricted  in  his 
means — merchant,  manufacturer,  farmer,  or  what  not — must  at  times 
have  more  or  less  assistance  with  money  borrowed  of  banks,  or  suffer 
great  loss  in  lower  prices  for  his  products  or  shrinkage  of  value  of  his 
property.  Millions  are  thus  lost  every  year  by  farmers  and  others  in 
the  United  States  because  banks  can  not  live  in  country  districts  under 
the  law  as  it  now  is. 

But  still  more  the  bank  is  the  greatest  instrument  of  substantial 
progress,  in  helping  forwanl  wise  schemes  and  advising  against  the 
unwise. 

It  is  in  the  directors'  room  of  the  country  bank  that  talk  never  ceases 
as  to  how  the  progress  of  a  town  can  be  secured,  property  be  made  to 
increase  in  value,  and  a  greater  home  market  for  the  products  of  the 
farm  secured;  better  and  cheaper  freight  rates,  better  markets  every- 
where for  the  home,  shop,  and  factory;  better  county  roads;  a  gas 
plant;  better  country  and  town  buildings;  better  schoolhouses,  better 
church  edifices,  better  everything.  When  five  or  more  reputable 
citizens  of  a  town  get  their  capital  together  to  form  a  bank,  it  means 
that  the  town  must  take  on  new  life  and  every  citizen  of  the  town  will 
be  more  enterprising  and  successful. 

In  the  bank  not  only  all  theories  of  coinage,  paper  money,  credit,  and 
bofiinesB  methods  are  diacussed  by  the  (Srectors  and  officers  of  the 
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bank,  bat  by  every  bnainess  man  and  fanner  in  the  neighborliood— by 
every  man  who  goes  into  tiie  bank — ^not  only  discussed,  bat  tested  in 
practice. 

The  Walker  bill  conserves  and  magnifies  all  these  forces  for  good  in 
encoaraging  the  formation  of  local  banks.  As  compared  with  the  good 
done  by  an  independent  conntiy  bank,  with  its  immeasurable  progres- 
sive influences  for  good,  what  can  the  single  excellent  individual  and 
honest  money  lender  do,  who  is  sent  into  the  town  by  the  city  bankf 

A  bank  established  in  a  town  serves  the  whole  body  of  towns  adjoin- 
ing, and  would  reduce  prices  on  goods  to  the  farmers  very  considerably. 
It  is  said  goods  are  uniformly  sold  at  retail,  where  cash  is  paid,  from  5 
to  10  per  cent  less  than  where  payments  are  made  only  once  or  twice  a 
year.  The  country  merchant  is  now  the  farmer's  banker,  at  a  cost  to 
the  farmer  in  increased  prices  on  all  the  farmer  buys  of  from  5  to  10 
per  cent  over  what  the  prices  would  be  were  there  a  bank  in  his  neigh- 
borhood. He  could  borrow  money  of  the  bank  on  his  own  note,  which 
he  could  pay  at  the  dates  at  which  his  hogs,  or  horses,  cattle,  wheat, 
com,  oats,  rye,  flax,  or  cotton,  etc,  were  ready  for  market. 

OLEABINa  HOUSES. 

The  Hill-Fowler  bill  undertakes  the  impossible  in  laying  obligations 
on  clearing  houses  having  no  legal  existence. 

Under  the  Walker  bill  every  clearing  house  in  the  country  is  made  a 
body  corporate  to  deal  with  under  the  law  and  brought  into  the  system, 
and  every  commercial  bank  as  welL 

The  Hill-Fowler  bill  needlessly  antagonizes,  in  very  many  of  its  pro- 
visions, nearly  every  notion,  opinion,  economic  and  political,  and  the 
experience  of  our  70,000,000  of  people. 

WALKER  BILL  OFFENDS  NO  PKBJUDIOES. 

The  Walker  bill  takes  cognizance  of  every  notion,  opinion,  preju- 
dice, etc.,  of  gold  men,  silver  men,  greenbackers.  Government  sub- 
treasury  men,  and  Government  currency  2  per  cent  loan  men.  Not 
one  of  them  can  consistently  vote  against  the  Walker  biU.  Every  one 
of  them  claims  to  desire  that  all  paper  money  and  coin  money  shall  be 
kept  at  a  parity,  which  the  Walker  bill  provides  for  doing. 

The  Hill- Fowler  bill,  with  its  restrictive  features,  and  annulling  their 
charters  at  the  end  of  a  year,  could  have  only  one  outcome  to  all  national 
banks,  viz,  to  drive  every  one  of  them  out  of  the  national  system  and 
into  reorganizing  under  State  laws,  or  drive  them  out  of  business. 

The  Walker  bill,  on  the  other  hand,  leaves  banks  far  more  freedom 
than  now  to  safely  conduct  their  business  under  it  and  brings  every 
^<  commercial  bank  "  into  the  national  system  and  makes  the  position 
of  every  one  of  them  absolutely  secure  in  any  event,  excepting  in  making 
unsafe  loans  and  from  dishonesty  among  its  officers. 

SOUTH  AND  WEST  WOULD  DEVELOP  BANEINa  UNDEB  WALKER  BILL. 

Bank  funds  are  now  so  abundant  in  the  New  England,  the  Eastern, 
and  Middle  States  that  they  can  not  find  employment  in  strictly  com- 
mercial business.  A  large  proportion  of  them  are  now  invested  in 
United  States  and  other  bonds.  One  hundred  million  dollars  and  more, 
because  of  their  abundance,  are  now  loaned  in  Europe  o^  calL  Pass  tbe 
Walker  bill  and  allow  the  Southern,  Western,  and  Paciflo  States  to 
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ftally  develop  their  banking  and  carrency  interests  under  the  only  law 
yet  proposed  that  m  akes  it  x>088ible  to  them  to  do  so,  and  interest  rates  on 
loans  made,  on  the  same  security,  to  the  same  amount,  and  on  the  same 
time,  would  be  very  nearly  as  low  all  over  the  country  as  in  cities*  and 
lower  than  in  any  European  country,  not  excepting  Great  Britain. 
Europe  could  not  keep  gold  unless  her  interest  rates  were  as  high  or 
higher  than  ours. 

If,  besides,  a  banking  committee  of  the  House  could  be  appointed 
with  sufficient  wit  to  report  and  secure  the  passage  of  the  interna- 
tional American  bank  bill,  within  a  comparatively  brief  time  the 
money  center  will  be  moved  from  London  to  New  Y9rk  or  Chicago. 

HILL-FOWLBS  BILL  NOT  DBAWN  ON  ECONOMIC  PBINCIPLBS. 

Finally,  the  Hill-Fowler  bill,  like  the  existing  national  banking  law, 
is  not  drawn  on  any  recognized  principles  of  economics  and  sound  bank- 
ing principles.  Its  requirements,  prohibitions,  and  penalties  are  not 
justified  by  experience. 

The  Walker  bill  is  drawn  in  accord  with  true  economic  law  and  sound 
banking  principles,  and  every  requirement,  prohibition,  and  penalty  is 
justified  by  the  testing  of  every  line  of  it  by  the  experience  of  the  good 
and  bad  State  banks  for  years  previous  to  1862,  by  the  experience  of 
our  nationiJ  system  for  thirty  years,  and  by  the  experience  of  France, 
Germany,  Great  Britain,  etc 

If  anyone  will  point  out  an  excellence  in  the  banking  laws  of  any 
country  not  included  in  it,  or  a  provision  in  it  not  consistent  with 
exi)erience  and  the  very  best  results  of  financial  and  banking  expe- 
rience of  the  world,  when  it  is  shown  the  bill  will  then  be  corrected 
accordingly,  or  abandoned.  I  only  remark  that  one  bank,  with  all 
other  branche^i'or  all  banks  as  integral  parts  of  one  whole,  are  only 
admissible. 

If  any  performance  fell  so  far  short  of  the  announcement  of  the  play 
on  the  bill  boards  as  the  various  bills  referred  to  the  Committee  on 
Banking  and  Currency,  or  prepared  by  some  members  of  it,  have  of  the 
commendations  of  them  sent  broadcast  over  the  country  by  the  Mone- 
tary Commission,  the  audience  would  do  as  much  credit  to  their  sense 
of  justice  as  iSiej  would  discredit  to  their  patience,  by  mobbing  the 
performers* 

BBCAPITULATION. 

The  Hni-Fowler  bill  does  none  of  the  following  things,  the  doing  of 
which  is  made  certain  by  the  Walker  bill : 

1.  The  Walker  bill  makes  sure  the  maintenance  of  parity  between 
all  forms  of  our  existing  money  by  the  banks. 

2.  Betains  the  actual  use  of  gold  and  silver  money  by  retiring  all 
silver  certificates  and  all  gold  certificates. 

3.  Does  not  impound,  retire,  or  change  the  existing  United  States 
legal-tender  notes. 

4.  It  provides  for  only  one  kind  of  paper  money,  viz,  a  national-bank 
bill  as  securely  guaranteed  by  the  Government  as  the  present  national- 
bank  notes. 

5.  It  relieves  our  hazardous  situation  in  case  of  panic  or  reverses 
in  war. 

6.  It  reduces  interest  rates  on  loans  by  country  banks  from  one- third 
to  one-hal£ 
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7.  It  absolately  and  forever  relieves  the  United  States  Treasury  of 
the  current  redemption  of  any  form  of  paper  money  by  putting  it  on 
banks. 

8.  It  does  not  pile  up  vast  sums  of  money  in  the  Treasury  to  create 
discontent  among  the  people. 

9.  it  furnishes  no  needless  opportunity  or  encouragement  to  the 
hoarding  of  gold. 

10.  It  furnishes  a  currency  the  hoarding  or  destroying  of  which 
makes  lower  the  rate  of  interest  by  banks  and  helps  the  United  States 
Treasury. 

11.  It  gives  every  dollar  of  currency  as  explicit  and  available  a 
Government  guarantee  as  now. 

12.  It  unites  all  banks  of  the  country  in  an  organization  to  guaran- 
tee the  parity  of  all  United  States  notes,  silver  coin,  gold  coin,  and 
national-bank  notes,  as  solid  and  secure  as  the  Bank  of  France,  and 
more  so  than  the  banks  of  any  other  nation  excepting  France. 

13.  It  builds  np  this  fabric  by  units  as  separate,  distinct,  and  inde- 
pendent as  is  the  citizen  in  a  town  who,  acting  together  with  his  fel- 
lows, makes  a  body  politic. 

14.  It  thus  takes  careful  cognizance  of  every  phase  of  political  and 
economic  thought  among  the  people. 

The  Hill-Fowler  bill  takes  no  cognizance  of  the  political  situation, 
and  needlessly  offends  the  great  mass  of  the  voters. 

Bryan's  vote,  6,500,000;  McKinley,  7,000,000. 
Bryan  2,000,000  crazy  for  silver. 

2,000,000  frenzied  by  the  present  banking  and  currency  situ- 
ation and  care  nothing  for  free  coinage  of  silver. 
2,500,000  care  nothing  as  to  what  principles  the  Democratic 
platform  preaches  or  for  silver.    They  are  for 
the  *<  machine." 


6,500,000 

1,000,000  Eepublicans  are  earnestly  for  the  unlimited  coin- 
age of  silver,  but  are  more  for  what  the  Repub- 
lican party  represents  in  other  things  than  for 
silver. 

6,000,000  voters  are  more  or  less  suspicious  or  opposed  to 
national  banks,  and  almost  wholly  on  accoant 
of  thQ  use  of  United  States  bonds  by  banks  to 
get  currency  notes  on. 

15.  The  margin  of  3^  per  cent  of  sound-money  voters  is  dangerously 
smaU.  We  must  win  from  those  among  the  people  who  want  a  better 
currency  system  enough  votes  to  make  sound  money  safe,  and  must  also 
keep  the  1,000,000  Silver  Republican  voters  for  maintaining  parity. 

16.  How  can  we  do  itt 

Kot  by  telling  the  people  that  we  have  changed  the  paper  money  they 
will  hereafter  carry  in  their  pockets  into  bills  not  guaranteed  by  the  Oav- 
emment  as  the  HillFoicler  bill  does.  Not  by  giving  the  people  anything 
any  less  secure  than  they  now  have.  But  that  in  changing  the  paper 
money  and  leaving  out  the  bonds  we  have  kept  the  Oovernment  guarantee., 

17.  Neither  can  we  tell  the  people  when  we  meet  them  face  to  face  in 
their  primary  meetings  that  we  have  given  them  two  kinds  of  paper 
money — one  they  can  never  lose  a  dollar  on,  however  poor  the  bank 
issuing  it  may  be,  for  the  Government  is  behind  it;  and  another  that 
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they  must  look  to  the  bank  only  to  pay  in  case  of  insolvency.    As  a 
party  measure,  such  a  statement  would  be  worse  than  to  do  nothing. 

18.  We  had  better  stop  here  and  now,  and  carefully  examine  our 
position  as  to  all  the  bills  before  us,  Fowler  bill,  Gage  bill,  McGlary 
bUl,  Hill-Fowler  bill,  commission  bill,  Walker  bill. 

The  first  section  of  my  bill  involves  this  question  of  what  currency 
we  shall  provide. 

What  inducements,  what  reason,  can  we  give  for  the  change  from 
what  now  ist 

What  are  the  charges  made  against  national  banks? 

I^ational  banks,  $100,000  capital.  (1)  Banks  buy  $100,000  of  bonds, 
on  which  they  get  4  and  5  per  cent  interest.  Then  they  (2)  take  them 
to  the  Government  Treasury  and  get  $90,000  currency  for  the  bonds, 
and  loan  the  currency,  getting  (3)  from  4  to  10  per  cent  interest  on  this 
currency. 

Interest  on  the  bonds  averages  4^+4=  8  per  cent.  ^ 

4|+6=10j^  per  cent.  >  gotten  by  banks. 
4|+S=12| percent.  ) 

The  usual  reply: 

(1)  Every  dollar  of  currency  is  secured  by  the  pledge  of  a  United 
States  bond  in  the  Treasury  of  the  United  States. 

(2)  You  can  not  have  a  safe  currency  unless  its  payment  is  made  sure 
by  the  guarantee  of  the  United  States. 

(3)  No  holder  of  a  currency  note  has  ever  lost  a  dollar  on  a  note  of 
an  insolvent  bank  since  we  had  national-bank  notes.  Unlike  the  old 
State  banks. 

(4)  We  have  the  best  banking  system  in  the  world,  because  our  cur- 
rency notes  have  absolute  security  in  the  guarantee  of  the  United  States. 

Bejoinder: 

(1)  Secured  currency.  What  good  does  that  do  usT  It  may  be 
secured,  but  we  have  no  currency  in  our  part  of  the  country,  and  can 
not  get  it. 

(2)  We  can  not  borrow  it  at  any  price. 

(3)  We  have  plenty  of  property — hogs,  horses,  cattle,  sheep,  hay,  oats, 
com,  wheat,  but  no  money. 

(4)  We  want,  and  will  have,  more  money. 

(5)  What  good  is  it  to  us  that  currency  is  absolutely  safe  to  the  holder 
if  we  can  not  get  any  to  "hold!'' 

Reply : 

(1)  Money  is  plenty.    There  never  was  so  much  money. 

(2)  The  Treasury  reports  show  double  the  money  now  for  each  man, 
woman,  and  child  that  there  was  before  the  war  or  after  the  war  closed. 

(3)  Anyone  who  has  anything  to  sell  can  get  money  enough. 

(4)  Anyone  can  borrow  money  that  has  anything  to  borrow  it  on. 

Bejoinder: 

(1)  I  know  money  is  not  plenty.  I  do  not  care  what  the  Treasury  or 
any  other  ^^  reports  show.^ 

(2)  We  are  determined  to  have  more  money. 

(3)  We  never  had  any  more  things  to  sell,  nor  more  of  them,  than 
now. 

(4)  But  we  have  to  sell  them  immediately  when  they  mature. 

(5)  We  can  not  borrow  any  money  to  hold  them  until  we  can  get  fair 
prices. 

B  &o 12 
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(6)  We  sell  them,  and  when  the  speculators  have  skinned  as  of  all 
we  have  raised  at  line  pt-ices  we  hear  that  prices  have  gone  up  5, 10^  15, 
or  20  per  cent. 

(7)  We  will  try  the  unlimited  coinage  of  silver  if  we  can  not  get  any- 
thing else. 

Keply : 

^1)  Unlimited  coinage  of  silver  will  do  you  no  good.  How  are  yon 
going  to  get  the  silver  after  it  is  coined! 

(2)  The  Government  can  only  get  it  out  by  paying  it  out. 

(3)  You  can  not  get  it  unless  you  work  for  it  or  sell  something  for  it 
which  you  have  worked  to  raise,  etc 

(4)  A  50-cent  foliar  can  not  help  you. 

(5)  Even  that  will  not  be  given  you,  etc. 

Rejoinder: 

Yes;  I  know  that;  but  I  can  not  be  any  worse  off.  The  bankers  and 
their  mends  and  neighbors  get  all  the  money  they  want.  I  can  borrow 
no  money  when  I  have  as  much  property  in  hogs  that  will  be  marketed 
in  three  or  four  months.  My  wheat,  com,  oats,  barley,  horses,  beef,  etc, 
are  as  good  as  any  man's  property.  1  can  not  be  any  worse  off,  and  I 
will  try  unlimited  coinage  of  silver  anyway,  and  take  the  chances. 

This  is  not  argument  or  reason,  but  it  is  exactly  the  condition  of  mind 
6,500,000  voters  are  in,  or  worse. 

Peply : 

What  can  bb  said  on  the  stump — 

We  are  called  gold  bugs,  gold-standard  men,  etc.,  etc.  We  are  not 
single  gold-standard  men,  if  you  mean  by  that  that  we  have  changed* 
We  are  now  where  we  have  been  since  the  Government  was  bom — ^for 
having  the  best  money  in  the  world ;  and  will  keep  each  form  of  oar 
money — ^paper,  silver,  and  gold — at  a  parity  with  every  other. 

HOW  THE  WALKER  BILL  HELPS  THE  PEOPLE. 

People  ought  to  get  paper  money  for  the  asking,  if  they  will  keep  it 
as  good  money  as  the  world  ever  saw,  and  not  other  ways. 

(1)  Any  of  you  five  men  can  get  together  $25,000,  which  is  as  little 
capital  as  can  be  made  to  pay  expenses  in  a  bank  and  make  it  safe,  and 
can  go  to  the  United  States  Government  and  get  $25,000  of  notes,  pay- 
ing only  the  cost  of  printing.  Then  the  five  men  can  make  the  $25,000 
of  notes  they  get  their  own  notes  by  having  the  president  and  cashier 
sign  them.  Then  these  five  men  can  circulate  them  as  money.  Bat 
you  say  that  is  the  way  they  used  to  do  before  the  war,  and  we  do  not 
like  that  kind  of  money. 

(2)  Yes;  but  the  Government  did  not  guarantee  that  money,  and  it 
doe.s  this  money.  The  money  I  am  talking  of  is  guaranteed  by  the 
United  States  just  as  surely  as  it  is  now.  It  is  exactly  the  same  money 
as  we  now  have.  It  has  the  Government  guarantee,  as  we  have  always 
told  you  it  must  have,  in  order  to  be  good  money.  The  only  difference 
is  this: 

Now,  the  Government  issues  its  bond,  sells  it  to  the  bank,  and  the  bank 
puts  it  back  in  the  hands  of  the  Government  that  made  the  bond,  takes 
notes  for  it,  goes  home,  and  makes  those  notes  its  own,  exactly  as  under 
our  law,  by  signing  them  by  the  president  and  cashier  of  the  bank,  and 
uses  them  as  money  as  now.    But  now  the  GK>vernment  takes  the  capital 
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of  the  banks  so  the  people  can  not  borrow  it,  bat  pays  the  bank  4  or  5  per 
cent  interest  on  the  bonds,  and  the  bank  also  gets  interest  on  the  bank- 
note money  it  got  on  the  bond.  Under  onr  law  the  Government  pays 
the  bank  nothing.  The  Government  makes  the  notes  we  have  provided 
you  precisely  the  same  money  as  to  securities  as  the  present  notes,  in 
case  the  bank  fails,  by  writing  in  the  statutes  that  every  one  of  the 
notes  shall  be  immediately  paid  ont  of  the  United  States  Treasury  if 
the  bank  fails;  and  the  Government  shall  then  take  all  the  property  of 
the  bank  to  pay  itself  with  the  property  of  the  bank,  and,  besides  that, 
it  makes  all  the  banks  pay  a  tax  on  all  these  notes  all  the  time,  and 
enough  to  make  up  any  loss  it  could  possibly  make  in  paying  these 
notes,  and  several  times  as  much  as  any  loss  could  be. 
(3)  What,  then,  have  we  donet 

A.  We  have  given  yon  a  paper  money  as  much  guaranteed  and  made 
secure  by  the  Government  in  case  the  bank  fails  as  now — the  same  as 
it  has  always  been. 

B.  The  people  have  always  complained  that  the  banks  got  interest 
paid  to  them  twice,  once  by  the  Government  on  the  bonds  put  up  and 
then  by  the  borrower.  We  have  stopped  the  Government  interest  to 
banks  on  the  bonds  by  taking  out  of  the  law  the  right  of  only  the 
bondholder,  as  you  have  said.  You  have  always  sahl  ^*a  man  must 
become  a  bondholder  to  get  paper  money."  Our  law  allows  any  five 
reputable  citizens  to  get  it  without  having  to  first  buy  bonds  and  then 
put  up  its  825,(K)0  capital  in  the  bonds  as  a  guaranty  to  keep  their  bank 
notes  as  good  as  our  greenbacks. 

C.  We  have  done  more.  We  have  put  upon  the  banks  the  duty  of 
keeping  all  our  money — greenbacks,  silver  dollars,  gold  dollars,  and 
bank  notes — each  and  all  as  good  as  the  best  money  in  the  world  by 
keeping  all  at  a  parity. 

Every  greenbacker  says  that  must  be  done. 

Every  man  favoring  unlimited  coinage  of  silver  says  that  must  be 
done. 
Every  bank  man  says  that  must  be  done. 
Our  law  does  exactly  what  all  classes  of  people  say  they  want  done. 

D.  It  cost  the  United  States  Treasury  from  $12,000,000  to  $20,000,000 
a  year  to  keep  our  money  at  par,  which  is  taken  out  of  you  by  taxation, 
in  the  last  twenty  years.  We  have  stopped  all  that,  besides  the  hun- 
dreds of  millions  in  indirect  taxation.  It  has  been  cheap  at  its  cost, 
rather  than  not  have  it  done  by  anyone;  but  now  the  banks  must  do  it 
in  future,  as  banks  do  in  all  other  countries,  and  at  no  cost  to  you,  or 
cost  to  them,  as  to  that  matter. 

E.  We  have  also  required  in  the  bill  that  when  a  bank  note  gets  into 
New  York,  Chicago,  or  any  other  city  it  shall  be  sent  home,  to  be  loaned 
there.  They  can  not  pile  notes  up  in  New  York  by  the  hundred  million 
under  our  bill,  as  they  do  now. 

F.  As  any  nve  of  you  can  get  together  and  form  a  bank,  with  the 
money  to  put  up  in  order  to  make  the  bank  notes  you  get  secure  and 
not  be  obliged  to  use  up  your  capital  in  first  buying  bonds,  money 
can  not  be  <^ cornered"  or  excessive  interest  charges  be  made  on  it  by 
banks. 

G.  Under  our  law  you  can  borrow  such  money  nearly  one-third  (cer- 
tainly one-fourth)  less  than  the  interest  now  is  on  our  present  bond 
money,  for  the  reason  that  bond  money  uses  up  the  capital  you  put  up 
in  buying  the  bonds. 

n.  Under  our  bill  the  people  have  the  $25,000  capital  to  borrow,  and 
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$25,000  bills  also,  as  they  do  in  Canada,  Scotland,  France,  Germany, 
and  every  other  country,  and  can  therefore  loan  money  as  cheap  here 
as  in  Enrope. 

Remember,  in  all  this  talk  and  in  no  talk  ever  made  was  the  mind  of 
a  single  one  of  the  average  voters,  making  three  fourths  of  our  voters, 
ever  cleared  up  on  the  proposition  that  the  banker  did  not  get  4  to  5 
per  cent  on  his  bonds,  and  4,  6, 8,  or  10  per  cent  interest  in  addition  on 
the  currency  paid  out  by  the  banks. 

That  belief  remains;  and  that  belief  and  the  further  fact  that  there 
is  now  no  bank  in  many  considerable  centers  of  business  throughout 
many  sections  of  the  country  to  make  the  people  loans  at  reasonable 
rates  of  interest,  and,  still  more,  educating  a  body  of  citizens  connected 
with  banks  to  post  up  the  citizens  on  the  real  facts,  and  thus  steady 
public  opinion  with  their  knowledge  and  experience,  has  done  more  to 
prepare  the  minds  of  the  people  to  receive  the  seed  of  the  error  of 
unlimited  coinage  of  silver  by  our  country,  without  the  help  of  other 
countries,  than  its  adherents  have  done  to  propagate  that  error. 

The  only  conceivable  cure  of  it  is  in  setting  a  back  fire  in  increased 
free  but  sound  bank  currency. 

The  people  have  a  moral  right  to  this  free  and  <' true  bank  currency," 
such  as  the  people  in  every  other  country  have,  such  as  is  provided  in 
the  Walker  bill,  H.  R.  10333. 

Not  one  of  these  statements  can  be  truthfully  made  of  the  Hill-Fowler 
bm. 

BANK  OF  ENGLAND. 

In  addition  to  what  has  been  already  said  in  objection  to  grafting  on 
to  our  bad  banking  system  the  one  bad  feature  of  the  otherwise  most 
excellent  Bank  of  England  system,  I  wish  to  say  that  the  belief  of 
some  sincere  friends  of  reform — that  we  can  correct  admitted  evils  by 
a  system  of  Treasury  bookkeeping,  as  in  the  Bank  of  England,  while 
$1,000,000,000  to  $1,200,000,000  still  remain  as  demands  for  gold  on  the 
United  States  Treasury — is  the  most  fatuous  of  all. 

The  Bank  of  England  system  of  issuing  currency  could  by  no  stretch 
of  the  imagination  be  thought  by  sound  financiers  to  have  any  chance 
of  adoption  m  England  today  were  it  an  original  proposition. 

If  the  Bank  of  England  system  was  not  urged  on  us  ex  cathedra, 
no  one  would  think  of  adopting  it 

Nearly  the  whole  body  of  Euroi>ean  financiers,  and  English  as  well, 
believe  the  restriction  of  its  note  issue  to  be  the  one  defect  in  the  Bank 
of  England  system,  with  reference  to  the  pretended  greater  security 
given  to  the  business  and  commerce  of  Oreat  Britain  in  preventing  or 
allaying  panics  by  its  method  of  issuing  currency,  over  and  above  the 
method  pursued  by  the  Bank  of  France,  the  Bank  of  Germany,  or  in 
Few  England  under  the  Suffolk  system,  from  1840  to  1864,  which  lat- 
ter I  believe  to  have  excelled  all  others,  excepting  the  Scotch.  No  one 
believes  in  it,  and  yet  it  is  proposed  to  foist  the  semblance  of  this  sys- 
tem, but  in  a  far  more  objectionable  form  on  our  present  chaotic  system, 
or  rather  want  of  system.  The  claim  that  the  internal  arrangements 
of  the  Bank  of  England  required  by  law,  as  to  keeping  its  accounts 
and  its  gold  (for  that  is  the  sum  and  substance  of  the  whole  contro- 
versy), gives  any  greater  security  to  the  creditors  of  the  bank  and  to 
the  business  interests  of  Great  Britain,  or  makes  its  currency  any  more 
secure  than  are  the  currency  notes  of  the  institutions  named,  is  wholly 
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anfoanded.  The  highest,  and,  in  fact,  the  only  substantial  approval 
in  f  nance  is  imitation,  and  the  Bank  of  England  system  has  been 
unanimously  condemned  in  not  being  adopted  by  a  single  bank  in  the 
world  during  the  fifty-three  years  of  its  existence.  The  Bank  of  Eng- 
land is,  first  of  all,  the  commercial,  and  still  more  the  gold,  clearing 
house  of  the  world,  rather  than  a  bank  proper.  That  it  is  managed 
with  consummate  ability,  by  ^'giants  in  the  land,"  is  not  disputed, 
but  its  success  is  believed  by  nearly  the  whole  body  of  the  practical 
financiers  in  Europe  to  be  not  because  of,  but  in  spite  of,  its  system  of 
issuing  currency.    Its  position  is  unique. 

It  is  proposed  in  the  Hill-Fowler  bill  to  go  further  even  than  the 
Bank  of  England  in  making  our  legal-tender  notes  purely  gold  certifi- 
cates. 

The  Bank  of  England  notes  are  not  gold  certificates  in  form  or  sub- 
stance, as  distinguished  from  the  notes  of  the  Bank  of  Germany  or  the 
Bank  of  France. 

The  issue  department  of  the  Bank  of  Enghuid  held  gold  te  the  amount 
of  only  66  per  cent  of  the  currency  it  had  outstanding  on  December  9, 
189G,  as  shown  by  the  Bankers'  Magazine,  London,  England.  It  is 
therein  reported  that  in  1847  the  bank  held  gold  te  48.84  per  cent  of 
its  notes  in  circulation,  48.75  per  cent  in  185G.  In  1857  it  held  gold  to 
41.23  per  cent.  In  1860  it  held  65.21  percent,  on  October  3, 1889, 73.37 
per  cent,  ete.,  ete.  To  its  total  gold  liabilities  a  comparatively  small 
X>er  cent,  while  not  only  English  merchants,  but  the  commerce  of  the 
world,  looks  to  the  $150,000,000,  more  or  less,  gold  in  the  Bank  of  Eng- 
land for  gold  exchange. 

The  Bank  of  England  law  gives  no  preference  to  its  obligation  in  the 
form  of  a  Bank  of  England  note  over  any  other  form  of  its  total  obli- 
gations of  $450,000,000  in  the  requirement  that  it  shall  pay  gold  on 
every  demand. 

The  provision  of  law  requiring  the  bank  to  maintain  two  departments, 
one  of  issue  and  another  of  discount,  is  purely  a  matter  of  book- 
keeping, in  that  the  same  men  are  one  and  the  same  corporate  person, 
managing  its  issue  department  and  also  its  discount  department,  and 
invariably  with  the  two  departments  as  one  corporate  person  does 
every  customer  deal.  That  is  to  say,  the  law  recognizes  only  one  cor- 
porate person  in  the  Bank  of  England.  This  is  incontestably  true. 
The  law  simply  defines  how  this  person  shall  act.  How,  then,  can  it 
be  said  that  each  department  has  an  autonomy  of  its  own,  or  increases 
ito  ability  to  maintain  gold  payments,  or  that  its  security  is  increased 
or  diminished  by  legal  restrictions  on  its  freedom  of  action  in  an  emer- 
gency t  In  fact,  in  every  crucial  emergency  this  restriction  has  been 
suspended. 

It  is  impossible  by  a  law,  in  provisions  applying  wholly  to  the  man- 
ner in  which  a  corporate  person  shall  manage  its  internal  affairs,  and 
making  parties  of  the  second  part  in  no  way  responsible  for  its  doings, 
to  change  or  modify  or  give  preference  in  securing  gold  to  one  obliga- 
tion over  any  other  obligation  assumed  by  such  corporation,  when  it  is 
prescribed  in  the  law  that  every  obligation  (of  the  Bank  of  England) 
is  identical  in  this,  viz,  that  they  are  each  and  all  payable  in  gold  on 
demand. 

The  testimony  before  the  Committee  on  Banking  and  Currency  was 
that  the  Government  is  responsible  for  maintaining  parity  in  all  forms 
of  our  money,  keeping  each  at  a  parity  with  the  other,  directly  or  indi- 
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rectly,  each  dollar  of  it  on  a  par  with  the  other  in  demanding  gold. 
The  least  reflection  will  convince  anyone  that,  in  the  natnre  of  the  case, 
this  mast  be  trae. 

Finally,  the  Bank  of  England  was  prohibited  from  giving  any  pref- 
erence to  one  of  its  creditors  who  beld  one  of  its  obligations  in  the  form 
of  a  Bank  of  England  note  over  a  creditor  who  had  one  of  its  checks, 
drafts,  bills  of  exchange,  or  only  a  deposit  in  the  bank  subject  to  check. 
That  we  may  understand  the  situation,  I  give  its  exhibit  for  December 
9, 1896,  in  dollars,  and  in  the  form  used  by  national  banks: 

ASSETS. 

Government  debt $53, 604, 984 

Government  securities 66, 928, 823 

Other  securities 157, 353,  785 

Loans  and  discounts 117, 8()5, 579 

Gold  coin  and  bullion 161, 945, 829 

Silver  and  gold  coin 11 ,  729, 881 

Total 509,368,881 

LIABILITIES. 

Proprietors'  capital 70, 822, 174 

Surplus  and  undivided  profit 16, 350, 863 

Public  deposits 32,113,216 

Other  deposits 206, 6.s6, 615 

Seven  days'  and  other  bills 692, 984 

Currency  notes 243, 703, 029 

Total 5(59,368,881 

Liabilities  to  the  Government 118, 286, 25a 

Liabilities  to  individuals 451,082,628 

As  not  a  dollar  of  this  $570,000,000  has  the  slightest  preference  over 
any  other  dollar,  from  the  Bank  of  England  notes  to  deposits  of  indi- 
viduals, in  being  payable  in  gold  or  having  the  right  to  demand  gold, 
how  can  anyone  conceive  that  a  rigid  bank  regulation  or  inexorable 
statute  law  in  restriction  of  the  freedom  of  the  bank  as  to  the  mechan- 
ism of  keeping  its  gold  or  issuing  its  currency  or  paying  out  its  cur- 
rency as  unforseen  emergencies  arise  can  be  any  other  than  a  promoter 
and  intensifler  of  panics  rather  than  a  source  of  stability  and  confidence 
in  the  ever-expanding  and  contracting  demand  for  currency  and  the 
complex  and  ever- varying  and  unknowable  banking  gold  conditions! 

Shall  this  country,  in  the  Hill-Fowler  bill  or  at  the  request  of  any  man 
or  body  of  men,  because  of  their  eminent  respectability  and  ardent 
patriotism,  make  our  treasury  condition  ten-fold  worse  than  it  now  is  by 
adopting  the  currency  system  of  the  Bank  of  England,  when,  as  1  ha\  e 
said,  it  has  received  the  most  severe  and  unanimous  condemnation  in 
the  practice  of  all  the  other  banks  of  the  whole  world  for  the  fifty-three 
years  of  its  existence?  Tlie  greatest,  in  fact  the  only,  competent  or 
tangible  evidence  of  approval  of  any  financial  device  is  its  adoption  by 
those  who  approve  it.  Every  bank  in  every  country  has  in  practice 
condemned  the  Bank  of  England  machinery  for  keeping  and  paying 
out  its  gold  and  issuing  its  currency  by  refusing  to  adopt  its  system. 
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Fnrthermore,  the  whole  body  of  the  world's  practical  financiers,  with 
few  exceptions,  condemn  it  in  words,  as  they  all  do  in  practice.  It  is 
not  abandoned  by  the  Bank  of  England  from  the  fact  that  the  warp 
and  woof,  the  success  of  moderate  banking,  is  based  on  <<  confidence," 
ana  when  confidence  exists,  rightly  or  wrongly,  bankers  are  not  war- 
ranted in  disturbing  the  public  mind  by  a  change,  however  desirable  in 
itself  the  chang:e  may  be.  The  only  justification  for  action  here,  bad  as 
is  our  system,  is  that  the  people  having  come  to  a  knowledge  of  the 
perils  of  our  financial  position,  confidence  is  destroyed  and  immediate 
reform  is  demanded  on  every  hand.  I  could  fill  a  hundred  pages  with 
adverse  criticism  of  the  Bank  of  England  system  from  the  leading 
financial  writers  of  the  world,  but  as  I  am  appealing  to  the  great  jury 
that  must  finally  decide  this  question,  viz,  the  plain  people,  I  use  my 
limited  space  in  quoting  the  final  verdict  of  those  most  competent  to 
form  right  opinions,  from  authorities  the  people  can  consult,  which  are 
crystallized  in  encyclopedias. 

The  Encyclopedia  Britannica  is  content  to  give  definitions  and  state 
facte  as  to  subjects  in  other  cases,  but  in  that  of  the  Bank  of  England 
it  confesses  judgment  through  page  after  page  of  special  pleadings 
that  command  the  respect  of  but  few  financiers,  and  disputes  its  own 
facts. 

It  confesses  that: 

<<It  must  be  admitted  that  the  variations  in  the  rate  of  discount 
charged  by  the  bank  have  been  much  more  numerous  and  violent  since 
1844  than  they  were  before,  and  on  these  occasions  it  has  been  judged 
necessary  to  authorize  the  suspension  of  the  act  so  far  as  to  allow  the 
bank  directors  the  power  to  strengthen  the  banking  department  by 
recourse  to  the  reserves  in  the  issue  department.  In  each  case  the 
suspension  of  the  act  arrested  and  allayed  the  panic  prevailing  up  to 
the  moment  of  suspension,  and  in  1866  it  was  not,  in  fact,  found  neces- 
sary to  exercise  the  power  to  borrow  from  the  issue  department,  which 
had  been  conceded  to  the  directors." 

What  is  meant  by  the  ^'suspension  of  the  act"  is  the  deliberate  vio- 
lation of  the  plain  letter  and  spirit  of  the  law  of  the  land  <<by  the 
action  of  the  executive  government  (of  the  bank)  acting  on  the  faith  of 
a  subsequent  indemnity  by  Parliament." 

And  this  is  the  system  of  banking  laws  recommended  to  this  country, 
badly  as  it  serves  the  greatest  bank  in  the  world.  On  our  Public 
Treasury,  without  a  shred  of  banking  business  or  banking  powers  to 
mitigate  and  hide  its  defects,  this  travesty  of  the  true  banking  and 
true  and  safe  currency  principle  and  safe  bank  and  currency  practice  is 
to  be  saddled  with  this  excrescence. 

Again  it  says: 

''Again,  it  may  be  freely  admitted  that  it  is  not  improbable  that 
changes  (crises)  have  from  time  to  time  happened  that  might  not  have 
occurred  supposing  the  separation  of  the  banking  and  issue  depart- 
ments had  not  been  established.  •  •  •  The  repeated  suspensions 
of  the  act  of  1844  in  time  of  trial  do,  prima  facie,  present  a  much 
stronger  argument  for  the  repeal  of  the  statute.  Legislation  which 
breaks  down  upon  critical  (crucial)  occasions  discredits  the  legislature 
that  decreed  it.  Sir  Robert  Peel,  m  common  with  the  earlier  advocates 
of  the  policy  of  the  act  (separate  departments),  believed  that  it  would 
prevent  the  recurrence  of  commercial  crises,  etc." 

The  statement  by  it  of  the  fundamental  principles  governing  the 
issue  of  currency  laid  down  by  the  article  and  accepted  by  all  writers 
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on  finance  confounds*  it  in  every  word  of  its  defense  of  the  abnormal 
provisions  of  the  Bank  of  England  act  of  1844  as  to  its  issuing  cur- 
rency, viz : 

^^  No  inference  can  be  safely  drawn  from  the  number  (amount)  of 
notes  or  coins,  or  both,  afloat  in  the  country  as  to  whether  its  currency 
be  or  be  notiu  excess.  That  is  to  be  learned  by  the  state  of  the  exchange, 
as  by  the  influx  and  efflux  of  bullion.  If  the  imports  of  bullion  exceed 
the  exports,  it  seems  that  the  currency  is  in  some  degree  deficient, 
while  if  the  exports  exceed  the  imports  it  shows  that  the  currency  is  in 
excess,  and  that  no  additions  can  be  made  to  it  without  fuither  depress- 
ing the  exchange  and  increasing  the  drain  of  bullion.  When  the 
imports  and  exports  of  bullion  are  about  equal,  then,  of  course,  the  cur- 
rency is  at  about  its  par  level.  These  are  the  only  criteria  by  which 
anything  can  ever  be  correctly  inferred  in  regard  to  the  deficiency  or 
excess  of  currency.  Its  absolute  amount  affords  hardly  even  a  basis 
ibr  conjecture.  Excepting  in  periods  of  internal  commotion,  or  when  we 
are  disturbed  by  alarms  of  invasion,  the  state  of  the  exchange  is  the 
only,  as  it  is  the  infallible,  test  ^  of  the  sufficiency  or  insufficiency  of  the 
currency.^  ^ 

If  there  is  any  one  thing  more  than  another  that  will  establish  in 
the  mind  of  the  banker  a  fear  that  begets  a  crisis  and  panic  or  that  will 
intensify  them,  it  is  that  he  can  not  change  the  form  of  his  obligations 
and  that  his  lellow-bankers  will  not  come  to  his  assistance  in  case  of 
unusual  demands  being  made  upon  him  in  ^^rediscounting  [his]  bills 
that  had  been  already  discounted  by  him."  See  how  the  Bank  of 
England  is  made  to  appear,  whatever  the  facts  may  be,  to  play  the 
Ishmaelite  and  intensify,  if  it  is  not  a  potent  agent,  in  inaugurating 
crises,  in  a  further  significant  quotation,  viz: 

^<  Strict  limitation  in  the  number  and  class  of  customers  with  whom 
the  bank  would  do  business  and  a  refusal  to  rediscount  bills  that  had 
already  been  discounted  by  money  lenders,  make  it  possible  to  keep 
the  bank  rate  below  the  rates  of  the  open  market  without  exposing  the 
resources  of  the  bank  to  an  exhaustive  demand."  [And  a  government 
treasury  has  none  of  these  devices  or  resources  to  assist  it.] 

Financiers  further  declare  that  the  Sir  Robert  Peel  scheme  for  mak- 
ing hard  and  fast  lines  for  banks  in  their  issue  of  currency  was  adopted 
because  of  his  utter  failure  to  appreciate  the  fact  that  the  only  legiti- 
mate and  certain  repressive  device  was  to  compel  banks  to  certainly 
and  instantly  redeem  their  currency  in  specie  in  some  commercial  cen- 
ter, as  well  as  at  their  own  counters.  Where  proper  redemption  is 
required,  overissue  of  currency  has  never,  anywhere,  in  the  history  of 
banking,  had  any  perceptible  influence  in  inciting  or  intensifying  a 
finnncial  crisis.  Note  the  history  of  the  Suffolk  system,  as  also  that  of 
Virginia  and  Louisiana  from  1840  to  1864.  A  very  wide  latitude  in 
issuing  currency  was  allowed  banks,  even  up  to  their  actual  paid-up 
capital,  and  in  some  States  to  double  their  capital. 

It  is  not  the  holders  of  currency  that  begin  an  unreasoning  demand 
for  specie  from  banks  or  from  the  United  States  Treasury.  There  is 
not  an  instance  of  panic  or  even  monetary  stringency  being  inaugurated 
by  holders  of  currency,  or  a  general  demand  for  specie  by  holders  of 
currency,  until  long  after  depositors  were  in  panic  and  had  done  the 
mischief  which  reacted  on  the  Treasury.  It  can  not  be  shown  that  any 
normal  bank  has  ever  failed  from  the  excessive  issue  of  currency.  The 
insolvency  of  banks  is  caused  by  the  excessive  or  unwise  extension  of 
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loans,  of  which  the  iRSiie  of  currency  may  bear  an  insignificant  part, 
and  oar  National  Treasury  today  is  the  guarantor  of  every  bank  in 
the  country,  national  or  State,  in.  its  maintaining  the  gold  standard. 
No  contradiction  of  this  statement  is  found  in  the  fact  that  dishonest 
persons  sometimes  established  or  got  possession  of  a  State  bank,  stole 
its  funds,  or  debauched  its  currency,  as  such  persons  have  wrecked 
national  banks. 

On  the  other  hand,  the  free  issue  of  currency,  and  in  amounts  that 
would  not  have  been  justified  in  normal  conditions,  has  prevented  or 
allayed  many  a  threatened  or  incipient  panic,  especially  by  the  Bank  of 
England,  and  in  violation  of  law.  Had  our  banks  the  right,  and  had 
they  freely  exercised  it,  in  1893,  to  issue  currency  up  to  their  paid-up 
capital,  bad  as  were  other  financial  conditions,  it  would  have  prevented 
or  safely  and  immediately  relieved  that  panic.  It  was  a  currency  fam- 
ine caused  by  hoarding  currency  quite  as  much  as  of  gold  hoarding. 

Banking  is  a  contest  from  start  to  finish,  in  a  pressure  for  credits  by 
the  borrower,  supported  by  a  desire  for  profits  on  the  loans  by  the 
banker,  on  the  one  side,  and  a  demand,  on  the  other  side,  of  payment 
and  larger  security  by  the  banker.  It  finds  its  duplicate  in  the  bulls 
and  bears  of  the  stock  exchange.  Bankers  must  have  their  every 
available  asset  at  command  to  meet  any  and  every  demand,  and  to  use 
at  their  absolute  discretion  at  all  times,  as  well  as  in  crises,  in  order  to 
prevent  or  to  curb  crises. 

The  Bank  of  England  act  of  1844  was  passed  to  take  away  this  abso- 
lutely necessary  discretionary  power.  I  quote  from  the  American 
Encyclopedia: 

^<An  examination  of  the  operations  of  the  bank  (of  England)  demon- 
strates the  fact  that  Sir  Bobert  Peel  entirely  misapprehended  the 
causes  of  the  fluctuations  complained  of,  and  that  he  applied  the 
restrictions  to  that  particular  branch  which  varied  but  little  (amount  of 
ciflTency  issued).  •  •  •  The  real  cause  of  trouble  was  to  be  found 
in  the  loans  (not  in  its  currency).  *  *  *  That  this  act  (taking  from 
the  management  their  discretion  in  issuing  currency)  has  had  no  effect 
in  mitigating  this  crying  evil  will  be  clearly  seen  in  the  fact  that  these 
fluctuations  have  never  been  more  violent  than  since  its  passage. 
•  •  •  In  its  efibrts  (on  May  11, 18G6)  to  save  itself  and  comply  with 
the  absurd  provisions  of  the  bank  act,  it  (the  Bank  of  England)  spread 
min  and  desolation  around  it,  and  years  were  necessary  to  enable  the 
country  (Great  Britain)  to  recover  from  the  efiects  of  the  panic  thus 
(itself)  created.'' 

Those  who  think  the  currency  restrictions  upon  the  Bank  of  England 
meet  the  approval  of  the  whole  body  of  England's  most  experienced 
financiers  are  greatly  mistaken.  Scarcely  one  of  them  would  not  have 
a  sense  of  great  relief  should  he  wake  up  any  fine  morning  and  find 
them  swept  away. 

I  am  in  no  sense  deprecating  the  beauty,  strength,  or  wisdom  of  the 
"  Old  Lady  of  Threadneedle  Street."  I  am  only  protesting  that  it  does 
not  lie  in  what  all  her  true  friends  recognize  as  an  ugly  wart  upon  her 
nose,  as  Samson's  did  in  his  hair.  The  Hill-Fowler  bill  would  transfer 
that  wart  to  the  nose  of  Uncle  Sam  and  develop  it  into  a  malignant 
cancer,  poisoning  his  life  blood. 

Under  the  Glsulstone  administration,  <<Mr.  Low,  as  chancellor  of  the 
exchequer,  introduced  into  the  House  of  Commons  in  1873  a  bill  pro- 
viding   •    •    •     that  the  act  providing  two  departments  might  be 
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suspended  by  order  of  the  Government  upon  certain  conditions  •  •  • 
when  the  governor  and  deputy  governor  of  the  bank  certified  that  panic 
had  caused  a  portion  of  the  bank  notes  nominally  in  circalation  to  be 
locked  up  and  withdrawn  from  (actual)  circulation.  The  authority  of 
Mr.  Gladstone's  administration  had  declined  when  this  bill  was  intro- 
duced •  •  •  and,  assailed  from  many  quarters,  was  withdrawn 
without  the  opinion  of  Parliament  being  taken  on  its  merits.  It  was 
contended  that  Mr,  Low's  attempt  •  *  *  to  define  beforehand  the 
conditions  of  a  panic  was  a  logical  contradiction.  A  panic  has  no  laws; 
it  has  no  fixed  shape.  It  is  precipitated  we  know  not  how,  and  we  are 
in  the  midst  of  it  before  we  are  aware." 

This  amendment  proposed  by  Mr.  Low  proclaims  the  fact  ^^  that  in  a 
stringency  the  people  lock  up  the  currency  of  the  Bank  of  England, 
and  that  the  law  locks  up  its  gold,  and  in  its  helplessness  a  crisis  is 
thus  actually  precipitated  and  continued  by  the  very  provision  of  law 
avowedly  enacted  with  the  sole  purpose  of  preventing  or  allaying 
crises  such  as  are  now  created  by  it." 

I  repeat,  the  days  of  a  run  on  a  bank  for  specie,  by  presenting  its 
currency  for  redemption,  even  in  crises,  are  past,  never  to  return,  even 
under  as  liberal  an  issue  of  currency  as  was  allowed  by  the  ola  New 
England  Suffolk  system  and  that  of  Virginia  and  Louisiana  (look  at 
our  experience  in  the  currency  famine  and  gold  craze  of  1893),  sdways 
provided  that  every  bank  is  compelled  to  redeem  its  currency  in  some 
"  reserve  city,"  as  well  as  at  its  own  counter,  and  also  that  the  Govern- 
ment requires  a  very  small  safety-fund  tax,  to  recoup  it^f  for  any  loss 
firom  guaranteeing  every  dollar  of  currency  issued  by  any  bank,  and 
keeps  the  same  supervision  and  control  as  now  of  all  banks  issuing 
currency. 

Of  course,  I  shall  be  told  of  the  suspension  of  specie  payments  by 
New  England  banks  in  1857;  but  the  fielct  is  that  they  only  nominally 
suspended  specie  payments  at  that  time.  Specie  did  not  go  to  a  pre- 
mium, and  all  that  was  legitimately  demanded  of  them  by  their  cus- 
tomers in  the  way  of  their  legitimate  business  was  paid  to  them  *^  on 
demand,"  and  the  banks  soon  recalled  their  nominal  suspension.  They 
continued  to  supply  their  customers  with  specie  through  that  crisis, 

Srecisely  as  France  and  Germany  now  fdrnish  gold  to  their  customers, 
hey  kept  their  currency  at  par  with  specie  precisely  as  the  Bank  of 
France  and  the  Bank  of  Germany  now  sustain  the  silver  and  currency 
of  those  countries  at  par  with  gold.  The  State  banks  of  New  England, 
Virginia,  Louisiana,  etc.,  made  a  better  showing  from  1840  through 
1857  and  up  to  18G4  than  the  Bank  of  England  did  in  the  same  period, 
during  which  period  the  restriction  on  issuing  currency  by  the  Bank  of 
England  was  suspended  several  times. 

Political  and  party  rivalry,  and  that  only,  prevented  the  passage  of 
the  Low  amendment  by  the  British  Parliament,  and  the  safe  removal 
of  the  hideous  wart  from  the  nose  of  the  comely  Old  Lady  of  Thread- 
needle  street,  that  looks  so  lovely  to  some,  and  that  without  leaving  a 
scar. 

Again,  normally  low  rates  of  interest  can  not  prevail  where  the  true 
bank-note  currency  is  not  issued.  This  country  has  not  seen  a  nor- 
mally issued  bank  note  since  the  State  bank  notes  were  taxed  out  of 
existence.  It  can  be  proven  that  the  purchasing  value  of  the  wages 
or  income  of  every  man  in  this  country  is  reduced  by  nearly  one  per 
centum  per  annum  by  our  faulty  banking,  currency,  and  Treasury 
system. 
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• 

>  will  quote  only  one  more  opinion  on  the  issne  of  currency  system 
of  the  Bank  of  England,  but  it  is  the  final  judgment  of  one  of  the  most 
careful  and  experienced  investigators  and  financial  experts  and  writers 
in  Europe.  He  expresses  practically  their  unanimous  opinion.  Pierre 
des  Essarts,  chief  of  the  bureau  of  economics  and  statistics  of  the 
Bank  of  France,  author  of  the  History  of  Banking  in  All  the  Lead- 
ing Nations,  etc.,  in  an  article  published  in  the  Journal  of  Commerce 
and  Commercial  Bulletin  of  New  York,  March  10, 1807  (which  no  one 
can  afford  not  to  read),  says: 

*<  The  true  bank  note  is  unknown  in  the  United  States.  The  bank 
note  should  be  simply  a  means  of  transforming  a  debt  into  cash.  As 
between  individuals  the  note  is  cash;  but  as  between  the  issuing  bank 
and  the  holder  it  is  a  credit  instrument,  because  the  note  holder  has 
loaned  to  the  bank  the  coin  he  has  a  right  to  demand.  •  •  •  When 
a  bank  of  issue  is  properly  managed,  the  circulation  takes  care  of 
itself.  •  •  •  These  notes  are  sufficiently  guaranteed  if  the  property 
and  securities  against  which  they  are  issued  (the  assets  of  the  bank) 
are  vaUd  and  of  sufficient  value.  •  •  •  England  has  adopted  an 
automatic  device  for  issuing  currency  notes  which  works  well  in  ordi- 
nary times,  but  the  insufficiency  of  which  has  often  been  demonstrated 
in  critical  times.  We  may  note  in  addition  that  the  bank's  regulations 
for  issuing  currency  notes,  which  are  practically  useless  in  normal  8itn:ir 
tions,  become  futile  or  even  dangerous  when  the  bank  is  called  upon  for 
unusual*  exertions." 

No  man  can  suggest  any  sul^stantial  advantage  in  the  division  of  the 
issue  department  from  the  discount  department  of  the  Bank  of  England 
over  and  above  the  law  and  practice  of  the  Bank  of  Germany  or 
the  Bank  of  France  or  the  New  England  Suffolk  system  as  it  existed 
before  1864,  while  its  disadvantages  are  clearly  stated  by  authorities 
beyond  question.  In  fact,  as  I  have  said,  in  the  Bank  of  England  and 
nowhere  else,  excepting  partially  under  our  national  bank  act,  is  any 
approach  to  the  English  system  in  operation.  It  is  patent  to  all  that 
very  nearly  the  universal  opinion  of  European  financiers  is  that  the 
success  of  the  Bank  of  England  is  in  spite  of— not  because  of— its  thor- 
oughly abnormal  internal  machinery  for  issuing  currency  and  handling 
gold. 

My  excuse  for  this  long  pai>er  is  the  strong  effort  that  is  being 
made  not  only  to  engraft  upon  our  national  banking  system  the  cur- 
rency system  of  the  Bank  of  England,  but  to  divert  the  United  States 
Treasury,  as  Washington,  Hamilton,  and  Oallatiu  made  it,  still  further 
from  its  legitimate  functions,  and  make  it  a  huge  bank,  modelled  upon 
what  European  financiers  believe  to  be  one  of  the  absurdities  of  the 
English  bank  act  of  1844. 

^rthermore,  the  Bank  of  England  is  confessedly  a  monopoly,  and  its 
monopoly  of  currency  the  most  excessive  of  its  oppressive  features. 
Our  people  demand  all  the  freedom,  the  convenience,  and  the  economy 
of  the  true  bank-note  currency  of  the  old  State  banks,  plus  the  security 
of  national  supervision  and  control  of  our  national  law,  and  also  plus 
a  small  tax  on  currency  to  recoup  the  United  States  Treasury  for  its 
guarantee  of  every  dollar  of  currency  issued  by  the  Government  to  the 
banks  and  put  in  circulation  by  them. 

They  have  repeatedly  refused  to  give  up  the  United  States  legal- 
tender  notes.  They  probably  would  consent  that  they  be  reduced  to 
$200,000,000  by  paying  $146,000,000  of  them  with  the  gold  now  in  the 
Treasury.    They  demand  that  the  old  Suffolk  system  shall  be  national- 
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ized,  that  the  only  power  that  can  keep  the  $200,000,000  legal-tender 
notes  and  all  other  currency  and  coin  put  in  circulation  at  par  with 
gold,  absolutely  free  of  expense,  viz,  the  bank,  shall  do  so  by  ajssuniing 
the  current  redemption  of  the  greenbacks  pro  rata  to  their  capitaL 

No  impartial  investigator  who  will  carefully  examine  the  immense 
body  of  facts  furnished  by  the  Comptroller  of  the  Currency,  and  those 
furoished  by  the  chairman  and  published  in  the  reports  at  the  hear- 
ings before  the  committee,  can  come  to  any  other  conclusion  than  tiiat 
no  substantial  relief  can  come  to  the  United  States  Treasury  by  the 
enactment  of  any  bill  that  is  not  drawn  on  the  lines  of  the  Walker  bill 
(H.  E.  10333). 

Bespectfully  submitted. 

J.  H.  WAiiKEB,  Ohaimiim. 


APPENDIX. 


Not  a  single  person  has  appeared  before  oar  committee  who  did  not 
condemn  the  principle  on  which  the  Hill-Fowler  bill  ^H.  B.  10289)  is 
drawn,  and  who  did  not  approve  the  principle  apon  which  the  Walker 
bill  (H.  K.  10333)  is  drawn.  This  is  so  patent,  when  dissevered  from 
commendation  or  condemnation  of  any  particolar  bill,  and  therefore 
given  without  prejudice,  that  I  append  the  following  extracts  from  the 
testimony  given  before  our  committee  and  published  in  the  '^  Hearings  -J^ 

NO  GOLD  PAID  INTO  THE  TBEAST7BY. 

TheOHiiBMAN.  What  percentage  of  the  present  income  of  the 
Treasury  is  paid  in  goldf 

Secretary  Gage.  Perhaps  one-half  of  one  per  cent;  something  like 
that.    It  is  so  small  that  I  have  not  looked  into  the  matter. 

The  Chairman.  It  cuts  no  figure  f 

Secretary  Oage.  No;  it  cuts  no  figure  whatever. 

OHANGBS  IN  THE  lAW  SHOULD  BE  FEW  AS  POSSIBLE. 

Mr.  Waleeb.  Should  not  the  changes  proposed,  while  being  fhor- 
ongh,  make  banking  as  free  and  allow  currency  notes  to  be  issued  to 
the  people  as  freely  and  at  the  lowest  possible  cost  that  is  consistent 
with  its  sure  current  redemption  in  specie  and  the  sure  and  immediate 
payment  of  these  currency  notes  in  case  of  insolvency  f 

Mr.  Faibohild.  That  is  my  idea. 

Mr.  Walkeb.  The  changes  should  allow  those  sections  of  the  coun- 
try where  interest  is  highest  to  make  the  same  relative  profit  on  the 
currency  issued  in  those  sections  as  is  made  in  the  lower-interest 
localities,  should  it  notf 

Mr.  Faibohild.  I  should  think  so,  most  decidedly. 

UNWISE  TO  ATTEMPT  BY  MiNDATE  OF  LAW  TO  UNDEBTAKE  TO  OOM- 

PEL  BANKS  TO  BEDEEM  IN  GOLD. 

Mr.  Stallings.  Does  your  biU  provide  that  the  national  banks  shall 
redeem  their  notes  in  goldf 

Secretary  Gage.  It  does  not. 

Mr.  Stallings.  Do  you  think  it  ought  to! 

Secretary  Gage.  After  consideration  I  think  it  is  indifferent  whether 
it  does  or  not.  The  reason  I  did  not  put  it  in  was  that  I  do  not 
believe  the  Government,  as  an  issuer  of  notes,  ought  to  recognize  any 
money  on  earth  as  better  than  its  obligations,  or  discriminate  against 
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itself  or  its  obligations.  If  they  say  that  greenbacks  or  any  of  the 
Government's  obligations  are  not  good  enough  for  something,  bat  gold 
is,  they  thereby  cast  a  reflection  upon  their  own  notes.  Besides,  I 
think  it  would  be  purely  immaterial!  If  you  make  the  banks  redeem 
in  gold,  then  the  banks  must  get  the  gold  to  redeem  with.  If  they 
have  the  obligations  of  the  Government,  you  may  make  it  necessary  for 
them  to  present  the  notes  to  the  Government  with  which  to  get  the 
gold  to  redeem  their  notes,  •  •  •  and  therefore  it  does  seem  to 
me  expedient  from  all  points  of  view,  practically  and  theoretically, 
not  to  put  that  in  the  law.  The  banks,  if  they  find  difficulty  in  main- 
taining other  forms  of  legal  money  that  will  discharge  debts,  will  have 
to  carry  gold.  They  have  now  in  their  possession  in  the  country  some 
$240,000,000  of  that  kind  of  metal,  which  is  a  pretty  fair  supply  to  start 
with. 

Mr.  Hill.  •  •  •  Do  you  believe  that  it  would  be  a  wise  course 
to  pursue  to  make  all  bank  redemption  specifically  in  gold  coin,  elim- 
inating the  other  legal  tender  of  the  country — silver  and  the  lawful 
money,  silver  certificates  f 

Mr.  FowLEB.  Limit  it  to  the  notes,  of  course,  and  not  the  deposits. 

Mr.  Faibghild.  My  idea  in  all  this  was  that  the  Government  should 
not  in  its  laws  discriminate  against  any  of  the  money  which  it  had  in 
circulation,  because  the  tendency  of  so  doing  was  to  drive  it  into  the 
Treasury. 

Mr.  Hill.  But  that  redemption  should  be  in  lawful  money  t 

Mr.  Faibghild.  That  was  my  idea. 

(K>LD  BEDEMPTION  BT  GOVEBKMENT  OF  ALL  PAPEB  MONBY — 

TBEASUBV  BEBEHPTION  m  GOLD. 

Mr.  Bbosius.  Now,  how  can  we  redeem  the  pledge  we  are  under  by 
existing  law  to  maintain  the  parity  of  our  money  unless  we  afiford  some 
means  for  the  people  who  hold  paper  to  present  those  obligations  for 
redemption  in  goldf 

Secretary  Gage.  We  can  not.  I  understand  we  have  such  a  process 
now. 

Mr.  BBOSrcTB.  If  we  take  $200,000,000  of  the  $346,000,000  out  of  cir- 
culation and  hold  it  in  the  Treasury,  that  can  not  be  presented! 

Secretary  Gaoe.  No,  sir. 

Mr.  Bbosius.  What  kind  of  demand  obligations  will  the  people  have 
to  present  to  the  Treasury  to  get  their  goldf 

Secretary  Gaoe.  They  will  have  $146,000,000  of  greenbacks.  They 
will  have  $100,000,000  or  more  of  T^asury  notes,  and  they  will  have 
$450,000,000  of  national-bank  notes.  They  could  not  present  them  to 
the  Treasury,  but  they  can  present  them  to  those  who  promise  to  pay. 

PABITY  TO  BE  MAINTAINED. 

Mr.  Bbosixts.  I  know  that;  but  the  Government  has  undertaken  to 
maintain  the  parity  of  all  our  money. 

Secretary  Gaoe.  Yes,  sir.  •  ♦  •  The  ability  of  the  Government 
of  the  United  States  to  maintain  the  parity  between  the  different  forms 
of  its  money  outstanding  depends  upon  its  ability  to  control  gold.  So 
far  as  it  can  reduce  the  obligations  that  are  outstanding,  so  far  it 
increases  its  strength  to  take  care  of  those  that  are  out. 

Mr.  Bbosius.  Then  the  duty  that  we  have  undertaken,  to  mainfe^in 
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the  parity  of  gold  and  silver  and  all  oar  money,  requires  that  the  people 
are  afforded  some  means  of  getting  gold  with  the  other  money  f 

Secretary  Gage.  The  means  are  open,  as  I  look  at  it. 

Mr.  Brosius.  Are  there  any  means  left  after  the  demand  obligations 
of  the  Government  are  taken  out  of  circulation  f 

Secretary  Gage.  Tes,  sir;  there  would  be  if  they  were  all  out. 

Mr.  Brosius.  What  wayt 

Secretary  Gage.  The  way  would  be  for  people  to  present  their  obliga- 
tions to  the  national  banks. 

UNDER  GAGE   BILL    THE    BANKS  WOULD    REDEEM   THEIR    NOTES   IN 

SILVER. 

Mr.  Brosius.  The  Gage  bill  does  not  make  it  their  duty. 

Secretary  Gage.  To  do  what? 

Mr.  Brosius.  To  redeem  in  gold.  ♦  ♦  ♦  They  would  comply  with 
the  law  if  they  redeemed  in  silver. 

Secretary  Gage.  They  would.  Now  you  have  struck  the  point. 
You  think  that  when  the  Government  demand  obligations  are  out  it 
will  have  no  function  in  maintaining  a  parity.  It  will  have  about  all 
the  function  it  wants  to  perform  in  keeping  $560,000,000  in  silver  money 
of  the  United  States,  and  keeping  that  on  a  parity. 

Mr.  Brosius.  How? 

GOVERNMENT  WOULD  EXCHANGE  GOLD  FOR  SILVER  AND  FOR  BANK 

0URRENG7. 

Secretary  Gage.  By  exchanging  gold  for  it. 

Mr.  Brosius.  A  gold  reserve  would  have  to  be  provided  for  that 
purpose? 

Secretary  Gage.  I  think  so. 

Mr.  Brosius.  Yes.  Then,  all  the  paper  obligations  being  issued  by 
the  banks,  the  redemption  of  that  would  be  left  entirely  to  the  banks? 

Secretary  Gage.  I  think  so. 

Mr.  Brosius.  And  then,  if  the  banks  refused  to  redeem  in  gold,  or 
were  unable  to  redeem  in  gold,  the  whole  system  would  collapse,  and 
we  would  go  to  a  silver  basis? 

Secretary  Gage.  I  can  not  quite  follow  you.  I  thought  you  asserted 
a  minute  ago— 

The  Chairman.  I  think  I  can  put  a  question  right  there  that  will 
perhaps  clear  this.  The  object  of  retiring  this  $200,000,000  is  to  put  it 
out  of  the  power  of  anyone  to  use  the  $200,000,000  to  ask  for  gold 
redemption. 

Secretary  Gage.  That  is  correct. 

The  Chairman.  It  leaves  out  in  circulation  all  the  silver  certificates 
and  the  Treasury  notes.  Now,  what  Mr.  Brosius  wants  to  get  at  is, 
how  the  Government  gets  gold  if  it  proposes  to  redeem  all  those 
Treasury  notes  and  certificates  in  gold. 

Secretary  Gage.  Well,  that  is  another  question.  It  makes  little 
difference  how  they  do  it.  I  provide  how  they  can  do  it  a  great  deal 
easier  than  now. 

The  Chairman.  How? 

Secretary  Gage.  There  would  be  $200,000,000  less  to  take  care  of. 

The  Chairman.  Out  of  the  $700,000,000? 

Secretary  Gage.  Out  of  the  $930,000,000. 
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Mr.  Prince.  How  many  million  dollars  will  the  bank  circalatioD 
reach  at  the  same  timef 

Secretary  Oagb.  I  think  it  will  be  something  like  1500,000,000. 

Mr.  Prince.  That,  added  to  the  1730,000,000,  makes  tl,23O,OOO,000. 
So,  if  the  banks  have  to  redeem  the  gold,  there  are  demand  notes  and 
in  circnlation,  either  against  the  Oovernment  or  the  banks,  for  which 
gold  can  be  demanded,  to  the  extent  of  11,230,000,000  f 

Secretary  Oage.  Yes,  sir. 

GOVERNMENT  TO  REDEEM  $1,230,000,000  PAPER  MONET. 

Mr.  Prince.  Now,  yon  say  that  if  the  banks  can  not  meet  this  and 
it  is  thrown  back  on  the  Government  the  Government  will  take  pos- 
session of  the  banks,  their  assets,  and  property,  and,  to  do  its  dnty,  it 
would  redeem  this  $1,230,000,000  in  goldf 

Secretary  Gags.  Tes,  sir;  until  they  woand  np  business. 

GAGE  bill  drains  THE  TREASURY  OF  GOLD. 

Mr.  Hill.  How  have  you  released  the  Government  of  any  liability  of 
redemption  in  that  exchange  of  the  $200,000,000 f  It  seems  to  me  yoa 
h  ave  made  it  still  more  easy  tx>  drain  the  Treasury  of  gold.  For  instance, 
if  a  company  of  men  wish  to  get  $200,000,000  of  gold  from  the  Govern- 
ment, instead  of  getting  gold  for  greenbacks,  why  wouldn't  they  take 
bank  notes  and  redeem  them  in  lawftil  money,  and  then  call  for  the  gold 
with  their  lawful  money! 

Secretary  Gage.  In  the  first  place,  they  would  have  to  get  the  lawful 
money.  They  have  to  find  that  lawful  money.  As  fast  as  these  notes 
are  presented  for  redemption,  the  difficulty  of  finding  the  lawful  money 
will  incii'edise.  They  must  provide  the  lawful  money.  If  they  do  find  it 
there  is  no  way  for  the  Government  to  escape  payment  of  its  lawful 
obligations. 

Mr.  Hill.  They  will  get  notes  or  silver,  will  they  nott 

Secretary  Gage.  From  whomf 

Mr.  Hill.  From  the  banks;  or  else  the  bank  fails. 

Secretary  Gage.  Tes,  sir;  and  if  the  bank  can  not  provide  legal- 
tender  notes.  Treasury  notes,  or  silver,  it  will  have  to  provide  gold.  It 
will  provide  that  which  is  easiestj  of  course,  as  anybody  else  will  do. 
But  I  contemplate  that  under  my  bill  I  will  diminish  the  lairfiil  money 
$200,000,000.    I  will  make  it  relatively  scarcer  than  it  is  now. 

Mr.  Cox.  When  the  bank  note  follows  its  process  aJong  until  it 
reaches  its  redemption  in  the  Treasury  of  the  United  States,  does  year 
bill  propose  to  redeem  that  bank  note  in  gold  or  other  money  at  the 
option  of  the  holder  of  that  notef 

Secretary  Gage.  In  the  case  you  suppose,  the  note  is  redeemed  at  the 
[bank]  counter. 

Mr.  Cox.  No;  they  refused  to  redeem  it. 

Secretary  Gage.  You  supposed  he  redeemed  it  in  a  greenback,  and 
he  took  the  greenback  and  went  to  the  Government. 

Mr.  Cox.  He  takes  the  note,  or  a  bundle  of  notes,  to  the  bank,  and 
the  bank  refuses  to  redeem  them  in  gold.  He  still  holds  those  notes. 
Kow,  under  your  bill,  is  not  the  process  incorporated  into  this,  that  a 
man  can  have  those  bank  bills  redeemed  by  the  Governmentt 

Secretary  Gage.  Yes;  he  could  send  to  the  Government  and  get 
those  notes  redeemed. 
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Mr.  Gox.  I  80  nnderstood  it  all  the  way  through.  Now,  he  could 
take  the  bank  notes,  the  bank  refusing  to  redeem  them  in  gold,  to  the 
Government — take  the  same  notes  to  the  Government — and  the  Gov- 
ernment would  be  bound  to  redeem  them  iu  gold  if  he  demanded  itf 

Secretary  Gage.  It  would  be  bound  to  redeem  them  in  greenbacks 
or  gold;  yes.  He  could  take  the  greenbacks  and  turn  around  and  draw 
the  gold,  so  it  would  be  practically  a  redemption  in  gold. 

Mr.  Cox.  In  other  words,  he  could  take  the  notes  of  the  bank  and 
go  to  the  Treasury  of  the  United  States  and  the  Government,  under 
this  bill,  would  be  obliged  to  redeem  those  notes  in  goldf 

Secretary  Gage.  Substantially,  yes. 

But,  mind  you,  the  Government  is  not  redeeming  those  notes  on  its 
own  account.  The  Government  is  redeeming  them  on  account  of  the 
bank. 

Mr.  Cox.  I  understand  that. 

Secretary  Gage.  Then  the  bank  would  have  to  account  to  the  Gov- 
ernment and  reimburse  it. 

GOVERNMENT  HAS  NO  CLAIM  FOB  GOLD  ON  THE  BANKS. 

Mr.  Cox.  Certainly,  and  I  take  it  that  the  Government  would  demand 
reimbursement  in  the  same  kind  of  money  the  Government  had  redeemed 
the  notes  inf 

Secretary  Gage.  Ko,  sir.  If  the  bank  had  satisfied  its  legal  liability 
to  the  Government  and  recouped  the  Government  with  any  form  of 
money  that  the  Government  recognized — greenbacks,  Treasury  notes, 
gold,  or  silver — that,  I  think,  would  be  sufficient. 

Mr.  Cox.  Then  the  Government,  in  the  first  step  of  redemption, 
redeemed  the  kind  of  notes  I  have  spoken  of  in  gold,  and  its  obliga- 
tion is  such  that  you  think  it  necessary,  to  maintain  the  parity,  to 
redeem  them  in  gold  if  the  holder  desires  gold ;  but  when  the  bank, 
which  has  got  from  the  Government  the  benefit  of  banking,  comes  to 
pay  the  Government  the  bank  can  pay  the  Government  off  in  any  kind 
of  money! 

Secretary  Gage.  Whose  fault  is  that f  That  is  the  situation  the 
Government  is  in,  and  going  deeper  does  not  get  it  out. 

Mr.  Johnson.  What  law  is  there  to  require  the  Government  of  the 
United  States  to  redeem  national-bank  notes  in  goldf 

Secretary  Gage.  There  is  no  law;  but  we  have  to  redeem  them  in 
lawful  money.  We  have  to  redeem  them  in  something,  and  if  it  were 
BO  that  a  holder  of  these  notes  could  go  to  another  window  and  secure 
gold,  it  would  be  substantially  as  Mr.  Cox  says. 

GOVEENMENT  GETS  THE  POOBEST  MONEY. 

Mr.  FowLEB.  Under  your  plan,  as  I  understand  it,  the  banks  of  the 
country  could  deposit  your  reserve  fund  in  either  greenbacks,  Treasury 
notes,  or  silver  certificates,  could  they  notf 

Secretary  Gage.  Yes,  sir. 

Mr.  FowLEB.  Would  there  not  be,  under  the  pressure  now  felt  in 
this  country,  a  tendency  on  their  part  to  get  rid  of  the  poorest  of  those 
three  kinds  of  money  and  instinctively  deposit  silver  certificates.  Would 
not  that  be  the  tendency  f 

Secretary  Gage.  That  would  be  the  tendency  unless  their  faith  in 
those  notes  is  strengthened. 
B  &  c 13 
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Mr.  Fowler.  Let  ns  assume,  however,  in  going  through  this,  that  the 
banks  would  tend  to  pay  into  your  reserve  any  legal-tender  money,  say 
in  silver  certificates.  The  result,  then,  is  that  there  would  be  outstand- 
ing, mathematically,  $346,000,000  of  greenbacks,  1115,000,000  of  Treas- 
ury notes,  approximately:  and  you  have  lefb  1136,000,000  of  silver 
certificates  in  the  place  or  the  $200,000,000  of  silver  certificates  which 
have  been  deposited  by  the  banks  and  are  not  a  legal  tender  and  can 
not  draw  gold;  and  in  place  of  that  you  would  have  $200,000,000  of 
national-bank  notes,  would  you  notf 

Secretary  Gagb.  Outstanding f    On  your  hypothesis;  yes,  sir. 

Mr.  Fowler.  I  am  not  dealing  with  hypothetical  qnestions,  but  a 
sad  experience  which  we  have  had  in  the  last  three  years.  Let  as  go 
a  step  further.  If  it  is  true  that  you  have  added  to  the  abstractors 
$200,000,000  of  that  money,  which  today  makes  drafts  upon  the  Gov- 
ernment for  gold,  what  defense  has  the  Government  against  that  draft? 
Tou  have  stated  that  whenev^  the  Government  attempts  to  recoup  for 
that  gold  which  it  has  paid  out,  the  bank  to  which  it  sends  its  notes 
can  then  pay  the  Government  in  lawful  money  f 

Secretary  Gage.  If  it  has  it. 

Mr.  Fowler.  Would  it  not  be  the  most  natural  thing  in  the  world 
for  the  banker — ^and  I  am  asking  you  as  a  banker — ^to  send  in  silver. 
Treasury  notes,  or  certificates  rather  than  to  send  in  gold? 

Secretary  Gage.  It  would  depend,  as  I  have  said,  upon  two  consid- 
erations— what  relative  supply  he  had  of  each  and  what  respect  he 
had  for  them;  that  is,  his  confidence  in  them.  If  he  thought  the  gold 
was  safer  and  better  for  him  to  have  he  would  send  the  other  if  he  had  it 

PANIC  OF  1893. 

Mr.  FowLBR.  That  is  the  point  exactly.  Now,  is  it  not  a  fact  that 
we  are  drafting  a  bill,  not  to  cover  normal  conditions,  but  to  cover 
crises,  and  is  it  not  true  that  whenever  a  crisis  is  on,  such  a  crisis  as 
we  had  in  1893,  practically  no  money  at  all  passes  between  people;  and 
if  it  were  thought  that  there  is  a  chance  of  the  Government  not  being 
able  to  redeem  its  obligations,  would  not  everybody  press  the  Treasury 
for  gold,  and  if  it  is  true,  is  it  not  true  also  that  every  bank  would 
reserve  its  gold  and  pay  out  its  paper  money? 

Secretary  Gage.  In  such  condition  of  distrust  of  the  standard,  yes, 
sir.  ♦  •  •  I  do  not  know  how  to  avoid  the  risk  of  the  Government's 
responsibility  except  to  cancel  its  debts  and  not  owe  anything.  Then 
there  would  not  be  any  trouble  of  the  kind  you  suggest. 

The  Chairman.  I  wish  to  ask  you  whether  it  is  possible  to  use  paper 
money,  and  keep  it  at  all  times  equal  in  purchasing  power  to  the  specie 
it  represents,  without  having  the  coin  sure  of  easy  possession  for  the 
asking  in  exchanging  it  when  the  desire  for  it  arises? 

Secretary  Gage.  I  think  not. 

STOPPING  THE  MOVEMENT  OF  THE  "  ENDLESS  OHAIN  ^  PRODUOES 

PANIC. 

The  Chairman.  Then  any  device  that  hinders  or  in  any  way  delays 
or  incites  in  the  mind  an  apprehension  that,  upon  desiring  to  exchange 
the  paper  money  for  the  specie  it  represents,  the  specie  may  be  refused 
or  the  obtaining  of  it  delayed,  tends  to  excite  a  desire  to  exchange  the 
paper  money  for  it  and  to  incite  a  panic? 
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Secretary  Gage.  It  would  incite  distrast — that  is,  panic — and  lead 
to  a  pressure  for  specie. 

DEPRECIATING  THE  PRICE  OP  BONDS  THE  ONLY  WAY  TO  PROTECT 

GOLD. 

The  Chairman.  I  prefer  to  use  the  word  "  specie,"  you  understand, 
because  1  do  not  want  to  raise  the  question  of  coiuage.  Is  it  not  a  fact 
that  there  are  scores  and  hundreds,  and,  in  the  case  of  mortgages, 
stocks,  bonds,  and  all  things  that  easily  and  surely  transfer  wealth, 
thousands  and  millions  of  funds,  that  are  quickly  available,  which  are 
awaiting  the  depreciation  of  prices  of  such  securities  in  order  to  pur- 
chase tliem  at  less  than  their  normal  pricef 

Secretary  Gage.  I  could  not  speak  very  authoritatively  on  that 
point. 

The  Chairman.  I  will  ask  Mr.  Fairchild  if  it  is  not  a  fact  that  there 
are  millions  upon  millions  of  funds,  quick  assets  in  banks,  that  are 
awaiting  the  depreciation  of  securities  to  purchase  themf 

Mr.  Fairchild.  Yes,  sir;  there  are  always  plenty  of  persons  willing 
to  buy  at  a  depreciated  price. 

The  Chairman.  There  is  an  immense  number  waiting  to  do  so f 

Mr.  Fairchild.  I  should  tliiuk  so. 

RAISING  THE  RATE  OF  DISCOIJNT  WORKS  THE  DESTRUCTION  OP  THE 

DESIRE  FOR  GOLD. 

The  Chairman.  The  next  question  is,  that  the  only  principle  upon 
which  a  safe  and  free  issue  of  paper  money  redeemable  in  specie  can 
be  had  is  a  principle  that  will  work  the  destruction  of  a  desire  for  specie, 
when  it  arises  in  the  minds  of  the  holders  of  the  paper  money  that  rep- 
resents the  specie,  by  then  making  other  things  more  desirable  to  them 
than  the  specie.  Is  not  that  the  principle  on  which  the  Bank  of  Eng- 
land raises  the  rate  of  discount  and  protects  its  goldf 

Secretary  Gage.  I  should  say  it  is,  by  satisfying  the  desire  rather 
than  by  destroying  it.  That  is  the  only  amendment  I  should  make  to 
your  statement.    It  appears  in  the  form  of  statement. 

The  Chairman.    How  is  it  satisfied  f 

Secretary  Gage.  Either  with  the  gold  itself  or  other  things  they 
prefer. 

The  Chairman.  Is  it  not  a  fact  that  they  will  insist  upon  having  the 
gold  unless  the  action  of  the  bank  is  such  as  to  depreciate  what  we  call 
solid  securities  to  a  point  where  they  will  prefer  to  buy  them — I  do  not 
mean  individually,  but  as  a  class — rather  than  take  the  goldf  •  •  • 
Is  it  not  a  fact  that  the  raising  of  the  rate  of  interest,  when  conditions 
are  such  that  the  rate  of  interest  is  forced  up,  forces  down  the  price  of 
solid  securities,  and  that  solid  securities  are  shipped  from  one  country 
to  another  and  are  accepted  by  persons  rather  than  specie f 

Mr.  Fairchild.  •  •  ♦  i  think  we  are  somewhat  misled  by  the 
raising  of  the  rate  of  interest  by  the  Bank  of  England.  It  does  that 
specifically  to  protect  the  gold  it  has. 

The  Chairman.  My  point  is,  how  does  it  protect  the  gold  by  raising 
the  rate  of  interest? 

Mr.  Fairchild.  Just  as  it  diminishes  the  borrowing  demand.  The 
Bank  of  England  raises  the  rate  of  interest  because  the  borrowing 
increases,  and  the  result  of  that  is  to  diminish  the  call  upon  the  funds 
of  the  Bank  of  England,  and  all  of  the  fuuds  of  the  Bank  of  England 
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being  gold,  the  result  is  to  diminish  the  call  upon  the  gold  in  the  Bank 
of  England.  Now,  in  this  coantry  the  same  thing  takes  place  when  a 
man  borrows  a  million  dollars  to  pay  a  debt  abroad.  It  makes  a  dimi- 
nation  of  the  loanable  funds,  and  that  of  itself  works  an  increase  in 
the  rate  of  interest,  and  when  that  rate  of  interest  becomes  large  enough 
the  seller  of  exchange,  instead  of  meeting  his  remittances  by  the  actaal 
shipment  of  gold,  finds  a  cheaper  way  to  meet  his  bill  of  exchange. 
Secretary  Gage.  I  agree  with  what  Mr.  Fairchild  has  said,  but  I  do 
not  think  either  of  us  yet  has  specifically  answered  your  question.  I 
am  willing,  for  my  part,  to  say  the  raising  of  the  rate  of  interest  tends 
to  depress  the  price  of  securities  and  tends  to  depress  the  price  of  com- 
modities. 

BANKS    RAISE    THE    RATE    OF    INTEREST    BECAUSE    COMPELLED  TO 

DO  SO. 

The  Chairman.  Then  the  raising  of  the  rate  of  interest  by  the  Bank 
of  England,  or  the  banks  of  New  York,  or  of  Chicago,  taking  large  cities 
first,  is  compelled  by  the  financial  situation.  It  is  not  a  matter  that 
they  control,  but  they  are  compelled  to  do  so  to  protect  their  deposits 
and  to  protect  the  banks.    Is  not  that  soY 

Secretary  Gage.  That  is  undoubtedly  so. 

The  Chairman.  That  the  bank  oflScers  do  not  by  their  own  motion 
force  up  the  rate  of  interest,  but  they  defend  themselves  and  defend 
their  institutions  from  having  their  funds  depleted  by  raising  the  rate 
of  interest,  and  are  compelled  to  do  so  by  the  situation  f 

Secretary  Gage.  Yes,  sir;  and  it  is  operated  upon  by  the  law  of 
supply  and  demand  in  regard  to  loanable  fiinds. 

LEGAL  RATES  OF  INTEREST. 

The  Chairman.  Is  it  not  a  fact  that  the  rates  are  never  put  higb 
enough  to  prevent  the  loan  of  the  funds  of  the  banks  up  to  a  safe 
limit,  under  existing  conditions  f 

Mr.  Fairchild.  It  never  will  be  high  so  long  as  there  are  funds 
which  it  is  safe  for  a  bank,  or  a  number  of  banks  (if  there  are  a  number 
in  a  place),  to  loan. 

raising  the  RATE  OF  INTEREST  PROTECTS  GOLD. 

The  Chairman.  Is  it  not  a  fact,  Mr.  FairchOd,  that  the  desire  for 
taking  gold  or  anything  else  for  shipment  is  an  economic  desire— unless 
it  is  a  miserly  desire,  which  we  do  not  consider  in  this  discussion— and 
when  the  rate  of  interest  is  raised  it  depreciates  the  price  of  securities 
so  that  it  checks  the  economic  demand  for  gold,  and,  added  to  that,  is 
it  not  a  fact  the  raising  of  the  rate  of  interest  by  the  Bank  of  England 
has  been  effective  through  all  these  years  in  protecting  its  goldT 

Mr.  Fairchild.  The  raising  of  the  rate  of  interest  in  England  by 
the  Bank  of  England  as  an  indication  and  exponent  protects  the  gold 
in  England. 

The  Chairman.  Is  it  not  a  fact  that  the  raising  of  the  rate  of  inter- 
est of  the  Bank  of  England  in  the  last  ten  years  has  always  protected 
the  gold,  for  the  reason  men  desire  wealth  for  the  income  upon  it,  and 
that  as  the  price  of  solid  securities  goes  down  the  income  increases  or 
the  securities  are  shipped  and  accepted  in  place  of  gold,  and  that  is 
what  protects  the  gold  in  the  Bank  of  England T 
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Secretary  Gage.  I  think  that  is  correct. 

Mr.  Brosius.  In  the  Bank  of  England  the  rate  has  been  as  high  as 
10  per  cent? 

Secretary  Gage.  Twice  in  my  lifetime. 

Mr.  Brosius.  In  nearly  every  State  there  is  a  legal  rate  of  interest, 
and  under  our  banking  law  no  national  bank  in  any  State  can  exceed 
the  legal  rate  of  interest  there,  so  that  there  must  be  considered  as  a 
maximum  rate  of  discount  a  great  many  different  rates  in  the  difi'erent 
States  of  the  Union  f 

Secretary  Gage.  You  are  right,  except  as  to  the  State  of  Kew  York, 
where,  I  believe,  on  demand  loans  on  securities  there  is  no  limit  as  to 
the  rate  of  interest.    Am  I  correct,  Mr.  Fairchild? 

Mr.  Fairchild.  On  securities. 

Mr.  Brosius.  Let  me  understand  that. 

Secretary  Gage.  And  in  Massachusetts  I  think  there  is  no  legal 
rate. 

The  Chairman.  There  is  a  legal  rate  in  Massachusetts  and  in  New 
York  when  there  is  no  agreement  made,  but  men  have  the  right  to 
make  any  agreement  they  choose. 

Secretary  Gage.  I  so  understand. 

Mr.  Johnson.  On  call  loans! 

The  Chairman.  On  any  loan. 

Mr.  Fowler.  I  would  like  to  have  brought  out  the  fact  that  on  call 
loans  in  New  York  there  is  an  exception  to  the  statutory  rate.  Now, 
one  question  uj)on  the  matter  of  raising  the  rate:  Is  It  not  true,  gentle- 
men, that  after  the  rate  rises  to  a  certain  point  it  is  simply  a  question 
whether  a  large  number  of  people  who  might  profitably  borrow  at  a 
lower  rate  do  not  borrow  at  the  higher  price  because  it  will  not  be  a 
profit  to  do  so  f 

Secretary  Gage.  It  operates  that  way. 

Mr.  Hill.  Connecticut  has  no  rate  unless  it  is  fixed  in  the  contract. 

Mr.  McCleary.  Inasmuch  as  New  York  is  the  point  of  export,  I 
wish  to  ask  whether  the  rate  in  New  York  will  not  govern  after  allt 
And,  therefore,  are  the  rates  of  the  several  States  very  material  in  the 
casef 

Mr.  Fairchild.  I  say  that  under  present  c<»nditions  I  should  sup- 
pose New  York  would  largely  determine  the  rate,  although  I  might  say 
that  Chicago  has  lately  been  loaning  a  good  deal  of  money  in  Europe. 
So  probably  the  two  go  very  much  together;  but  New  York  would  very 
largely  influence  it. 

PEOPLE  have  no  desire  FOR  GOLD. 

The  Chairman.  Wherever  men  are  controlled  by  economic  consid- 
erations the  desire  of  men  is  for  wealth  which  affords  them  an  income, 
and  therefore  specie  is  never  desired  or  even  accepted  in  payment 
except  for  the  purpose  of  selling  it  at  a  premium  or  for  safety. 

Secretary  Gage.  That  is  a  fair  statement  of  fact. 

The  Chairman.  The  whole  system  of  using  paper  money  depends 
upon  the  instant  and  sure  redemption  in  coin  by  the  issuer  of  it? 

Secretary  Gage.  Upon  perfect  confidence  in  the  coin  redemption. 

The  Chairman.  Let  me  ask  a  second  question,  which  is  developed 
by  this.  In  order  that  paper  money  may  be  safely  issued  and  used,  is 
it  not  necessary  that  the  issuer,  directly  or  indirectly,  be  the  redeemer 
of  it? 

Secretary  Gage.  I  think  so. 
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THE  ENDLESS  CHAIN. 

The  Chairman.  Now  we  strike  something  that  has  been  talked  of  in 
the  coantry — that  a  fitting  illastration  of  this  process  is  an  endless 
chain  that  never  ceases  for  an  instant  to  move  potentially  or  actaally, 
and  anything  that  impairs  any  link  in  the  chain  does  it  injary. 

Secretary  Gage.  Your  question  involves  fignres  of  speech  which  faQ 
always  to  carry  exact  ideas;  bat  if  I  catch  yoar  thought 

The  Chairman.  Can  yon  suggest  a  more  apt  illustration  of  the  nec- 
essary inevitable  constant  flow  of  currency  in  and  out,  coming  in  con- 
tact potentially  with  the  specie  it  represents,  than  an  endless  chain 
which  never  ceases  for  an  instant  to  move  potentially  or  actually,  and 
that  anything  that  impairs  any  link  of  the  chain  does  the  currency 
system  injury  f  Can  either  of  you  gentlemen  supiiose  a  more  apt 
illustration  f 

Secretary  Gage.  I  think  there  are  a  dozen  you  might  use. 

The  Chairman.  Will  you  suggest  any  one  of  the  dozen  f 

Secretary  Gage.  Say  individual  backets.  We  have  adopted  the  end- 
less chain  as  a  figure  of  speech,  which  probably  conveys  nearly  the  idea 
involved,  namely,  that  whoever  has  demands  against  the  Government 
or  anyone  else  can  take  those  demands  and  have  them  realized  in 
redemption  money, in  specie.  If  these  obligations  are  again  issued,  the 
new  holder  can  do  the  same,  and  so  there  is  a  sort  of  circle  establislie<l; 
or  it  may  be,  on  the  one  hand,  the  notes  flow  out,  and  in  the  course  of  the 
movenient  of  trade  or  commerce  or  distrust  the  notes  come  back  in  a 
circular  movement.  That  is  not  a  horrible  thing;  it  is  natural,  re;i- 
soTiable,  and  ])roper,  and  the  issuer  should  never  complain.  Let  him 
meet  his  liabilities  on  demand. 

The  Chairman.  Is  not  that  what  will  take  place  in  making  a  redemp- 
tion fund! 

Secretary  Gage.  I  think  it  is. 

The  Chairman.  Can  you  suggest  anything  further,  Mr.  Fairchildf 

Mr.  Fairchild.  No,  sir;  I  think  that  is  perfectly  true. 

The  Chairman.  Assuming  that  there  will  be  a  recurrence  of  the 
distress  of  1803,  is  it  possible  in  such  a  situation  and  under  such  con- 
ditions to  avoid  an  endless  chain,  as  long  as  we  have  any  obligations 
we  redeem  in  gold! 

Secretary  Gage.  No,  sir.  You  may  sometimes  make  a  strong  endless 
chain  and  sometimes  a  feeble  one.  As  long  as  there  is  a  dollar  of  obli- 
gation of  the  Government  out,  that  dollar  can  be  presented  to  the  Gov- 
ernment. If  it  is  redeemed  and  paid  out  it  can  be  presented  again,  and 
can  be  presented  as  many  times  as  it  is  paid  out.  That  can  be  done 
with  only  one  dollar. 

GOLD  TAKEN  OUT  OP  THE  TREASURY  IS  LOST  FOR  USE  IN  REDEEM- 
ING PAPER  MONEY. 

The  Chairman.  Is  it  not  a  fact  that  gold  taken  out  of  the  Treasury 
goes  into  the  possession  of  forces  antagonistic  to  the  Treasury,  and  that 
gold  taken  from  a  bank  is  immediately  returned  to  some  other  bank 
and  is  kept  in  the  banking  system,  and  the  gold  is  not  lessened  in 
.quantity  Y  It  is  lessened  in  quantity  by  just  that  amount  taken  out  ot 
the  Treasury  which  is  available  for  redemption,  while  in  the  bauks  it  is 
not  lessened  at  all? 

Mr.  Fairchild.  Yes. 

Mr.  Johnson.  In  one  sense  the  endless  chain  is  not  an  evil.    It  is 
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essential  in  the  constmction  of  a  cnrrency  system  that  there  shoald  be 
a  presentation  of  the  demand  notes  for  redemption,  bat  the  evil  lies  in 
the  fact  that  the  Government  does  not  possess  the  banking  facilities  to 
enable  it  to  meet  these  demand  notes  without  nndue  stress. 

Mr.  Fairchild.  Yes;  the  Government  funds  are  constantly  being 
depleted  and  never  replenished  in  the  ordinary  coarse  of  its  business^ 
while  with  the  bank  transactions  which  call  for  the  issae  of  its  demand 
obligations  contain  the  means  for  their  payment. 

GOVERNMENT  CAN  NOT  SAFELY  ISSUE  PAPER  MONEY. 

Now,  when  the  Government  issues  its  demand  obligationR  the  trans- 
action which  issues  them  contains  no  means  whatever  for  their  payment. 

Mr.  Johnson.  That  is  the  very  point  I  wanted  to  develop,  wherein 
the  work  of  the  Government,  as  a  bank  issuing  circulating  notes,  difif'ers 
from  a  well-constituted  bank. 

Mr.  Fowler.  The  counterpart  of  any  credit  note  that  is  issued  by  a 
Government  or  a  bank  is  that  it  shall  be  currently  redeemed  in  some- 
thing of  real  value  as  a  measure,  in  order  that  its  soundness  may  be 
tested  every  hour  if  necessary? 

the  endless  CHAIN  GOOD  AND  NOT  EVIL. 

Secretary  Gage.  In  order  that  a  condition  of  health  may  prevail. 
Suppose  that  with  ia  bank  the  same  circular  movement  of  gold  goes  on 
that  was  spoken  of  a  little  while  ago.  The  probability  is  that  every 
bank  in  every  money  center  redeems  every  day  from  10  to  15  per  cent 
of  its  liabilities,  creating  new  liabilities  to  someone  else,  and  the  next 
day  liquidating  again  and  again,  always  new  creditors  settling  and 
satisfying  former  creditors.  There  is  a  substantial  redemption  of  a 
bank's  liabilities.  A  bank's  notes  are  not  different  in  their  essential 
character  from  the  bank's  deposits.  They  are  the  same  in  their  nature 
and  are  governed  by  the  same  general  principles. 

SELL  BONDS  TO  MAINTAIN   PARITY. 

Mr.  Brosius.  Do  you  think  that  the  parity  of  all  our  money  under 
all  circumstances  could  be  maintained  without  the  direct  interchange 
of  gold  for  silver,  in  ca^e  the  holder  of  the  silver  demands  it,  and  does 
not  your  commission  bill  proceed  upon  the  assumption  that  gold  will 
be  given  for  silver  when  demanded! 

Mr.  Fairchild.  We  provide  in  our  bill  that  it  shall  be  so  given. 

Mr.  Brosius.  That  is  direct  interchange,  is  it  notf 

Mr.  Fairchild.  That  will  be  direct  interchange;  yes,  sir. 

Mr.  Brosius.  Can  the  parity  of  silver  and  gold  be  maintained  under 
all  circumstances  without  that  direct  interchange! 

Mr.  Fairchild.  I  should  say  not  so  surely,  under  all  circumstances. 

Mr.  Brosius.  And  therefore  you  have  provided  for  that  in  your  billt 

Mr.  Fairchild.  Yes. 

Mr.  Taylor.  By  the  terms  of  this  bill  a  bank  has  to  pay  its  deposi- 
tors in  some  kind  of  lawful  money.  It  may  pay  greenbacks,  and  when 
they  are  gono.  it  may  pay  them  in  silver.  If  it  pays  them  in  silver,  the 
United  States  stands  ready  to  exchange  gold  for  the  silver,  so  the  cur- 
rency of  the  country  rests  upon  such  a  basis  that  men  will  not  only  be 
able  to  obtain  gold  when  they  want  it,  but  they  can  compel  it  when 
they  want  it. 
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Mr.  Cox.  Here  is  a  depositor  in  a  bank  who  has  a  thousand  dollars 
deposited.  He  calls  upon  the  bank  to  make  good  that  deposit.  The 
bank  has  to  make  it  good  in  gold  or  silver.  If  they  make  it  good  in 
gold,  that  is  the  end  of  it.  If  the  bank  pays  him  in  silver,  then  the 
man  can  take  the  silver  and  go  to  the  Treasury  and  get  the  gold.  Is 
that  correct  f 

Mr.  Taylor.  Yes,  sir. 

Mr.  Cox.  Now,  he  leaves  the  silver  there  in  the  place  of  the  gold. 
The  difficulty,  in  my  mind,  lies  in  this.  With  that  kind  of  process 
where  is  the  Government  to  get  the  gold  to  redeem  that  sUver  or 
exchange  itf 

Mr.  Taylor.  Just  as  it  does  now.  By  its  revenues,  when  they  are 
sufficient,  and  when  that  is  not  sufficient  by  borrowing. 

UNITED   STATES   NOTES   DESTROYED   BY    SECRETARY   0AaB    IN 

MAKING  THEM  GOLD  CERTIFICATES. 

The  Chairman.  Mr.  Secretary,  you  have  said  that  if  you  had.  in  the 
issue  and  redemption  department  $200,000,000  of  greenbacks  today— 
and  I  suppose  you  include  the  $125,000,000  of  gold  out  of  the  general 
Treasury,  making  $325,000,000-7-that  the  banks  would  immediately,  yoa 
think,  bring  gold  to  the  Treasury  for  the  greenbacks f 

fciecretary  Gage.  I  think  so. 

The  Chairman.  Why  should  they  not  bring  the  whole  $200,000,000 
they  now  have  to  take  the  greeiibacksf 

Secretary  Gage.  Perhaps  they  would.  I  am  naturally  conservative 
in  my  estimates. 

The  Chairman.  It  would  be  to  their  interest  to  do  so,  would  it  not! 

Secretary  Gage.  I  think  it  would. 

The  Chairman.  Then,  assuming  that  there  are  $21,000,000  of  green- 
backs— I  believe  that  is  the  estimate,  somewhere  from  $15,000,000  to 
$25,000,000 — destroyed,  you  would  have  either  greenbacks  in  this  issue 
and  redemption  fund  or  gold  to  make  up  the  $325,000,000? 

Secretary  Gage.  Yes,  sir. 

The  Chairman.  Then  that  makes  the  greenback  purely  and  abso- 
lutely a  gold  certificate? 

Secretary  Gage.  It  makes  it  essentially  so.  I  do  not  think  it  makes 
it  purely  and  absolutely  so. 

ex-secretary  fairchild. 

[Mr.  Fairchild  proposes  to  destroy  lefi:al  tenders  and  have  no  paper 
money  under  $10,  except  $200,000,000  in  silver  certificates,  and  then 
banks  can  not  get  these  certificates.] 

The  Chairman.  You  propose  a  aestruction  of  the  greenbacks,  and 
to  substitute  for  the  greenbacks  drawing  gold  from  the  Treasury  the 
silver  dollar t 

Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  Then  you  do  not  propose  to  have  any  means  of  reach- 
ing the  gold  in  the  Treasury  after  you  have  destroyed  the  greenbacks? 

exchange  gold  for  silver. 

Mr.  Fairchild.  We  propose  that  the  Government  shall  keep  the  sil- 
ver doUars  equal  to  gold. 
The  Chairman.  How  are  you  going  to  do  that? 
Mr.  Fairchild.  By  giving  gold  when  anybody  wants  itj  and  wecal- 
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calate  that  an  amount  of  gold  kept  in  the  Treasury  equal  to  5  per  cent 
of  the  silver  dollars  in  existence  will  suffice  for  that  purpose. 

The  Chairman.  If  you  propose  to  redeem  the  silver  dollars  ia  gold  by 
the  Treasury,  you  propose  to  redeem  them  ou  demand  f 

Mr.  Fairohild.  Yes,  sir;  on  demand. 

Mr.  Hill.  I  would  like  to  ask  a  question  now  in  regard  to  the  ques- 
tions asked  by  Mr.  Cox.  When  this  bill  is  in  operation  and  effectg  we 
T%  ill  have  three  kinds  of  currency — gold,  silver,  or  sUver  certificates^ 
and  bank  notes — and  that  is  allf 

Mr.  Fairchild.  Yes,  sir. 

NO  PAPER  UNDER  $10,  EXCEPTING  SILVER  CERTIFICATES. 

Mr.  Hill.  Now,  as  I  understand  the  proposition  of  the  commission, 
they  think  that  the  silver  certificates  under  810  taking  the  place  of 
the  present  national  bank  notes  under  $5  iu  denomination,  and  Gov- 
ernment currency,  will  be  so  firmly  held  that  not  even  a  panic  will 
bring  them  to  the  Treasury  for  redemption? 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Hill.  So,  practically,  for  redemption  money,  there  will  be  goldf 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Hill.  Practically  all  ? 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Hill.  It  will  be  used  for  redemption  of  bauk  notes,  and  there 
will  be  less  silver  dollars  in  circulation,  but  more  silver  certificates  in 
circulation  as  a  matter  of  convenience  f 

Mr.  Fairchild.  I  could  not  say. 

Mr.  Hill.  That  will  be  the  working  of  it.  Kow,  I  wanted  to  ask  you 
this  question:  Suppose  a  war  to  come,  or  some  great  demand  for  gold, 
is  there  any  possible  way  in  which  that  demand  could  be  brought  to 
bear  upon  the  Treasury? 

Mr.  Fairchild.  No,  sir. 

BANKS  CAN  NOT  GET  SILVER. 

Mr.  Hill.  Being  unable  to  accumulate  any  reasonable  amount  of 
silver  certificates  or  dollars,  must  not  that  gold  be  secured  by  taking 
uatioual-bauk  notes  to  the  banks  for  gold  redemption  f 

Mr.  Fairchild.  Yes,  sir. 

Mr.  Hill.  And  they  will  regulate  that  matter  by  the  operation  of  the 
rise  and  fall  of  interest,  as  is  now  done  in  England. 

Mr.  Fairchild.  Exactly. 

The  Chairman.  Then  you  propose  in  your  system  to  put  the  power 
of  demanding  the  gold  of  the  Government,  the  redeeming  of  money  in 
gold,  beyond  the  power  of  the  people  to  reach;  that  is  your  point  in 
the  bill  f 

Mr.  Hill.  It  puts  it  on  the  banks. 

The  Chairman.  No,  sir;  I  beg  your  pardon. 

Mr.  Fairchild.  I  do  not  understand  your  question.  I  do  not  under- 
stand the  assumption. 

TO  demand  gold  put  out  of  the  power  of  THE  PEOPLE. 

The  Chairman.  Your  answer  to  the  question  of  Mr.  Hill  was  that 
the  silver  would  be  so  absorbed  that  it  was  not  practicable  to  get  the 
silver  with  which  to  demand  goldf 

Mr.  Fairchild.  Certainly. 
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The  Chairman.  That  is  your  first  proposition  Y 

Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  Now,  your  second  proposition  is  that  there  is  then 
nothing  left  in  the  community  that  they  can  get  to  bring  to  the  Gov- 
ernment to  secure  goldf 

Mr.  Fairchild.  Nothing  whatever  left. 

The  Chairman.  Then  what  institution  of  individuals  is  to  keep  all 
of  our  money  at  par,  each  with  every  other! 

Mr.  Fairchild.  The  people  who  issue  it. 

The  Chairman.  But  where  is  the  provision  in  law  that  anybody 
shall  redeem  it  in  gold! 

Mr.  Fairchild.  They  can  not  redeem  it  in  anytliing  else. 

The  Chairman.  The  gold  is  to  be  in  the  Treasury! 

Mr.  Fairchild.  It  would  not  be  in  the  Treasury. 

BANES  NOT  REQUIRED  TO  REDEEM  IN  GOLD. 

The  Chairman.  Do  you  provide  by  law  that  the  banks  shall  redeem 
in  gold! 

Mr.  Fairchild.  Not  at  all.    In  lawful  money. 

The  Chairman.  And  your  bill  destroys  the  greenbacks! 

Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  And  you  claim  that  the  silver  dollars  wiU  not  be 
stored  by  the  banks  so  they  can  get  gold,  as  they  now  store  greenbacks. 
Why  will  not  the  desire  and  the  practice  of  the  banks  be  to  keep  the 
silver  dollars  to  get  the  gold,  precisely  as  they  now  keep  the  greenbacks  ! 

Mr.  Fairchild.  Because  the  people  must  have  them  for  use  in  their 
trade  and  business. 

The  Chairman.  That  is,  you  propose  to  make  the  getting  of  small 
money  so  difficult  that  the  banks  can  not  hoard  it— can  not  keep  it  to 
get  gold  for!    ♦    ♦    • 

SILVER  MUST  GO  INTO  BANKS. 

The  Chairman.  Is  it  not  a  fact  that  this  silver  money,  when  it  is 
paid  in  the  natural  course  of  retail  trade,  will  be  paid  to  the  store- 
keepers for  goods  that  the  people  buy! 

Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  That  is  the  use  that  will  be  made  of  it! 

Mr.  Fairchild.  Yes,  sir;  paid  for  car  fares  and  hotel  bills,  and  all 
kinds  of  things. 

The  Chairman.  Then  the  answer  to  my  question  is  that  it  will  be 
paid  by  people  in  the  retail  purchases  of  the  things  they  want! 

Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  Now,  is  it  not  the  custom  of  all  merchants,  railroad 
companies,  big  merchants  and  small,  to  deposit  that  money  in  the  bank! 

Mr.  Fairchild.  It  is. 

The  Chairman.  Then  is  it  not  the  custom  to-day  for  the  banks  to 
accumulate  the  greenbacks,  retaining  them  and  paying  out  something 
else! 

Mr.  Fairchild.  Yes,  sir. 

The  Chairman.  Then  will  it  not  be  the  custom  of  the  banks,  under 
your  proposed  law,  in  order  to  have  something  that  is  the  equivalent  of 
gold  for  which  to  secure  gold  to  redeem  their  bills,  to  keep  the  silver 
certificates  to  demand  gold  for! 

Mr.  Fairchild.  It  will  not. 
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The  Chairman.  Why! 

Mr.  Fairchild.  Because  there  will  not  be  enough  of  it. 

The  Chairman.  Well,  I  am  done. 

Mr.  Hill.  They  will  retain  gold! 

Mr.  Fairchild.  Of  course  they  will. 

The  Chairman.  Then  you  fix  the  thing  so  that  nobody  can  get  any 
money  on  which  to  demand  gold  except  bank  notes! 

Mr.  Fairchild.  That  is  absolutely  the  case. 

Mr.  Cox.  Your  theory,  then,  is,  so  far  as  the  silver  is  concerned,  that 
it  will  be  put  out  in  circulation  and  in  the  hands  of  the  people,  and  con- 
sequently the  banks  can't  concentrate  it  so  as  to  draw  gold  from  the 
Treasury! 

Mr.  Fairchild.  Yes,  sir. 

REDEMPTION  OF  UNITED  STATES  NOTES — UNDER  WALKER  BILL 
BANKS  ASSUME  UNITED  STATES  NOTES  EQUAL  TO  12^  PER  CENT 
OF  THEIR  CAPITAL, 

Mr.  Fairchild.  I  do  not  get  very  clesirly  in  my  mind  how  you  relieve 
the  Government  of  the  greenbacks  and  the  greenbacks  still  remain, 
making  the  banks  responsible  for  them.  Where,  then,  do  you  differ- 
entiate them  from  the  other  notes,  as  to  reserves  and  liabilities!  How 
do  you  arrive  at  that! 

Mr.  Walker.  Arrive  at  their  current  redemption! 

Mr.  Fairchild.  Yes. 

Mr.  Walker.  By  requiring  banks  to  deposit  in  lawful  money  in  the 
Treasury  a  sum  equal  to  12^  per  cent  of  their  capital  and  destroy  the 
existing  greenbacks  to  the  same  amount  and  issue  to  the  banks  a  new 
print  of  the  greenbacks  with  their  own  bill  printed  on  the  back  of 
them,  which  they  shall  sign  and  execute  as  though  it  were  only  their 
own  note,  and  it  is  legal  tender  to  everybody  as  now — every  bank  and 
every  individual — except  to  the  bank  that  takes  and  issues  them.  They 
will  be  the  same  as  a  Bank  of  England  note.  They  are  legal  tender 
everywhere  except  at  the  bank  whose  note  is  printed  on  the  back  of 
them.  That  takes  $200,000,000,  and  the  bill  further  provides  that  that 
amount  shall  never  be  increased,  but  that  the  percentage  of  12^  shall 
be  reduced.  It  does  not  mention  $200,000,000,  but  that  is  what  it 
comes  to.  When  that  is  once  done,  12J  per  cent  will  never  be  increased, 
but  on  the  contrary  may  be  reduced. 

Mr.  Fairchild.  If  I  apprehend  your  question,  it  seems  to  me  that 
that  is  making  a  legal  tender  again  of  somebody's  credit,  and  while 
that  is  economical,  or  might  be  ecouomica],  and  we  might  like  to  limit 
it,  I  am  afraid  of  the  idea.  I  do  not  know  that  I  do  comprehend  the 
idea  fully,  but  if  I  do,  1  am  afraid  of  the  idea  of  making  anybody  take 
anybody's  promise  to  pay  if  he  does  not  want  to  take  it.  That  would 
be  my  objection  to  your  idea,  if  I  understand  it. 

THE  PEOPLE  WISH  TO  KEEP  THE  GREENBACKS. 

Mr.  Walker.  The  point  is  that  the  people  insist  on  retaining  the 
legal-tender  notes  and  refuse  to  withdraw  them. 

Mr.  Fairchild.  Under  our  bill  they  remain  if  the  people  do  not  want 
to  have  them  paid. 

Mr.  Walker.  Do  you  mean  all  the  people  or  the  people  who  are  the 
bankers Y    This  becomes  a  political  question. 

Mr.  Fairchild.  Anybody  who  holds  them  may  refrain  from  present- 
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ing  them  for  payment  in  gold  if  they  prefer  to  have  them;  and  my 
opinion  would  be,  as  I  have  already  expressed  it,  that  having  once 
established  our  principle  they  would  be  retained  certainly  during  the 
ten  years,  and  even  after  they  cease  to  be  a  legal  tender  they  would  be 
performing  a  very  large  function. 

Secretary  Gage.  Mr.  Walker,  I  would  like  to  ask  yon  a  question  or 
two  on  that  point. 

Mr.  Walker.  Certainly. 

Secretary  Gage.  Your  proposition  is  equivalent,  as  I  understand  it, 
to  the  banks  loaning  the  Government  of  the  United  States  12J  per 
cent  of  the  amount  of  their  circulating  notes  free  of  interest,  substan- 
tially. 

NOT  A  LOAN  TO  THE  GOVERNMENT,  BUT  A  CONVENIENCE  TO  THB 

BANKS. 

Mr.  Walker.  Ko,  not  at  all;  because  if  it  was  to  a  greater  amount 
it  might  be,  but  being  at  an  amount  so  small,  only  one-quarter  of  the 
cash  reserve  that  the  law  requires  them  to  keep,  and  being  all  taken 
up  in  the  reserve,  and  the  coin  reserve  being  ample  without  that,  they 
being  treated  as  coin  and  performing  all  the  work  of  coin,  it  is  equiva- 
lent to  allowing  b«inks  the  liberty  of  using  their  own  paper  in  the  place 
of  gold.  The  bill  is  drawn  upon  that  theory,  and  allows  the  bank  with 
60  per  cent  of  greenbacks  to  take  out  50  per  cent  of  currency,  but  when- 
ever the  bill  gets  into  full  operation,  it  may  take  100  per  cent  the  same 
as  a  bank  with  12  J  per  cent,  upon  the  theory  that  this  was  worth  to  the 
banks  in  practice  as  much  as  the  gold. 

Secretary  Gage.  Still,  it  would  remain  true  that  the  Government 
would  get  the  advantage  of  8200,000,000  without  interest! 

Mr.  Walker.  Certainly. 

COST  BANKS  NOTHING. 

Secretary  Gage.  The  only  difference  is  that  it  would  be  furnished  by 
the  banks  without  any  sacrifice  or  costY 

Mr.  Walker.  Yes. 

Secretary  Gage.  Since  it  would  go  into  the  bank  reserves,  being 
available  to  them  in  an  ultimate  case! 

Mr.  Walker.  It  would  never  be  circulated  at  all.  It  would  take 
them  from  circulation  as  much  as  your  system  or  Mr.  Fairchild's. 

Secretary  Gage.  They  probably  would  not  be  circulated,  but  if  they 
were  paid  out  the  bank  would  have  to  redeem  them  and  it  would  be  as 
much  a  charge  on  them  as  if  they  were  their  own  notes.  Therefore,  is 
it  worth  while  to  go  through  the  machinery  of  those  notes!  Would  it 
not  be  better  for  the  banks  to  lend  the  Government  $200,000,000  for  the 
privilege  of  issuing  their  own  notes! 

PARITY  MAINTAINED  BY  BANKS. 

Mr.  Walker.  It  absolutely  relieves  the  CTnited  States  Treasury  from 
all  resx>onsibility  for  redemption,  for  my  bill  provides  that  all  the  banks 
shall  pay  a  penalty  tax  of  one-half  of  1  per  cent  on  their  deposits  if  they 
fail  to  maintain  the  parity  between  the  four  kinds  of  money — ^the 
national-bank  notes,  the  legal-tender  notes,  and  the  silver  dollars,  and 
the  gold  coin. 
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A  NEW  UNITED  STATES  NOTE, 

Mr.  McCleabt.  I  have  been  trying  to  picture  this  note  that  yon 
have  been  describing.  Am  I  to  understand  that  it  is  a  United  States 
note  on  one  side  and  a  bank  note  on  the  other  Y 

Mr.  Walker.  Ye»;  it  is  the  legal-tender  note  except  to  the  bank 
that  has  its  note  printed  on  the  back,  and  to  that  bank  it  is  purely  a 
currency  note,  like  the  rest  of  the  notes  it  issues  against  its  assets. 

Is  it  not  a  fact  that  neither  the  Goveruuient  Treasury  here  nor  any 
subtreasury  can  currently  redeem  paper  with  the  current  funds  as 
banks  can  do  itf  The  Government  can  not  do  it  without  the  actual 
presence  of  the  legal  redeemerf  I  address  my  remark  to  either  Secre- 
tary Fairchild  or  Secretary  Gage,  or  to  both. 

Mr.  Fairchild.  Will  you  repeat  that! 

TREASURY  REDEMPTION  EXCHANGE. 

Mr.  Walker.  Can  the  United  States  Treasury  or  any  of  its  sub- 
treasuries  currently  redeem  paper  money  as  freely,  immediately,  and 
economically  as  the  banks  can  redeem  the  paper  money  themselves! 

Mr.  Fairchild.  Do  you  mean  can  the  Treasury  redeem  bank  notes 
as  economically! 

Mr.  Walkkr.  Paper  money  of  any  kind — paper  money  that  they 
issue — as  easily  as  the  banks  can  redeem  money  they  issue. 

Mr.  Fairchild.  That  I  can  not  say.  That  is  a  matter  of  statistics. 
I  could  not  say  as  to  the  cost. 

TREASURY  REDEMPTION  TO  COST  $27,000,000  A  YEAR. 

Mr.  Walker.  For  the  cost  of  keeping  the  redemption  of  moneys — 
the  whole  system — the  United  States  Government  has  held  between 
$200,000,000  and  $300,000,000  of  money  for  twenty  years.  It  is  a  cost 
to  the  people  who  are  taxed  to  keep  it  of  6  per  cent  interest  on  that 
sum  of  money.  Now,  it  is  proposed  in  both  your  bill  and  in  Secre- 
tary Gage's  bill  to  add  $200,000,000  more,  bringing  the  money  in  the 
United  States  Treasury  up  to  $450,000,000,  and  the  interest  on  that 
costs  the  people  6  per  cent.  That  makes  $27,000,000  a  year  for  the 
privilege  of  the  United  States  Treasury  redeeming  this  paper  money — 
that  is,  we  have  got  to  keep  that  amount  on  hand.  Not  only  that,  but 
the  machinery  of  redemption,  in  the  sense  of  products  meeting  products 
in  the  general  fiindsof  a  bank,  and  their  paper  representatives,  includ- 
ing currency  notes,  with  its  other  obligations  redeeming  each  other,  not 
Treasury  redemption,  is  not  as  convenient  as  it  would  be  in  a  banking 
system  outside  the  Treasury.    Is  not  that  a  factf 

Mr.  Fairchild.  That  is  a  fact. 

Mr.  Johnson.  Do  you  eliminate  the  United  States  Treasury  in  your 
scheme? 

Mr.  Walker.  Certainly.  It  is  nothing  to  the  public  whether  the 
Treasury  receipts  are  more  or  less  under  my  bill. 

My  bill  absolutely  relieves  the  United  States  Treasury  from  having 
anything  to  do  with  the  current  redemption  of  any  money  of  any  kind, 
and  puts  it  on  the  banks,  and  on  the  theory  that  the  banks  can  do  it 
at  no  cost,  that  gold  freely  flows  into  the  banks,  and  flows  out  of  them 
where  they  issue  true  currency  notes — paper  money.  That  absolutely 
relieves  the  Treasury.    My  claim  is  that  my  system  would  relieve  the 
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United  States  Treasury  of  keeping  $400,000,000,  more  or  less,  that  your 
bills  require  to  be  kept  in  the  Treasury. 

Mr.  Faibchild.  What  is  the  $400,000,000  Y 

Mr.  Walker.  There  is  $280,000,000  now  in  the  United  States  Treas- 
ury, more  or  less— some  $240,000,000  to  $288,000,000;  $288,000,000  it 
has  averaged  in  some  years. 

Mr.  Newlands.  Of  what! 

Mr.  Walker.  I  mean  of  ^'free  moneys,"  as  reported.  Gall  it  Qovern- 
ment  working  note  redemption  capital  if  you  choose.  England  has  a 
working  capital  of  about  $20,000,000 ;  France  a  working  capital  of  about 
$30,000,090,  and  Germany  a  working  capital  of  about  $20,000,000,  aud 
we  have  $280,000,000. 

PROPOSITION  TO  HAVE  $350,000,000  IN  THE  TREASUBT. 

Now,  Mr.  Gage  proposes  to  take  out  $125,000,000  of  this  $288,000,000; 
he  proposes  to  add  $200,000,000,  making  $325,000,000,  which  is  equiva- 
lent to  adding  $200,000,000  to  what  we  now  have;  while  my  bill  relieves 
the  Government  of  the  necessity  of  keeping  any  money  whatever  except 
an  ordinary  exchequer  balance,  the  same  as  any  man  keeps  his  business 
cash. 

Mr.  Fairohild.  Then  somebody  else  is  to  take  care  of  those  things. 

Mr.  Walker.  It  costs  the  Government  interest  on  it  and  would  not 
cost  the  banks  anything. 

Mr.  Fairohild.  They  do  not  make  interest  on  the  money  in  their 
vaults. 

Mr.  Walker.  That  is  true,  but  they  would  not  have  to  keep  any 
additional  sum  there  under  my  bill. 

Mr.  Fairohild.  They  would  take  care  of  the  notes,  and  the  baukisi 
would  not  bave  to  do  any  more  than  now.    Is  that  it! 

BANKS    NOW    SUSTAIN     THE    TREASURY,   COSTING   THE    PEOPLE 

$50,000,000  A  TEAR. 

Mr.  Walker.  The  banks  to-day  sustain  the  Treasury  and  are  at  the 
expense  of  sustaining  the  $1,000,000,000  that  are  in  circulation.  That 
is  my  assumption.  Kow,  if  the  $1,000,000,000  that  is  in  circulation 
pays  only  1  per  cent,  the  people  are  in  fact  paying  the  difference  between 
1  and  6  per  cent  on  the  whole  $1,000,000,000  the  way  it  is  now  issued — 
that  is,  $50,000,000  a  year  in  higher  rates  of  interest.  I  ask  you  if  that 
is  not  a  fact? 

Mr.  Fairohild.  I  do  not  get  at  that. 

Mr.  Walker.  Suppose  there  was  no  paper  money  in  existence  except 
that  issued  by  the  banks,  and  suppose  the  demands  of  the  people  call 
for  $1,000,000,000  of  paper  money,  as  now,  and  the  banks  issued  it  and 
kept  that  amount  in  circulation.  We  will  put  it  in  round  numbers. 
The  banks  would  make  on  that  what  their  rates  of  loans  aud  discounts 
were  on  their  general  business. 

Mr.  Fairohild.  Yes. 

UNITED  STATES  TREASURY  TO  PAY  THE  CURRENCY  IN  CASE  OP 

INSOLVENCY  UNDER  THE  WALKER  BILL. 

Mr.  Walker.  If  they  are  not  making  any  money  on  that,  then  the 
banks  are  losing  that  much  that  they  otherwise  would  make  under  the 
English  or  Scotch  or  French  or  German  or  Suffolk  or  State  bank  system, 
or  under  the  Walker  bilL    Is  not  that  true! 
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Mr.  FAiBCHiiiD.  Of  coarse;  that  is  a  mathematical  statement;  that 
if  they  do  not  loan  the  money  then  they  are  not  making  the  interest 
on  it. 

Mr.  FowLEB.  Ultimate  redemption,  however,  is  thrown  upon  the 
Government. 

Mr.  Walker.  Yes,  when  a  bank  becomes  insolvent,  $200,000,000  of 
it;  but  there  is  a  tax  that  more  than  covers  it. 

Mr.  FowLEB.  Rat  there  is  no  limit  to  the  taxY 

Mr.  Walkee.  Yes. 

Mr.  FowLEB.  The  Government  is  responsible  absolutely! 

Mr.  Walkeb.  Certainly;  but  there  is  a  tax  that  will  pay  for  that. 

Mr.  FowLEB.  But  if  that  tax  doesn't  happen  to  cover  it  the  Govern- 
ment must  take  it  upf 

Mr.  Walkeb.  Certainly;  the  Government  guarantees  in  a  statute 
the  same  as  now,  with  a  bond. 

Mr.  FowLEB.  It  is  an  absolute  guarantee  for  all  the  banks  may 
issue. 

Mr.  Walkeb.  Yes.  The  money  is  just  as  safe  as  the  bonds,  except 
it  is  written  in'the  statute  instead  of  being  written  in  the  bonds. 

Mr.  Hill.  There  is  a  5  per  cent  held  by  the  Government  of  its  own 
money  against  its  own  not'CS. 

Mr.  Walkeb.  Yes;  it  would  amount  to  $10,000,000,  and  the  bank 
also  keeps  with  the  Government  an  amount  equal  to  5  per  cent  of  its 
currency,  which  it  can  not  count  in  its  reserve. 

Mr.  Johnson.  Are  you  talking  about  your  billt 

Mr.  Walkeb.  I  am  talking  about  my  bill. 

TBUB  VISIBLE  GOLD. 

Mr.  Walkeb.  Now  I  want  to  call  your  attention  to  another  remark- 
able thing.  In  the  whole  of  the  United  States  there  was  specie  in  the 
old  State  banks,  in  1860,  of  $2.69  per  capita.  To  day  there  is  gold  in 
the  national  banks  to  exactly  the  same  amount — $2.69  per  capita. 

Mr.  Faibghild.  Does  that  include  all  the  old  State  banksY 

Mr.  Walkeb.  All;  yes,  sir. 

Mr.  Faibohild.  Then  the  gold  in  the  national  banks  is  equivalent 
to  the  gold  in  the  State  banks? 

Mr.  Walkeb.  It  is  fair  to  say  that  the  gold  in  banks  in  1860  per  capita 
was  $2.69  in  this  country.  To-day  it  is  the  same  per  capita  in  the  national 
banks  alone.  The  amount  in  the  State  banks  is  not  given  today,  but 
they  hold  of  cash  44.7  per  cent  as  much  as  the  national  banks.  It  is 
reasonable  to  suppose  that  there  is  $1.20  per  capita  of  gold  in  State 
banks,  which,  added  to  the  other,  makes  a  specie,  probably  gold,  to-day, 
per  capita,  $3.89,  to  $2.69  in  1860.  Now,  $3.96  in  gold  to  each  of  the 
73,000,000  amounts  to  $272,300,000  in  gold.  The  visible  gold,  as  shown 
in  the  Comptroller's  report,  December  7, 1896,  page  22,  was  8421,236,388. 
Visible  gold  not  in  banks  of  loan  and  discount  then  was  $148,936,388. 
Total  gold  in  the  United  States  is  $696,270,542,  by  the  report  of  the  mint. 

I  did  not  suppose  it  was  anywhere  near  that  amount,  but  my  recent 
investigation,  and  the  fact  that  gold  is  paid  in  for  taxes  in  St.  Louis 
and  other  cities  by  comparatively  poor  people,  leads  me  to  think  that 
there  is  more  than  that.  I  should  not  be  surprised  if  $800,000,000  devel- 
oped if  we  had  a  proper  banking  system  that  fully  restored  confidence. 
The  visible  gold  per  capita — not  the  gold  in  pockets,  but  the  visible  gold 
in  the  various  institutions — is  $5.77,  and  the  total  gold  in  the  country 
is  $9.54  per  capita  that  we  know  of,  not  counting  that  which  is  hoarded. 
I  take  the  statistics  as  they  are  given. 
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Mr.  Newlands.  Will  yoa  please  state  again  what  the  per  capita  of 
visible  gold  is! 

Mr.  Walker.  Five  dollars  and  seventy-seven  cents.  That  was  foand 
by  the  investigation  of  Mr.  Eckles,  and  was  stated  in  his  report  of  Decem- 
ber, 1896,  page  26.  My  point  is,  that  if  we  had  a  banking  system  that 
woiild  establish  confidence,  such  as  is  felt  in  Germany,  France,  Canada, 
and  Scotland,  would  not  a  large  amount  of  gold  that  is  not  now  visible 
be  visible  by  flowing  into  banks  at  once,  or  at  least  very  soonY 

Mr.  Fairchild.  1  think  so.  I  think  if  there  was  entire  confidence  in 
our  monetary  condition  that  we  would  see  a  great  deal  more  gold. 

SX7FFOLK  SYSTEM. 

Mr.  Walker.  The  New  England  banking  system — the  Suffolk  sys- 
tem— was  understood  to  be  about  as  safe  a  system  as  any  country  has 
ever  had  in  its  practical  workings;  so  much  so,  that  in  1857  scarcely  a 
bank  failed,  and  when  they  suspended  specie  payment  (and  then 
because  New  York  had  suspended  and  they  were  forced  to  do  it  for 
that  reason)  they  paid,  during  the  whole  of  that  suspension  to  anybody 
that  asked  for  it  in  the  legitimate  way  of  business,  all  the  specie  they 
wanted;  and  gold  did  not  go  to  a  premium  by  the  smallest  fraction 
during  that  nominal  suspension. 

Mr.  McCleary.  When  was  that! 

Mr.  Walker.  In  the  panic  of  1857.  The  statements  that  I  have 
made  are  matters  of  history. 

Mr.  McCleary.  I  do  not  doubt  your  statement,  but  was  simply 
asking  for  information. 

Mr.  Walker.  Now,  at  that  specie  security  we  could  issue  to-day 
$1,454,075,000  of  currency,  with  13^  per  cent  gold  back  of  it,  as  New 
England  banks  then  had. 

Mr.  MgClbary.  And  have  as  good  security  Y 

SUFFOLK  SYSTEM  NATIONALIZED  IN  WALKER  BILL. 

Mr.  Walker.  Yes.  And  have  the  same  amount  of  gold  in  the 
banks  back  of  the  currency  now,  as  through  the  New  £ngland  system 
for  forty  years — the  Suffolk  system.  The  Walker  bill  is  the  Suffolk 
system  nationalized.  It  is  absolutely  and  purely  that,  and  nothing 
else;  that  is  to  say,  essentially  the  same  as  the  Scotch  and  the  Cana- 
dian and  the  German  and  theFrench  systems  now.  Lssuing  $800,000,000 
of  currency  there  would  be  visible  gold  in  the  banks  within  a  small 
fraction  of  24^  per  cent,  about  double  of  what  there  was  in  the  New 
England  banks  under  the  Suffolk  system.  The  visible  gold  that  would 
flow  into  the  bank  immediately  would  be  52  per  cent,  more  than  half, 
which  is  an  unheard  of  percentage  of  gold  to  currency  issued. 

In  view  of  these  facts,  have  you  any  doubt  about  the  safety  in  the 
specie  reserve  to  maintain  the  $800,000,000  currency  that  it  is  contem- 
plated would  be  issued  in  the  near  future  T 

Mr.  Fairchild.  I  have  no  trouble  on  the  specie  question.  I  think 
there  will  be  ample  for  that. 

IMMENSE  AMOUNT  OF  aOLD. 

Mr.  Walker.  In  view  of  this  immense  amount  of  gold  that  we  now 
have  in  banks  and  the  additions  that  would  find  their  way  into  the  banks, 
namely,  52  per  ceot  now  of  gold  to  $800,000,000  of  currency,  if  that  is 
issued,  is  not  the  retaining  of  $200,000,000  of  legal- tender  notes  that  the 
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banks  can  keep  in  reserve  a  good  and  not  an  evil  in  fdrnisliing  a  redemp- 
tion agent  and  a  reserve!  That  is  what  I  am  getting  at.  I  have  intro- 
duced these  facts,  not  with  reference  to  the  gold  question,  but  to  discuss 
this  question:  If  the  Government  is  reliev^  from  current  redemption, 
and  it  is  put  on  the  banks,  and  the  banks  have  this  immense  amount  of 
gold,  is  not  the  assumption  of  '^current  redemption"  by  the  banks 
entirely  safe! 

Assuming  what  I  have  stated  is  correct,  is  it  not  a  good  and  not  an 
evil  to  continue  $200,000,000  of  legal-tender  notes  so  that  they  can  be 
used  as  available  funds  by  banks  to  supply  and  transfer  balances 
rather  than  to  be  at  the  expense  of  transporting  goldt 

Mr.  Faibohild.  It  would  not  be  necessary  to  transport  the  gold  any 
more  than  we  do  at  New  York  at  the  present  time.  There  they  have  to 
put  the  gold  in  charge  of  the  clearing  house,  and  they  have  simply  a 
piece  of  paper  to  represent  it.    It  is  a  mere  matter  of  ingenuity. 

Mr.  Walker.  In  the  absence  of  this  $200,000,000  of  legal  tender 
they  would  have  to  accumulate  this  $600,000,000  of  gold! 

Mr.  Faibohild.  Yes. 

Mr.  W ALEBB.  Now,  if  that  is  so,  would  it  not  be  a  good  to  the  country 
not  to  require  them  to  accumulate  the  $600,000,000,  but  be  satisfied 
with  $400,000,000,  and  let  them  hold  $200,000,000  of  greenbacks  in  the 
place  of  $200,000,000  goldt 

Mr.  Faibohild.  Who  is  behind  the  $200,000,000  in  greenbacks! 

Mr.  Walkeb.  The  banks.  They  have  to  redeem  them  the  same  as 
their  own  currency. 

Mr.  Faibohild.  Where  do  they  get  the  gold  for  that! 

Mr.  Walkeb.  The  same  as  to  redeem  any  other  currency  notes  of  the 
banks— out  of  the  $621,000,000  of  gold. 

Mr.  Cox.  Where  do  they  get  the  $421,000,000! 

Mr.  Walkeb.  It  is  <^  visible"  in  the  country  now. 

too  muoh  gold  bequibbd. 

Mb.  Walkbb.  As  I  understand  it,  Mr.  Fairchild,  the  bill  of  the  com- 
mission would  destroy  all  the  Treasury  notes  and  le^* tender  notes;  it 
would  so  use  the  silver  dollars  that  they  could  not  l^  had  to  use  in  the 
oash  reserves  of  banks;  and  this  for  the  purpose  of  making  it  impracti- 
cable for  banks  to  get  any  other  money  but  gold  to  redeem  their  notes 
with.    That  would  be  the  effect  of  it ! 

Mr.  Faibohild.  That  would  be  the  effect  of  it. 

Mr.  Walkbb.  How  much  gold  would  it  take  to  furnish  all  cash 
reserves  now  held  by  national  banks! 

Mr.  Faibohild.  I  have  not  figured  on  that. 

Mr.  Walkeb.  The  report  of  the  Comptroller  of  the  Ourrency  says 
that  $389,000,000  in  round  numbers  in  cash  reserve  is  held  in  the 
national  banks,  and  that  in  the  State  banks  there  is  $152,000,000  cash 
reserve,  and  he  estimates  there  is  about  12^  per  cent  of  the  State  banks 
that  do  not  report  to  the  Oomptroller.  That  would  make  the  probable 
cash  reserve  now  in  the  banks  $562,883,000.  The  question  is  whether 
that  amount  in  gold  would  not  overload  the  banks,  whether  it  is  not  an 
unreasonable  expectation,  and  even  if  the  expectation  could  be  realized 
whether  it  would  not  be  an  exceedingly  uneconomical  procedure  to 
compel  the  banks  to  keep  $562,000,000  of  gold,  upon  which  the  country 
must  lose  interest  That  is  to  say,  '^  a  sufficiency  is  enough."  The 
moment  they  get  gold  to  more  than  what  makes  absolute  safety  the 
people  are  losing  6  per  cent  interest  on  the  unnecessary  surplus. 
B&o U 
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Mr.  Fairchild.  Certainly. 

Mr.  Walker.  We  want  enough,  and  have  both  gone  on  the  idea 
that  a  snfficiency  is  enough ;  but  is  not  what  is  provided  for  in  the  com- 
mission bill  an  unreasonable  amount  Y 

Mr.  Fairchild.  Possibly  it  is.    I  do  not  think  it  is  an  unwise  amount 

<<TBnE  BANK  CXTRRBNOY''  BETTER  THAN  <^BOND  SECURED  CUR- 
RENCY"—GAGE  BILL  "TENTATIVE." 

The  Ohairvan.  Mr.  Secretary,  yon  say  your  bill  (H.  B.  5181),  which 
you  have  drawn  and  presented  to  the  committee, "  is  not  final,  but  rather 
a  tentative  step;"  and  again  you  say,  "it  will  lead  to  conditions  ulti- 
mately desirable."  In  onler  to  know  the  virtue  and  value  of  the  bill 
and  the  desirability  of  entering  upon  its  enactment,  it  is  necessary  for 
the  committee  to  know  what  you  have  in  view  and  what  you  would  call 
the  completed  whole. 

Secretary  Gage.  It  would  be  a  condition  of  affairs  where  there  was 
a  system  of  bank  notes  issued  in  the  United  States  made  safe  to  the 
people  without  the  dexM>sit  in  the  hands  of  a  trustee  of  specific  security 
therefor,  wisely  limited  and  restricted  by  law  so  as  to  reduce  to  the 
minimum  the  possible  abuses  which  might  grow  out  of  such  a  respon- 
sible duty,  and  eliminating  substantially  or  entirely  the  Government  of 
the  United  States  from  its  present  method  of  paying  its  debts  by  giving 
another  debt  in  payment. 

The  Chairman.  That  completes  the  answer! 

Secretary  Gage.  I  think  it  does. 

The  Chairman.  Mr.  Gage,  in  reply  to  the  question  as  to  what  your 
scheme  was  tentative  to,  ana  to  what  you  looked  as  final,  you  msule  a 
statement  which  is  in  the  record.  Upon  reading  your  answer  to  the 
question,  are  you  satisfied  with  it  t    [See  above.] 

Secretary  Gage.  Yes,  sir;  it  might  be  somewhat  extended,  but  I 
think  the  idea  is  covered  in  that. 

The  Chairman.  Mr.  Fairchild,  you  listened  to  the  statement  of  Mr. 
Gage.    Do  you  agree  with  his  ideal 

Mr.  Fairchild.  Yes. 

TRUE  BANK  CURRENCY. 

The  Chairman.  I  desire  to  ask  a  question  or  two  as  to  a  <<true  bank 
currency"  for  the  purpose  of  getting  it  in  the  record,  so  the  people 
reading  the  record  will  know  what  we  are  talking  about.  A  bank 
keeps  at  all  times,  in  the  regular  conduct  of  its  business,  assets  more 
than  equal  to  every  obligation  against  it,  including  its  currency  notes? 

Secretary  Gage.  Yes,  sir. 

The  Chairman.  Secondly,  a  bank  pays  out  every  dollar  it  puts  in 
circulation  upon  the  receipt  from  the  person  taking  it  of  ample  security 
for  its  redemption  t 

Secretary  Gage.  That  is,  in  good  practice  and  theory. 

The  Chairman.  Thirdly,  the  currency  of  a  bank  is  redeemed  at  its 
place  of  redemption  by  its  general  <^  current  frinds" — which  are  titles 
to  products,  and  which  are  in  the  hands  of  another  bank  that  acts  as 
its  agent  in  redeeming  its  notes,  and  not  in  actual  coinY 

Secretary  Gage.  What  do  you  mean  by  "current  funds f" 

The  Chairman.  I  will  put  it  differently.  In  the  current  fonds  that 
it  has  on  deposit  in  its  correspondent  bank  for  the  purpose  of  meeting 
all  its  obligations,  including  its  currency  notes  f 
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Secretary  Gage.  Tea,  sir;  that  is  true. 

The  Ohairman.  Ou  the  other  hand,  a  (1)  government  gets  nothing 
in  the  regular  course  of  its  business  when  it  pays  out  its  own  currency, 
and  (2)  the  coin  must  be  constantly  carted  into  the  vaalts  to  redeem, 
and  carted  out  in  redemption  of  paper  money. 

Secretary  Oage.  The  first  part  of  the  statement  is  correct,  that  when 
the  Government  pays  out  it  does  not  acquire  anything  which  it  keeps 
to  serve  as  an  ultimate  redemption  for  the  note  it  pays  out.  The  note 
it  pays  out  is  in  consideration  for  services  already  rendered  or  for  goods 
and  commodities  already  received  and  used.  * 

The  Chairman.  If  you  will  turn  to  page  176  of  the  Treasurer's  report 
for  1897  you  will  find  that  there  was  redeemed  at  the  Treasury  last 
year  $113,000,000,  total  redemption  of  national-bank  notes.  In  the 
second  column  of  the  table  you  wiU  see  there  was  $33,000,000  of  money 
that  was  actually  sent  out  by  express — ^that  is  to  say,  about  one-third. 
The  rest  of  the  redemption  was  in  checks  on  the  subtreasuries  sent  to 
banks,  as  I  understand  t 

Secretary  Gage.  Yes,  sir. 

The  Chairman.  Now,  it  is  equipped  with  funds,  either  greenbacks  or 
coin;  if  it  was  coin  redemption,  that  coin  had  to  be  carted  into  the  sub- 
treasury  from  some  source  in  order  to  meet  the  balance  of  $80,000,000 
redemption  Y 

Secretary  Gage.  That  would  be  supplied  in  some  manner. 

The  Chairman.  Then  the  answer  to  my  question,  of  course,  is  in  the 
affirmative — that  is,  essentially  true. 

Secretary  Gage.  That  is  substantially  correct. 

The  Chairman.  The  currency  issued  by  a  government  redeeming 
government  currency  can  not  be  redeemed  in  general  current  funds — 
which  are,  of  course,  the  titles  to  products — ^for  it  has  none  and  can  get 
none.  The  bank  must  send  its  specie  to  redeem  its  notes  with,  or  the 
government  must  get  sx>ecie  by  taxation  or  selling  bonds — one  or  the 
other  method  f 

Secretary  Gage.  I  see  no  other  avenues. 

The  Chairman.  I  want  to  call  your  attention  to  the  taxes  proposed 
in  the  bill  prepared  by  Secretary  Gage  and  Ex-Secretary  Fairchild. 

Mr.  Brosius.  I  would  like  to  ask  if  you  mean  that  these  propositions 
embody  the  theory  of  banking  Y 

The  Chairman.  And  the  practice. 

Mr.  Brosius.  Do  you  mean  to  say  these  propositions  express  the 
actual  practice  of  banks  always  f 

The  Chairman.  I  do. 

Mr.  Brosius.  I  can  not  give  my  unqualified  assent  now,  and  at  some 
time  I  would  like  some  explanation  of  these  propositions. 

The  Chairman.  Now  is  the  time  to  record  it. 

BANK  ASSETS. 

Mr.  Brosius.  You  say  a  bank  keeps  at  all  times,  in  the  regular  con- 
duct of  its  business,  assets  more  than  equal  to  every  obligation  against 
it,  including  currency  notes.  If  that  is  so,  no  bank  could  ever  break 
up,  and  banks  are  breaking  up. 

The  Chairman.  I  do  not  mean  insolvent  banks;  I  mean  sound  banks. 

Mr.  Brosius.  That  is  an  exception  to  the  proposition. 

The  Chairman.  It  is  implied  in  the  questions. 

Mr.  Brosius.  In  the  second  place,  you  say  the  bank  pays  out  every 
dollar  it  puts  in  circulation  upon  the  receipt,  from  the  person  taking  it. 
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of  ample  security  for  its  redemption.  If  that  is  tnie  there  would  be  do 
bad  debts,  if  sll  the  money  paid  out  is  secured  by  ample  securities, 
when  are  notes  discounted  by  a  bank  not  good  at  all  t 

The  Chairman.  I  am  speaking  of  a  sound  bank. 

Mr.  Brosius.  Then,  if  it  is  the  theory  of  banking,  it  is  all  right. 

The  Oh  AIRMAN.  No;  it  is  not  the  theory  only;  it  is  the  actual 
practice. 

Mr.  Brosius.  In  the  average  of  banket 

8EGURITIBS  TAKEN  FOR  BANK  OURRBNOT* 

The  Chairman.  No;  I  mean  to  say  that  where  a  bank  pays  out  its 
currency  notes  it  always  takes  firom  the  man  who  receives  the  currency 
what  it  considers  to  be  sound  seeurities — it  may  be  mistaken,  but  what 
it  considers  are  at  the  time  sound  securities — ^for  more  than  it  pays  out 
in  currency  notes. 

Mr.  Brosius.  That  is  right,  but  that  is  a  totally  different  proposi- 
tion. 

TRUE  BANK  CURRENCY  REDEEMED  BY  THE  MAN  WHO  TAKES  IT. 

The  Chairman.  So.  sir;  the  second  proiM>8ition  is  that  the  man  who 
borrows,  as  a  matter  of  fact,  in  good  banking,  himself  redeems  the  notes 
that  he  takes  from  the  bank.  That  would  come  in  a  little  later,  but  I 
put  it  in  now:  Namely,  the  banks  take  the  personal  time  note  of  the 
borrower  on  ninety  days,  and  if  its  currency  is  averaged  to  be  redeemed 
once  in  every  ninety-two  days,  four  times  a  year,  the  man  who  took  the 
currency  for  the  proceeds  of  the  discounted  note  actually  deposits  the 
fn'nds  in  the  bank  which  redeems  that  currency.  That  is  not  theoreti- 
cal, but  practical,  banking.  These  propositions  are  absolutely  true,  and 
can  be  found  in  the  active  banking  of  France,  Germany,  England,  Scot- 
land, Canada,  and  every  other  country  that  has  a  sound  and  true  bank- 
ing currency;  and  you  can  not  have  sound  banking  where  the  public 
Treasury  is  the  redeemer, 

NORMAL  CmULATION. 

Mr.  Newxands.  Mr.  Secretary,  Mr.  Fowler,  in  one  of  his  questions, 
used  the  term  "  normal  circulation."    What  do  you  understand  by  that  Y 

Secretary  Gage.  I  do  not  understand  anything  by  it.  I  do  not  know 
what  is  normal,  and  I  do  not  believe  anybody  does  or  can  teU;  the  law 
of  supply  and  demand  operates,  and  that  determines  what  is  normaL 

The  Chairman.  And  whatever  that  shows  is  taken  out  is  normalf 

Secretary  Gage.  I  think  so. 

Mr.  Fowler.  Then  it  does  mean  something  f 

The  Chairman.  It  means  that  whatever  circulation  averages  to  be 
taken  oat  is  thus  shown  to  be  normal. 

Secretary  Gage.  With  that  correction  of  my  expression  as  to  what 
the  word  meant,  I  should  say  yes. 

ELASTICITY  OF  CURRENCY. 

Mr.  Nbwlands.  It  is  expected  that  the  circulation  that  these  bills 
call  for  will  have  the  element  of  elasticity  t 

Secretary  Gage.  It  is  expectoi  it  will. 

Mr.  Newlands.  As  a  matter  of  fact,  is  not  this  bank  circulation 
practically  an  extension  of  the  check  and  deposit  system! 
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Secretary  Gage.  That  is  what  it  is* 

Mr.  NswLANDS.  A  practical  extension  of  the  check  and  deposit 
system  t 

BiLNK  currency  CHECKS. 

Secretary  Gage.  Substantially;  a  bank  note  issned  by  a  banker  is 
nothing  more  than  a  memorandum  check  which  will  draw  money  from 
the  bank  at  any  time  at  the  pleasure  of  the  holder. 

Mr.  NswLANDS.  It  is  a  check  payable  to  bearer f 

Secretary  Gage.  Yes,  sir;  it  is,  substantially. 

Mr.  Johnson.  Do  I  understand  you  to  say  that  an  elastic  currency, 
one  which  would  expand  and  contract  with  the  varying  needs  of  trade, 
is  as  readily  obtained  on  bond  security  as  under  some  other  form  of 
security — ^as  under  security  issued  against  the  assets  of  the  bank  with 
a  guaranty  fundf  / 

Secretary  Gage.  I  do  not  say  that  the  secured  circulation  is  as  useftd 
as  the  unsecured;  that  is  another  side  of  the  question.  I  do  not  think 
it  is  useful  to  tie  up  capital  needlessly. 

Mr.  Johnson.  That  is  the  point  I  wished  to  develop. 

WALKER  BILL. 

The  Chairman.  I  want  to  say  to  Mr.  Fairchild  and  Secretary  Gage 
that  the  bill  prepared  by  myself  meets  exactly  the  conditions  that  you 
have  suggested  ought  to  be  met  in  the  banks  you  have  designated  in  a 
proper  banking  system  whenever  you  can  get  it. 

Suppose  there  was  no  paper  money  in  existence  except  that  issued 
by  the  banks,  and  suppose  the  demands  of  the  people  call  for  $1,000,- 
000,000  of  paper  money,  as  now,  and  the  banks  issued  it  and  kept  that 
amount  in  circulation.  We  will  put  it  in  round  numbers.  The  banks 
would  make  on  that  what  their  rates  of  loans  and  discounts  were  on 
their  general  business. 

Mr.  Fairchild.  Yes. 

B0ND-SECX7RED  CURRENCY  ROBS  A  BANK  OF  CAPITAL. 

Mr.  Walker.  If  they  are  not  making  any  money  on  that,  then  the 
banks  are  losing  that  much  that  they  otherwise  would  make  under  the 
English  or  Scotch  or  French  or  German  or  Suffolk  or  State  bank  system, 
or  under  the  Walker  biU.    Is  not  that  truef 

Mr.  Fairchild.  Of  course;  that  is  a  mathematical  statement;  that 
if  they  do  not  loan  the  money  then  they  are  not  making  the  interest  on  it. 

SECURE  ON  GOLD  STANDARD. 

Mr.  Walker.  Mr.  Gage,  do  you  understand  that  France  is  abso- 
lutely secure  on  the  gold  standard? 

Secretary  Gage.  Yes;  I  think  so. 

Mr.  Walker.  Do  you  not  think  Germany  is  absolutely  secure  on  the 
gold  standard! 

Secretary  Gage.  I  believe  so;  but  it  does  not  make  so  much  differ- 
ence to  me  what  Germany  or  France  are  on  as  it  does  what  we  are  on, 
because  our  contracts  are  domestic  and  relate  to  all  the  trade  and 
commerce  which  we  get. 

Mr.  Walker.  I  make  the  statement  that  the  bill  drawn  by  me  puts 
us  on  precisely  the  same  standard,  in  precisely  the  same  manner,  with 
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a  little  different  machinery,  as  France  or  Oermany,  and  if  that  is  the 
fact,  and  that  bill  could  be  passed  and  this  Monet.ary  Commission  bill 
could  not,  and  mine  accomplishes  what  you  declare  ought  to  be 
accomplished 

Secretary  Oage  (interrupting).  Then  it  would  be  perfectly  satisfiac- 
tory  to  me  in  that  particular. 

The  Chairman.  When  a  bank  issues  currency  it  has  the  right  to 
take  out  against  its  assets  to  the  limit  of  its  capitaL  It  secures  currency 
to  the  amount  of  its  capital,  puts  it  in  its  vaults,  and  keeps  out  what 
it  well  can,  having  currency  always  in  its  vaults  to  put  out  whenever 
there  is  a  call  for  it  and  they  can  get  it  out  It  has,  in  addition  to  that, 
the  capital,  which  is  not  depleted  by  a  dollar  in  loaning  currency. 

Secretary  Gage.  That  is  right 

OUBBENCY  ISSUED  AGAnTOT  ASSETS. 

The  Chaibman.  If  they  have  to  put  up  bonds  they  can  buy  at  par 
and  issue  currency  to  the  amount  of  tiie  capital;  it  absorbs  every 
dollar  of  their  capital. 

Secretary  Gage.  That  is  right 

BANK  0X7BBEN0Y  BEDXJOES  INTEBEST  BATES. 

The  Chaibman.  Then,  if  a  bank  can  make  loans  of  its  deposits  to  an 
amount  sufficient  to  make  money  enough  to  pay  its  expenses  of  every 
name  and  nature  and  they  just  balance  (assuming  that  they  can  keep 
out  all  their  currency] — then  they  can  make  loans  at  one-half  the  rate 
of  interest  they  conla  if  the  capital  was  used  up  to  take  out  currency 
secured  by  bonds. 

Secretary  Gage.  That  is  substantially  true. 

The  Chaibman.  Now,  every  dollar  of  currency,  where  the  currency 
is  issued  against  assets  that  remain  in  the  vault  of  a  bank,  remains 
there  without  the  slightest  loss  to  the  bank,  except  the  printing  of  it. 

Secretary  Gage.  That  is  true. 

*  *  *  Suppose  that  with  a  bank  the  same  circular  movement  of 
gold  goes  on  that  was  spoken  of  a  little  while  ago.  The  probability  is 
that  every  bank  in  every  money  center  redeems  every  day  from  10  to  15 
per  cent  of  its  liabilities,  creating  new  liabilities  to  someone  else,  and 
the  next  day  liquidating  again  and  again,  always  new  creditors  settling 
and  satisfying  former  creditors.  There  is  a  substantial  redemption  of 
a  bank's  liabilities.  A  bank's  notes  are  not  different  in  their  essential 
character  from  the  bank's  deposits.  They  are  the  same  in  their  nature 
and  are  governed  by  the  same  general  principles. 

BANK  OUBBENOY,  THE  FABMEBS  AND  WAGE  EABNEBS'  <<  OEBTIPIC ATE 

OF  deposit"  and  bank  GHEOK. 

Mr.  Walkeb.  Is  it  not  the  practice  of  merchants  and  manu&cturers 
and  those  living  in  cities  to  leave  the  proceeds  of  a  personal  note  dis- 
counted for  them  by  a  bank  in  the  possession  of  a  bank  in  the  form  of 
an  <' individual  deposit,"  to  be  drawn  out  by  checks,  drafts,  etc.t 

Mr.  Faiechild.  Yes. 

Mr.  Walkeb.  On  the  other  hand,  is  it  not  the  almost  universal  prac- 
tice of  the  people  who  live  in  sparsely  settled  sections  of  the  country, 
and  especially  the  farmers,  to  take  home  with  them  the  currency  notes 
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of  the  bank  discounting  their  time  notes  rather  than  to  leave  the 
proceeds  in  the  bank  discounting  or  in  another  bankf 
Mr.  Faibohild.  I  understand  that  to  be  the  case. 

BOin>-SBOITBBD  OUBBBNOY  OPPBESSFVB. 

Mr.  Walkbb.  Then  is  not  a  very  great  hardship  worked  to  those 
sections  of  the  country  under  a  banking  system  which  does  not  aUow 
the  free  issue  of  paper  on  the  true  banUng  principle  t 

Mr.  Faibghild.  I  consider  it  so. 

Mr.  Walkbb.  Is  not  a  currency  note  to  the  person  holding  it  the 
equivalent  of  a  certificate  of  deposit  or  a  certified  check  in  the  bankf 

Mr.  FAiBOHiiiD.  It  is,  except  that  it  is  more  available  for  him. 

Mr.  Walkeb.  Better  for  his  purpose! 

Mr.  Faibohild.  Yes. 

Wr.  Walkeb.  Then  it  follows,  does  it  not^  that  any  great  expense 
put  upon  banks  in  getting  currency  notes  to  issue  is  a  great  expense, 
hardship — ^in  fact,  oppression — to  those  citizens  who  do  not  use  checks, 
drafts,  etc.,  in  their  ^ailsactions,  and  who  are  practically  compelled  to 
use  currency  or  do  without  banking  accommodations  t 

Mr.  Faibohild.  Yes,  sir. 

BOin>*SE0XJBBD  OUBBBNOY  OHEOBB  ENTEBPBISB. 

The  Ohaibman.  It  follows,  then,  that  a  currency  made  expensive,  or 
one  that  lessens  the  amount  of  loanable  ftinds  the  bank  has  on  any 
given  amount  of  capital  and  deposits,  checks  enterprise  by  making 
production  difficult  and  expensive  to  those  people  who  naturally  and 
inevitably  are  shut  up  to  the  use  of  currency  in  getting  bank  accom- 
modations instead  of  using  checks,  drafts,  etct 

Mr.  Faibohild.  That  is  true. 

Mr.  Hill.  Do  you  mean  by  your  answer  to  imply  that  there  should 
be  unlimited  bank  issues  f 

Mr.  Faibohild.  No. 

Mr.  Hill.  Does  not  the  question  asked  by  Mr.  Walker  involve  thatt 

Mr.  Faibohild.  I  did  not  so  understand  it. 

Mr.  Hill.  Will  you  kindly  ask  Mr.  Walker  to  have  that  read  again, 
and  in  the  light  of  that  repeat  your  answer  t 

Mr.  Walkeb  (reading  the  question  again).  That  does  not  involve 
quantity  at  all.    Do  you  wish  to  change  your  answer  t 

Mr.  Faibohild.  No. 

« 

ottbbbmoy  issued  fbbely  lowebs  bate  of  intebest. 

Mr.  Walkeb.  It  follows,  then,  that  by  issuing  true  bank  currency  a 
bank  can  make  its  loans  to  the  people  patronizing  it  at  as  much  lower 
rate  of  interest  than  it  could  if  it  had  only  its  capital  and  deposits  to 
lend,  and  no  currency,  as  the  currency  it  has  in  circulation  bears  to  the 
whole  amount  of  its  loans  and  discounts,  and  pay  the  same  dividends 
on  its  capital  stock  t 

Mr.  Faibohild.  I  should  say  that  by  the  amount  its  circulation 
increases  its  resources  it  is  enabled  proportionately  to  give  a  greater 
accommodation  to  its  customers,  and  necessarily  at  a  less  rate. 

Mr.  Walkeb.  Oompelling  a  bank  to  buy  bonds  at  par  to  secure  its 
currency  notes,  even  if  the  bank  secures  notes  to  the  par  of  such  bondS| 
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depletes  its  loanable  funds,  as  compared  with  the  ^^trae  bank  currency" 
issued  against  its  assets,  by  every  dollar  it  pays  for  such  bonds,  does 
it  not  Y 

Mr.  Faibchild.  I  think  so. 

Mr.  Walebb.  Then,  compelling  banks  to  use  ^^bond-secured"  cur- 
rency compels  the  people  borrowing  of  such  banks  to  pay  a  higher  rate 
of  interest  as  compared  with  banks  issuing  <<true  banking  currency" 
against  their  assets — as  is  done  in  every  other  country — in  proportion  to 
the  amount  of  such  currency  the  bank  uses  in  comparison  to  its  whole 
loans  and  discounts  Y 

Mr.  Faibchild.  It  seems  to  me  that  is  very  much  the  same  as  the 
other  question.    I  would  repeat  my  answer  to  the  other  question. 

TBUB  BANK  CUBEENCY  ISSUED  BT  COUNTBT  BANKS. 

Mr.  Walkeb.  Mr.  Fairchild,  the  statistics  collected  by  the  Treasury 
Department  show  that  in  Vermont  all  the  banks  combined  (not  a 
single  bank)  kept  in  circulation  an  average  of  103  per  cent  of  the  cur- 
rency to  its  capital.  You  will  find  the  statistics  on  page  441  of  the 
hearings  before  this  committee  in  1896.  Old  Virginia  kept  out  96  per 
cent;  North  Carolina  95  per  cent.  You  will  find  by  turning  to  page 
458  that  55^  per  cent  of  the  country  banks  in  Massachusetts— outside 
of  Boston,  which  had  the  least  currency — ^had  over  64  per  cent;  Ocean 
bank,  Newburyport,  91  per  cent  to  capital;  Powow  Biver,  Si^bury, 
110  per  cent;  Brighton,  112  per  cent;  city  of  Cambridge,  96  per  cent; 
MalJen,  87  per  cent.  This  indicates,  does  it  not,  that  the  poorer  sec- 
tions of  the  country,  the  agricultural  districts,  like  Vermont  and  Nortii 
Carolina  and  Virginia,  can  keep  in  circulation  if  they  are  allowed  to  do 
so,  about  100  per  cent  of  currency  to  capital! 

Mr.  Faibohild.  It  shows  that  they  did. 

The  Chaibman.  'Is  it  not  a  fact  that  the  average  of  the  banks  in  the 
country  can  keep  in  circulation  nearly  double  the  currency  at  certain 
seasons  of  the  year  over  what  they  can  at  other  seasonst 

Mr.  Faibohild.  I  do  not  know  the  exact  proportions. 

Mr.  Walkeb.  But  usually  much  moret 

Mr.  Faibohild.  It  is  usually  much  more. 

BOBBOWEBS  GrET  THB  ADVANTAaS  OF  ^<FBBS  OUBBENOY  IBSUB.'' 

Mr.  Walkeb.  Where  the  business  of  banking  pays  a  larger  profit 
than  other  business  of  like  labor  and  risk,  will  not  capital  be  invested 
in  new  bauks  in  competition  with  existing  banks  until  the  profits  in 
banking  are  reduced  to  the  general  average  of  incomes  in  other  invest- 
ments Y 

Mr.  Faibohild.  That  is  the  natural  law  of  such  things,  in  banking 
as  in  anything  else. 

Mr.  Walkeb.  Is  it  not  within  your  knowledge  that  in  Canada,  Scot- 
land, Germany,  and  France  the  rates  of  loans  and  discounts  all  over 
those  countries  are  very  nearly  the  same  where  the  same  risk  is  incurred 
and  the  same  time  and  amount  is  involved Y 

Mr.  Faibohild.  That  is  the  case  in  Canada^  and  I  understand  in 
Scotland  also. 

Mr.  W^ALKEB.  It  is  because  the  branches  in  the  country  allow  them 
to  circulate  such  an  enormous  amount  of  currency  that  it  is  possible. 
It  is  the  currency  privileges  of  banking  that  they  could  not  exercise  if 
they  were  strictiy  a  city  bank;  but  with  branches  out  through  the 
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coaDtry  it  enables  them  to  circulate  their  currency,  which  keeps  the 
rates  down  in  the  coantry  as  compared  with  the  city  t 
Mr.  Fairohild.  I  think  that  has  a  great  effect  upon  it. 

INTBREST  REDUCED  ONSHALF. 

Hr.^WALEER.  Assuming  that  the  money  made  on  its  deposits  by  a 
bank  with  a  capital  of  $100,000  was  exactly  equal  to  its  expenses  of 
every  name  and  nature,  inciuding  the  current  redemption  of  its  cur- 
rency notes,  if  it  has  any,  and  assuming  the  bank  has  no  currency  notes 
to  issue  and  has  its  $100,000  funds  equal  to  its  capital  loaned  to  cus- 
tomers on  notes,  each  having  three  months  to  run  and  discounted  at 
the  rate  of  6  per  cent  per  annum,  the  net  profit  on  its  business  would 
just  equal  6  per  cent  on  its  capital  stock,  would  it  nott 

Mr.  Fairohild.  Its  deposits  pays  its  expenses 

Mr.  Wacker.  Of  every  name  and  nature.  It  has  9100,000  capital 
to  loan  and  no  currency! 

Mr.  Fairghild.  It  will  get  6  per  cent,  of  course. 

Mr.  Walker.  If  it  can  take  out  $100,000  currency  and  keep  it  in 
circulation,  it  can  make  loans  at  3  per  cent  and  make  the  same  amount 
of  profit! 

Mr.  Fairchild.  Exactly. 

CITY  BANKS  CAN  NOT  ISSUE  CURRENCY. 

Mr.  Walker.  Is  it  possible  for  city  banks  without  branches  to  cir- 
culate very  much  currency — ttiose  banks  whose  business  is  what  might 
be  called  a  strictly  city  business! 

Mr.  Fairchild.  It  is  not. 

Mr.  Walker.  Practically  it  can  circulate  none;  it  comes  back  in  the 
clearing  house  the  next  morning! 

Mr.  Fairchild.  Yes. 

TAXING  CURRENCY  OBJECTIONABLB. 

• 

Mr.  Walker.  Is  not  this  2  per  cent  tax  on  currency  between  60  x)er 
cent  and  80  per  cent,  in  view  of  what  I  have  said  about  Vermont  and 
Virginia,  a  restriction  working  a  hardship,  and  does  it  not  work  exclu- 
sively to  the  expense  and  hindrance  of  the  circulation  in  country  dis- 
tricts, where  they  actaally  need  considerably  above  the  60  per  cent! 

Mr.  Fairchild.  I  think  that  is  the  objection  to  it  That  is  my 
objection. 

BANS!  LOSES  INTEREST  ON  BOND-SECUBBD  CURRENCY. 

Mr.  Walker.  Where  currency  is  issued  as  it  is  to  day,  does  not  the 
bank  actually  lose  on  each  dollar  of  currency  not  in  circulation  an 
amount  equal  to  its  rates  of  loans  and  discounts.  less  the  profit  the 
bank  would  make  were  all  its  currency  notes  in  circulation! 

Mr.  Fairchild.  Yes;  that  is  true. 

Mr.  Walker.  Does  not  any  system  of  currency  that  makes  the  cur- 
rency held  in  the  vaults  of  a  bank  au  actual  loss  to  the  bank  under  any 
circumstances  compel  the  bank  to  iiicreuae  the  loan  and  discount  rates 
to  the  people  to  an  amount  equal  to  the  losses  made  on  the  currency 
thnt  it  holds  in  its  vaults! 

Mr.  Fairchild.  It  does. 
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UNITED    STATES  BOND-SBOUBED  OURSENOY  A  <<P£B  CENT  RATE 

CURRENCY." 

Market  price  of  United  States  4  per  cent  bonds  of  1907. 


June  30— 
1881.. 

1882 . . 
1883.. 


1884... 
1885... 
1886... 
1887.. 
1888.. 


1889 

1890 

1891 

1892 

1893 

1894 

1895 

New  "fours"  of  1925, 

February  5,  1896 


QnotationB  of. 
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bonds. 
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117J 

1184 
120 

118J 
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I19i 

Vl^ 
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127 

125^ 

127^ 
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128| 

129| 
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iig| 

117| 

109 

110 

113 

114f 

112 

113^ 
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B. 
0. 


B. 
C. 
B. 
0. 


E. 
0. 


B. 
C. 
B. 
0. 
B. 
0. 
B. 
(J. 
B. 
0. 
B. 
0. 
B. 
0. 
B. 
0. 


Satereal- 
iMd. 


I 


Per  cent, 
3.047 
2.926 
2.895 

2.909 
2.654 
2.403 
2.448 
2.243 

2.095 

2.451 

2.735 

2.666 

3.200 

2.749 

2.753 

3.351 


National-bank 
cnrrency  notes 
in  circulation. 


$312, 223, 352 
308, 921, 898 
311,963,302 

295, 175, 334 
269, 147, 690 
238, 273, 685 
166, 625, 658 
155, 315, 353 

128,867,425 

126, 323, 880 

123, 915, 643 

141, 661, 533 

156, 070, 821 

171, 714, 552 

178, 815, 801 

212, 023, 386 


2.095 
2.292 


This  table  shows  that  the  4  per  cent  bonds  of  1907  bonds 
average  to  sell  at  prices  to  the  purchaser  in  1889,  per 
cent 

Average  to  pay  at  prices  sold  for  during  1887, 1888,  and 
1889,  three  years per  cent. . 

From  1883  to  1892,  the  eight  years  previous  to  the  panic 
of  1893 per  cent. .  2.462 

li^^ote  circulation  of  national  banks  in  1881 $312, 223,  :i52 

Note  circulation  of  national  banks  on  June  30, 1890 126, 323, 880 

And  this  decrease  in  bank-note  circulation  was  before 
the  increase  in  currency  under  the  silver  act  of  July 
14,  1890. 

National  bank  note  circulation  one  year  later,  January  30, 

1891,  was  only 123,915,043 

National-bank  note  circulation  on  February  5, 1890,  be- 
cause of  ruined  Government  ciediL  lias  run  up  to ... .     212,023,386 
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Mr.  Walkeb.  I  wish  you  to  look  carefully  at  this  table,  and  answer 
this  question :  Whether  il  is  not  fair  to  say  that  a  currency  that  shrinks 
as  bonds  appreciate  and  that  increases  as  bonds  depreciate  is  a  freak 
currency  t 

Mr.  Faibchild.  Well,  I  should  think  that  it  is  a  very  bad  currency, 
but  exactly  what  the  financial  and  scientific  application  of  ^'fireak"  is 
I  am  not  prepared  to  say. 

0T7B  CUBBENCT  SYSTEM  THE  WORST  IN  THE  WOBLB. 

Mr.  Wale:eb.  In  testifying  before  the  committee  last  year,  after 
considerable  discussion  and  answering  questions  upon  the  point,  the 
Comptroller  of  the  Currency,  Mr.  Eckels,  put  his  appreciation  of  the 
financial  system  in  these  words:  '^Yes;  the  United  States  has  the 
worst  financial  and  currency  system  of  any  leading  nation."  What  do 
you  think  about  our  financial  and  currency  system,  as  compared  with 
those  of  other  leading  nations  of  the  world  f 

Mr.  Faibohild.  I  think  it  is  the  worst. 

Mr.  Walkeb.  You  understood  the  question  to  be  comparatively  and 
not  specially  or  personally  denouncing  our  currency,  but  that,  as  com- 
pared with  other  nations,  it  is  the  worst  of  any  you  know  of  among 
k'.uling  nations! 

Mr.  Faibchild.  Yes. 

Mr.  Bbosius.  I  understand  that. 

pboteotion  of  stookholdebs. 

Mr.  Faibchild.  Now,  there  is  no  way  that  I  know  of  to  protect  the 
stockholders  and  depositors  except  by  greater  vigilance  in  your  exam- 
inations and  that  sort  of  thing. 

Mr.  Van  Yoobhis.  Do  you  not  think  we  could  retire  a  portion  of  the 
obligations  of  the  Qovernment,  and  by  retiring  the  small  notes  and 
refunding  the  bonds  that  are  now  outstanding,  on  a  2^  per  cent  basis, 
perhaps,  do  you  not  think  we  could  have  a  secured  currency  t 

Mr.  Faibchild.  That  would  not  be  sufficient.  We  could  have  secured 
currency,  but  I  do  not  think  that  a  secured  bank-note  currency  at 
all  answers  the  purpose  of  a  community  in  its  true  sense  of  a  bank 
currency. 

The  Ghaibman.  What  do  you  mean  by  "  secured  f' 

Mr.  Van  Voobhis.  Secured  by  bonds. 

Mr.  Faibchild.  Of  course,  it  is  all  secured,  but  it  is  the  method  of 
securing  it. 

Mr.  VAN  Yoobhis.  I  have  questioned  all  the  way  through  the  pro- 
priety of  issuing  this  credit  currency  unless  we  could  have  a  secured 
currency  based  on  the  bonds  of  the  GPovemment.  I  believe  that  would 
be  better. 

Mr.  Faibchild.  You  can  not  have  a  currency  based  on  the  deposited 
bonds  of  the  Oovernment  that  is  any  more  secure  than  the  currency  we 
ofi'er  here.    It  is  not  a  bit  more  secure  and  not  nearly  so  useful. 

Mr.  Walkeb.  Are  not  the  currency  notes  issued  by  banks  every 
way  sound,  and  quickly  available,  with  the  guaranty  for  the  payment 
in  case  of  insolvency  of  the  bank  written  in  the  statute  authorizing  the 
issue  of  them,  and  appropriating  the  money  necessary  to  pay  for  and 
create  a  safety  fund,  to  pay  them — in  every  way  as  safe  as  a  currency 
created  by  bonds! 

Mr.  Faibchild.  I  should  say  so.  It  is  an  obligation  of  the  Oovern- 
ment  in  one  case  as  it  is  in  the  other,  I  think. 
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The  Ohaibman.  The  principle  of  the  present  law  is  to  take  ont  of 
the  bank  the  day  it  begins  business  aU  of  its  capital  and  lock  it  up  so 
it  can  not  loan  it. 

Mr.  Tatlob.  I  agree  with  yon. 

Mr.  OCX.  •  •  •  ^^^j  y^^  being  an  experienced  man  in  finance, 
is  not  the  commnnity  itself  the  best  jndge  of  what  currency  it  needs 
and  what  currency  the  community  can  handle  t 

Mr.  Faibchild.  Undoubtedly. 

Mr.  Oox.  Then  would  you  not  be  in  favor  of  a  law  that  would  repeal 
this  tax  and  prohibit  the  local  currency! 

Mr.  Faibchild.  My  individual  opinion  on  that  subject  is  now  and 
always  has  been  that  the  Dnited  States  should  provide  as  p^ect  a 
banking  system  as  it  can.  •  •  •  The  laws  and  constitutions  of 
many  of  our  States  are  such  that  you  can  not  get  any  local  circulatioii 
under  them.  Texas,  I  believe,  absolutely  prohibits  a  thing  of  that 
kind.  Therefore,  in  order  to  make  anything  that  is  complete  in  the 
attitude  of  our  States  toward  it  now,  it  is  evident  that  it  is  not  only 
better  to  have  a  national  system,  but  it  is  absolutely  necessary.  To 
supply  Texas,  for  instance,  Arkansas,  and  quite  a  number  of  those 
States,  it  is  absolutely  necessary  to  have  a  national  system,  or  else 
thej  would  have  to  reverse  their  whole  action,  and  that  would  be  a  long 
process. 

The  OHAmnAN.  •  •  •  Under  the  Walker  bill,  the  ourren(^  of 
which  is  issued  on  the  true  currency  principle,  the  profit  is  identical  on 
each  $1  in  circulation. 

Secretary  Oage.  I  have  no  doubt,  Mr.  Ohairman,  that  your  bill  offers 
better  inducements  and  more  profit  to  the  bankers  than  our  bill. 

The  Ohaibman.  Have  you  any  doubt  that  it  works  out  just  as  safe 
to  the  Oovernment,  to  the  banks,  and  to  the  holders  of  currency  t 

Secretary  Oagb.  No,  I  have  not;  with  proper  restrictions  and 
limitations. 

BANKS  PBOTBCT  BOBBOWEBS  IN  PANIC. 

The  Ohaibman.  Is  it  not  a  fact  that  the  minute  a  bank  is  tlireatened 
all  the  business  community  rushes  to  increase  their  discounts  and  loans 
and  deposits,  and  that  that  is  what  intensifies  the  panics  so  much,  plus 
the  drawing  out  of  deposits! 

Mr.  Faibchild.  You  mean  it  tends  to  borrowing  of  more  money! 

The  Ohaibman.  Yes.   They  want  to  increase  their  loansand  discounts. 

Mr.  Faibchild.  Yes ;  they  do  that 

The  Ohaibman.  Banks  then  say :  ^^  We  can  not  increase  your  loans, 
but  we  will  take  care  of  you;"  and  saying  that  all  over  the  eountiy 
checks  the  panic.    That  is  true,  is  it  not! 

Mr.  Faibchild.  Yes. 

OUBBENCT  NOT  ISSUED  AGAINST  DBPOSirCL 

Mr.  Bbosius.  Do  you  think  it  desirable,  and  if  so,  on  what  principle, 
to  issue  currency  against  deposits!  •  •  •  Your  bill  provides  lor 
issa  ing  currency  against  the  assets  of  the  banks.  Of  course^  you  under- 
stand that  the  deposits  are  a  part  of  the  assets. 

Mr.  Faibchild.  Oh. 

Mr.  FowLEB.  The  deposits  are  not  assets. 

Mr.  Bbosius.  Yes,  they  are. 

Mr.  FowLEB.  They  are  liabilities. 
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Mr.  Brosixjs.  Take  all  your  deposits.  Your  carrency  is  the  first  lien 
upon  all  the  assets  of  the  banks. 

Mr.  Fairohilb.  Yon  mean  the  reverse.  The  deposits  are  a  liability. 
The  deposits  are  a  lien  npon  the  assets. 

Mr.  Brosius.  I  do  not  care  about  the  use  of  technical  words.  The 
point  is  that  when  yoa  issue  the  cnrrency  against  the  assets  of  a  bank 
and  make  those  notes  the  first  lien  upon  the  assets,  that  act  covers  the 
deposits  and  the  depositor  loses  his  money  just  in  proportion  as  his 
money  is  taken  to  make  good  the  notes.  Do  you  think  it  desirable,  on 
general  principles,  to  issue  currency  against  assets  and  make  that  cur- 
rency the  first  lien  upon  the  depositor's  money  in  the  vaults  of  that 
bank! 

Mr.  Fairchild.  I  do. 

Mr.  Brosius.  Upon  what  principle  can  you  justify  itt 

Mr.  Fairchild.  A  depositor  need  not  put  his  money  there  unless  he 
wants  to.  He  knows  what  the  arrangement  of  the  bank  is.  That  is 
true  today. 

Mr.  Brosius.  You  say  that  is  exactly  what  you  do  to-day  1 

Mr.  Fairchild.  Yes. 

depositors  freely  take  the  risk. 


Mr.  Brosius.  So  in  any  event  the  loss  &lls  upon  the  depositors  t 

Mr.  Fairchild.  It  always  does. 

Mr.  Brosius.  Is  it  not  fair  to  assume  that  in  cases  of  fraud  such  as 
you  suggest,  where  the  capital  of  a  bank  is  simply  gobbled  up,  if  they 
had  not  deposited  a  certain  amount  of  capital  in  place  of  the  bonds, 
they  would  have  stolen  that  also!  And  is  it  not  a  clear  question  of 
saving  whatever  amount  of  bonds  they  deposit! 

RASCALS  STEAL  THE  WHOLE  BUSINESS. 

Mr.  Fairchild.  They  would  have  stolen  that  also. 

Mr.  Brosius.  They  can  not  steal  bonds,  you  know. 

Mr.  Fairchild.  They  have  stolen  the  whole  business  in  the  same 
way.  The  net  result  in  dollars  and  cents  to  the  stockholders  of  that 
bank  is  the  same.  Of  course  when  they  have  invested  in  common 
bonds  they  have  their  notes  banked,  because  they  have  run  away,  and 
have  done  the  same  thing  with  the  deposits.  The  notes  stand  there 
to  get  the  United  States  bonds,  but  the  capital  and  the  stock  and 
everything  is  gone. 

Mr.  Brosius.  No;  but  the  bonds  are  not  gone,  Mr.  Fairchild,  and 
therefore  the  note-holder  is  made  whole. 

Mr.  Fairchild.  That  I  admit — ^that  the  note-holder  is  made  whole; 
but  every  dollar  that  was  put  into  that  bank  is  gone. 

Mr.  Brosius.  I  do  not  see  it  in  that  way,  because  the  bonds  were 
paid  for  by  a  part  of  the  capital,  and  that  portion  could  not  be  gotten 
away. 

Mr.  Fairchild.  The  only  thing  that  remains  at  present  is  the  differ- 
ence between  the  premium  on  bonds  and  the  amount  of  notes  that 
they  got. 

Mr.  Brosius.  Whatever  remains  goes  to  the  note-holders  to  pay  the 
notes! 

Mr.  Fairchild.  Y&. 
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Mr.  Bbosius.  The  point  that  I  make  is  that  if  a  portion  of  that 
capital  had  not  been  invested  in  the  bonds  the  whole  thing  would  hare 
been  stolen,  and  neither  note-holder  nor  depositor  would  have  gotten 
anything. 

.iOTB-HOLDEB  SBOUBB. 

Mr.  Fajbghild.  As  far  as  the  noteholder  is  concerned,  we  have  pro- 
vided for  taking  care  of  him  afi  securely  as  he  is  taken  care  of  now. 

OAKOJSLma  SILVEB  OBBTIFIOATBS— POPULAB    USB  OF  OOIN  MONBT. 

Mr.  FowLEB.  If  the  certificates — ^the  ones,  twos,  and  fives — were  all 
canceled,  and  the  silver  was  out  at  the  end  of  a  year,  do  yon  not  think  the 
people  would  be  as  well  satisfied  as  they  are  now  with  the  certificates! 
With  California  before  you  as  an  illustration,  with  Mr.  Garnett,  who 
lives  there,  refusing  to  sign  the  report  recommending  this  bill,  because 
he  uses  silver,  and  with  the  practices  of  Germany  and  France  and  otber 
countries  before  you,  do  you  not  think  that  at  the  end  of  a  year  the  peo- 
ple would  be  just  as  well  satisfied  with  the  silver  as  they  would  be  now 
with  the  small  certificates! 

Mr.  Tatlob.  I  do  not  think  so.    They  would  take  it  if  they  had  to. 

Mr.  MoGleabt.  Would  not  that  fact — the  presence  of  the  gold  and 
silver  in  the  hands  of  the  people  from  day  to  day — be  the  best  kind  of  an 
education  in  the  other  direction  that  you  spoke  of  a  while  agot  Would 
it  not  be  the  best  kind  of  an  education  as  to  what  money  really  isf 

Mr.  Tatlob.  Well,  it  would  be  a  good  object  lesson,  but  I  do  not 
think  I  am  prepared  to  say  it  would  be  the  best  one. 

The  Ohaibman.  Would  not  that  be  the  only  way  to  find  out  what 
the  people  want  and  to  get  their  opinion  of  any  currency  system! 

Mr.  Taylob.  Yes,  sir. 

The  Ohaibhan.  Do  you  know  of  any  other  Gk>vemment  in  the  world 
that  coins  money  and  then  itself  issues  paper  representatives  of  it 
direct! 

Mr.  Tatlob.  I  do  not  know  that  I  ever  heard  of  one. 

The  Ohaibman.  Does  not  that  contradict  the  whole  theory  of 
coinage! 

Mr.  Tatlob.  I  think  it  does.  I  think  it  is  an  inconsistency  in  our 
system. 

•  •••••• 

The  Ohaibman.  Is  it  not  a  fact  that  a  very  large  body  of  oar  people, 
children  especially,  who  handle  a  large  part  of  the  money  in  taking  it 
to  stores,  and  the  very  large  laboring  population  of  the  South,  and  the 
ordinary  laboring  men,  can  carry  coin  in  their  pockets  with  greater 
safety  and  less  liability  of  loss  than  they  can  cariy  paper,  and  is  it  not 
also  true  that  the  paper  often  gets  wet  and  crumples  up  and  the  germs 
of  disease  get  in  it,  and  everything  of  that  kind!  So,  would  it  not  be 
of  great  sanitary  benefit  and  economic  benefit  in  every  way  in  protect 
ing  the  people  from  loss  to  have  all  money,  say  under  $5,  in  coin  ! 

Mr.  Tatlob.  There  is  great  force  In  that,  Mr.  Ohairman,  and  I  think 
our  people  would  be  better  off  if  that  could  be  brought  about  I  think 
they  would  be  better  off  if  they  used  more  coin  money.  I  may  be  tell- 
ing tales  out  of  school,  but  I  will  say  that  when  this  was  under  discus- 
sion in  the  commission  I  made  a  motion  that  the  smallest  paper  bill 
should  be  $3  as  a  compromise.  I  think  the  pecfile  would  stand  tiiat, 
without  much  complaint.    I  believe  if  you  would  go  to  95  there  would 
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be  a  great  deal  of  complaint,  but  that  if  you  say  $3  the  people  xrould 
not  seriously  complain,  and  perhaps  in  that  way  yon  could  accustom 
them  to  the  use  of  coin,  and  eventually  they  would  allow  $5  to  be  the 
lowest  denomination  of  paper  money. 

Mr.  NswiiANDS.  Do  you  not  think  that  in  this  country  there  are  a 
great  many  people  who  do  not  know  that  the  silver  is  still  in  circula- 
tion through,  the  silver  certificates f 

Mr.  Taylor.  I  can  not  say  that  I  have  found  any  such  people  among 
my  acquaintances. 

Mr.  Newlands.  I  have  met  with  a  great  many  myself,  and  abroad  I 
found  that  that  was  quite  a  general  impression,  that  we  had  a  great 
stock  of  silver  here  and  that  it  was  not  utilized. 

Mr.  Taylor.  That  might  be  so.    I  can  not  say. 

The  Ohairman.  Whether  that  is  so  or  not,  not  one  man  in  a  thou- 
sand, when  he  receives  a  bill,  stops  to  see  whether  it  is  a  bank  note  or 
a  silver  certificate,  or  what  it  is.  Unless  his  attention  is  especially 
called  to  it,  he  does  not  notice  it.  There  is  no  distinction;  he  thinks 
that  it  is  all  national-bank  money. 

Mr.  Taylor.  Very  few  people  notice  the  difference,  or  think  of  the 
difference. 

The  Ohairman.  And  they  do  not  know  that  this  coin  is  collateral 
for  these  silver  certificates  f 

Mr.  Taylor.  Very  few  people  think  of  that.  That  is  one  of  the  con- 
sequences of  the  greenback  circulation.  It  has  accustomed  the  people 
to  take  pieces  of  paper  with  pictures  on  them.    That  is  all  they  notice. 

The  Ohairman.  Is  it,  then,  your  opinion  that  the  general  feeling  of 
affection  which  the  people  seem  to  have  for  the  greenbacks  is  because 
they  want  the  paper  money! 

Mr.  Taylor.  Ko;  not  that  merely;  not  because  they  want  paper 
money  merely.  I  think  the  affection  of  the  people  for  the  greenbacks 
is  a  peculiar  patriotic  instinct.  The  greenback  is  associated  in  their 
minds  with  the  preservation  of  the  Union. 

The  Ohairman.  And  you  think  the  mtyority  of  the  i)eople  in  the 
ordinary  way  of  life  draw  the  distinction  between  the  greenback  and 
the  bank  note,  and  so  on  t 

Mr.  Taylor.  Not  at  all. 

The  Ohairman.  That  is  what  I  meant 

Mr.  Taylor.  No  ;  not  at  all.  In  actual  transactions  I  think  men  very 
rarely  take  notice  of  what  kind  of  money  they  are  handling. 

banking  in  agricxtltural  oommunities. 

Mr.  Hill.  What  is  the  purpose  of  section  12^  providing  for  small 
banks? 

Secretary  Gagb.  More  particularly  for  agricultural  communities. 
There  is  always  a  small  business  center  somewhere  in  every  sort  of 
community. 

Mr.  Hill.  Generally  speaking,  you  now  refer  to  agricultural  com- 
munities, in  which  there  would  largely  be  agricultural  loans! 

Secretary  Gage.  Very  largely. 

Mr.  Hill.  Do  you  believe  it  is  possible  for  a  national  bank  or  any 
bank  to  be  made  a  bank  of  issue  with  the  facilities  for  prompt  redemp- 
tion which  you  have  provided  here,  making  agricultural  loans  against 
notes  issued  on  demand  f 

Secretary  Gage.  I  think  agricultural  loans,  properly  made,  are  among 
the  best  loans  in  the  world. 
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Mr.  Hill.  I  know  it,  but  can  they  be  made  as  against  demand  issaes 
of  bank  notes! 

Secretary  Oagb.  They  can,  within  reasonable  range;  yes,  sir. 

Mr.  Hill.  How  is  it  possible  for  a  bank,  say,  of  925,000,  sitoated  in 
an  agricnltaral  oommnnity,  to  exchange  its  circulating  notes  for  long- 
time agricnltaral  notes  and  maintain  redemption  of  its  own  notes  t 

Secretary  Gage.  By  'longtime  agricnltaral  notes"  do  yon  mean  foor 
or  five  year  loans! 

Mr.  Hill.  I  mean  six  months,  as  against  their  own  notes  ontstanding. 

Secretary  Qage.  1  think  they  could. 

Mr.  Hill.  In  what  way  would  they  be  able  to  do  it! 

Secretary  Oagb.  Because  the  community  we  are  supposing  is  a 
community  where  the  circulatiug  capital  is  small,  and  as  long  as  crops 
were  in  process  of  being  gathered  and  brought  to  marked  and  the 
expenses  connected  with  them  being  paid  off,  there  would  be  a  local 
use  for  any  circulating  medium  which  this  bank  would  supply,  and  it 
would  stay  there  until  crops  (which  ought  to  be  more  or  less  varied  in 
every  community,  and  are  more  or  less  varied),  would  begin  to  go  for- 
ward to  market;  and  that  generally  happens  four  or  five  months  before 
the  following  crop  is  sown  and  the  expense  incidental  to  raising  that 
crop  inaugurated.  When  the  crop  goes  to  market  the  fund  woi2d  be 
found  to  redeem  the  notes.  The  notes  would  find  their  way  to  the 
redemption  centers  if  the  community  owed  more  than  the  crops  paid. 
Then  the  notes,  like  any  otiier  form  of  money,  would  go  forward  to  settie 
the  difference,  and  they  would  be  redeemed.  *  *  *  It  is  now  an 
impoverishment  of  a  community  to  start  a  national  bank.  Take  a  little 
community  that  can  scarcely  raise  $50,000  capitaL  What  does  the 
Oovemment  require  of  it!  It  requires,  in  the  first  place,  $26,000  of  that 
to  be  sent  to  Wall  street  to  buy  bonds,  and  then  it  may,  and  as  it  may 
it  must^  because  it  is  too  poor  not  to  do  it,  put  these  bonds  up  with  the 
Treasurer  of  the  United  States,  and  for  the  $26,000  of  bonds,  which 
have  cost  over  $30,000,  it  may  get  $22,500  of  its  own  notes — ^not  Gov* 
einment  notes,  but  its  own  notes — which  it  may  have  the  privilege  of 
loaning  to  the  community.  That  is  an  impoverishment  to  the  commu- 
nity, substantially,  of  30  per  cent  on  capital  it  had  before  it  started  the 
bank* 

LABGB  BANES  ^OABBY"  SMALL  BAJSES. 

Mr.  Hill.  Do  yon  think,  in  your  experience  as  a  banker,  not  as 
Secretary  of  the  Treasury,  that  as  a  matter  of  fact  the  large  reserve 
banks  of  the  country  do  frequently  have  to  carry  the  smaller  banks! 

Secretary  Gage.  They  do  to  a  considerable  extent. 

Mr.  Hill.  Do  you  think,  then,  they  would  object  to  this  credit-note 
system,  as  giving  to  the  country  banks  a  first  lien  upon  all  their  assets 
for  these  reserve  notes  and  thus  imperiling  their  claims  against  tiie 
country  banks! 

Secretary  Gagb.  I  do  not  think  they  would  object  on  that  gronnd  at 
all,  because  they  always  make  sure  they  themselves  have  a  good  Hen 
on  assets  before  they  take  care  of  the  country  banks. 

BANKS  PBOTBOT  THBIB  OT78TOMBBS. 

The  Ohaibman.  Is  it  not  a  fact  that  the  minute  a  bank  is  threatened 
all  the  business  community  rush  to  increase  their  discounts  and  loans 
and  deposits,  and  that  that  is  what  intensifies  the  panics  so  much,  plm 
the  drawing  out  of  deposits! 
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Mr.  Faisohild.  Yoa  mean  it  tends  to  borrowing  of  more  money! 

TheOHAiBBfAN.  Yes;  they  want  to  increase  their  loans  and  disconnts. 

Mr.  Faibchild.  Yes ;  they  do  that. 

The  Ohubman.  Banks  then  say,  ^^  We  can  not  Increase  yonr  loans, 
bat  we  will  tak^care  of  yon;"  and  saying  that  all  over  the  cooutry 
checks  the  panic.    That  is  trae,  is  it  nott 

Mr.  Faibchild.  Yes. 

.BOin>S  KEPT  UP  IN  PBIdU 

Mr.  Faibchild.  In  getting  ap  this  plan  the  policy  we  pnrsned  in  the 
commission . 

The  Ohaibman.  l%at  is  exactly  what  I  want  to  get  at. 

Mr.  Faibchild  (continuing).  Was  to  propose  something  which  we 
thought  would  be  complete  and  useful  and  workable,  if  adopted  by 
Oon gross.  We  considered  two  lines.  First,  whether  we  should  attempt 
to  &me  something  which  we  thought  would  meet  the  views  of  any 
particular  Oongress,  looking  to  the  make-up  and  the  general  views  of 
Congress.  And  the  other  consideration  was  whether  we  should  proceed 
solely  without  reference  to  that,  but  to  get  something  that  we  believed 
would  be  beneficial  if  enacted,  leaving  out  of  view  entirely  the  proba- 
bilities of  its  enactment.  We  concluded  to  adopt  the  latter  course, 
believing  it  was  not  our  province  to  take  into  consideration  the  temper 
and  disposition  of  Congress,  so  we  have  proceeded  not  on  the  question 
of  policy  of  passing  a  bUl,  but  on  the  question  of  the  general  policy  if  a 
bill  were  passed. 

Mr.  Walkeb.  The  changes  proposed  in  any  bill  would  be  agreeable 
should  it  involve  no  practices  or  conditions  that  had  not  proven  to  be 
wise  in  the  actual  practice  of  banking,  and  correct  those  practices  found 
to  beunwiset 

Mr.  Faibchild.  Certainly:  •  •  •  any  one  of  these  measures, 
or  all  of  them  combined,  which  will  accomplish  the  general  result  is 
perfectly  satisfactory  to  that  commission.    •    *    • 

Mr.  Spalding.  In  the  event  of  the  success  of  the  monetary  commis- 
sion's plan,  would  it  have  any  effect  on  the  price  of  the  bonds  of  the 
United  States  Government,  in  your  opinion;  and  if  so,  why! 

Mr.  FAiBCHiLDi  We  toied  to  graduate  that.  Getting  at  the  amount 
held,  and  looking  at  the  way  bonds  were  held  among  the  banks,  we 
fixed  the  amount  of  25  per  cent  of  the  capital  in  that  way,  with  a  view 
of  having  it  have  as  little  effect  as  possible  on  the  rise  or  fall  of  bonds. 

Mr.  Spalding.  What  effect,  in  your  opinion,  would  there  be  in  the 
adoption  or  the  passing  of  a  law  in  which  the  bonds  were  not  used  as 
a  security  for  the  circulating  medium  at  allt 

Mr.  Faibchild.  Oh,  it  might  affect  their  price  a  little.  I  doubt  if  it 
would  affect  it  much  now ;  perhaps  1,  2,  or  3  per  cent.  I  do  not  know 
about  that. 

Mr.  Walkeb.  Your  bill  is  of  such  a  nature  that  you  claim  it  would 
not  very  materially  affect  the  price  of  bonds.  If  it  had  any  tendency, 
it  would  make  them  higher,  would  it  nott 

Mr.  Faibchild.  Possibly  a  little;  but  looking  at  the  distribution  of 
the  bonds,  we  fixed  the  amount  first  at  30  per  cent,  and  then  reduced 
it  to  25  per  cent  on  that  ground. 

Mr.  Walkeb.  Then  the  requirement  to  purchase  bonds  in  order  to 
get  currency  has  a  tendency  to  make  bonds  higher  pricedf 

Mr.  Faibchild.  That  would  be  the  tendency. 

BdrC ^15 
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INTERINDEBTEDNESS  OF  THE  UNITED  STATES. 

Mr.  Walker.  I  will  now  ask  a  question  on  a  different  line.  It  la 
assumed  that  banks  are  not  a  help  to  the  people  because  they  increase 
their  indebtedness;  that  is  to  say,  we  hear  the  proposition  stated  on  the 
iioor  of  the  House  and  other  places  that  indebtedness  is  an  indication 
of  poverty.  I  want  you  to  look  at  this  table  [handing  him  a  table].  I 
have  taken  great  pains  by  correspondence  and  otherwise,  and  by  my 
own  estimates  and  estimates  which  I  have  obtained  from  others,  and  by 
the  authorities  given,  to  state  the  total  sum  of  indebtedness. 

TabU  shotoing  the  indebtedness  of  the  United  States  in  1892,  prepared  by 
Hon.  J.  jET.  Walker,  chairman  of  Committee  on  Banking  and  Currency. 


Oensus  of  1890,  assessed  valuation:   Assets  of  the 

countiy,  real  and  personal  property 925, 000, 000 

Secretary  of  Treasury : 

Gold  and  silver  coin 1, 200, 000 


Total 26,200,000 


Kational  debt  less  cash  in  Treasury 852, 000 

Oensus  of  1890: 

State  debt  less  sinking  fund 223,000, 

County  debt  less  sinking  fund 142,  OOOj 

Town  and  city  debt  less  sinking  fund 470, 000, 

Porter:  School-district  debt. : 38, 000, 

Poor's  Manual,  railroad  indebtedness : 

Funded  debt 5,106,000 

Unfunded  debt 376, 000 

Current  debt 271, 000 

New  York   Financial  Be  view,  1890:   Miscellaneoms 

stocks  and  bonds 

Farm  mortgages 

Home  mortgages i,  i>4Y,  uuu, 

Other  town  and  city  property  mortgages 3, 887, 000, 

fiono.ono 


582, 000, 
1, 086, 000, 
1, 047, 000, 
3, 887, 000, 

Estimated  debts  of  merchants 5,000,000, 

Debts  of  individuals  and  families 400, 000, 

Comptroller  of  the  Currency : 

Deposits  in  mutual  savings  banks 1, 402, 000 

Deposits  in  stock  savings  banks 252, 000 

Deposits  in  private  savings  banks 95, 000 

Deposits  in  loan  and  trust  companies 353, 000 

National  banks 1,588,000 

State  banks 557,000 

New  York  Daily  Commercial  Bulletin : 

Annual  fire-insurance  losses,  $125,000,000;  life  of 


policy,  three  years 375,000, 

Marine  insurance 50, 000, 

Life  insurance  in  force 3, 543, 000, 

Industrial  business  insurance 313, 000, 

Benevolent  associations  and  fraternal  orders 6, 000, 000, 


000 
000 


000 


000 

000 
000 
000 
000 

000 
000 
000 

000 
000 
000 
000 
000 

ooo 

000 
000 
000 
000 
000 
000 


000 
000 
000 
000 
000 


Interindebtedness  in  the  country 34, 208, 000,  OCO 
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INTEBINDEBTEDNBSB  AN  EYTDENOB  OF  INTEGBITY  AND  WEALTH. 

Mr.  Walkbb.  Is  it  not  generally  held  by  economists,  Mr.  Faircbild. 
that  the  interindebtedoess  of  a  people,  at  a  low  rate  of  interest,  instead 
of  being  an  evidence  of  poverty  or  of  hard  conditions,  is  one  of  the  most 
certain  indications  known  of  the  average  integrity,  edncation,  wisdom, 
and  wealth  of  its  people! 

Mr.  Faibohild.  It  is.  ^ 

Mr.  Walkeb.  As  the  integrity,  edncation,  wealth,  and  peacefdl  con- 
ditions are  measured,  the  use  of  paper  money  proportionately  increases, 
and  that  of  coin  decreases.    Is  not  that  trnef 

Mr.  Faibghild.  Well,  I  would  not  like  to  say  that  quite  so  broadly. 
The  use  of  paper  is  another  advance  in  more  pedect  civilization  and 
the  economy  of  capital,  in  my  judgment,  and  the  greater  the  faith  of 
people  one  in  another,  the  higher  the  civilization  w&l  be;  and  ail  these 
conditions  you  have  spoken  of  tend  to  produce  that  faith. 

Mr.  Walkeb.  Except  for  our  war  of  disunion,  we  have  had  peace 
practically  since  the  war  of  1812 — and  that  was  not  much  of  a  war — 
while  in  France  the  Government  has  been  constantly  overturned,  and 
a  feeling  of  unrest  has  existed  there;  and  England  is  in  a  state  of  war. 
They  are  engaging  in  some  kind  of  a  war  nearly  all  the  tigie,  and  you 
know  what  the  conditions  have  been  in  Germany;  while  in  Scotland, 
Canada,  and  this  country  there  has  been  comparative  peace.  My  ques- 
tion involves  the  fact  of  the  people's  condition.  In  view  of  aU  the  &cts, 
do  not  the  paper  money  and  assured  peace  go  together! 

Mr.  Faibohild.  I  should  think  they  did. 

TranHUanJrom  present  system  to  the  HillrFowler  system  and  the  Walker 

system. 

It  all  the  national  banks  in  the  United  States  should  transfer  into 
the  system  provided  for  in  the  Hill-Fowler  bill  (H.  B.  10289)  or  into  the 
system  provided  for  in  the  Walker  bill  (H.  B.  10333),  the  results  as  to 
droolation  would  be  as  follows : 

HILL-FOWLEB  BILL. 

(a)  Cities  of  10,000  population  and  over  (25  per  cent  of 

paid-in  capital,  $461,147,626) 1112, 786, 881 

(b)  Places  under  10,000  population  (26  per  cent  of  paid-in 

capital,  •180,340,670) 45,086,142 

Total  national  reserve  notes  that  would  be  issued .    167, 872, 023 

WALKEB  BILL. 

In  national  banks  alone : 

(o)  Oities  of  10,000  population  and  over  (12}  per  cent 
of  true  capital — capital,  surplus,  and  undivided 

profits— $712,966,136) 89,119,392 

(d)  Places  under  10,000  population  (12}  per  cent  of  the 

capital,  $263,284,969) 31,660,620 

Total  <« greenbacks"  that  would  be  exchanged 120, 780, 012 

AH  State  banks  required  to  assume  United  States  notes .      47, 290, 873 

Total  United  States  notes  exchanged 168,070,885 


228  STBENOTHENJNG  THE  PUBLIC  GBEDIT,  ETa 

(Jnder  the  Hill-Fowler  bill  banks  are  required  to  bay  and 
pay  United  States  legal  notes  for  purely  a  bank 
note  to  the  amount  of  25  per  cent  of  their  paid- 
in  capital,  and  they  get  no  right  whatever  to 
issue  any  notes  other  than  those  they  buy. 
Amount  as  above $107,872, 023 

Under  the  Walker  bill  national  banks  and  commercial 
State  banks  are  required  to  exchange  lawftd 
money  for  a  new  issue  of  ^^  greenbacks,"  with 
their  own  note  printed  on  the  back  of  them,  to 
the  amount  of  i2jf  per  cent  of  their  actual  capi- 
tal—total      168,070,885 

And  can  issue  currency  against  their  assets  to  an  equal 

amount 168,070,885 

Total  currency  under  Walker  bill 836,141,770 
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Assuming  that  the  use  of  banking  fands  in  1897,  that  is  to  say,  capi- 
tal, deposits,  and  currency,  woald  be  one-quarter  more  in  volume  than 
in  1860,  the  slaves  being  free,  the  following  sums  should  be  added  for 
each  State  named : 


State. 

Amoant. 

State. 

Amount. 

Alabama 

$7, 478, 876 
14, 933, 050 
13, 067, 476 

4, 054, 304 
10, 348, 819 

6,144,660 

South  Carolina 

Tennessee 

$13, 916, 100 
7, 767, 188 

Georiria 

Kentnckv  .....*«.** 

Virginia 

9, 282, 000 

TjOniRIATIA 

Total 

Missouri 

86, 992, 431 

North  Oarolina 

Tablb  C. 

Assuming  that  the  slaves  being  free  to-day  would  add  one-quarter 
to  the  use  of  banking  fhnds,  the  amount  of  such  funds  that  would  be 
in  use  in  the  following  nine  States,  providing  that  the  freedom  of  issu- 
ing currency  enjoyed  by  State  banks  in  1860  had  continued  until  to-day, 
would  probably  be  as  follows : 


State. 

Population 
in  1897. 

Aotnal  loss  in 
amoant  of  bank- 
ing fands  in  1897, 
at  the  per  capita 
of  1860. 

Natural  in- 
crease, with 
slaves  free, 
shoold  show 
one-qnarter 
more. 

TotaL 

Alabama 

(Georgia 

Kentucky 

Louisiana 

Missouri 

l^orth  Carolina . 
South  Carolina . 

Tennessee 

Yirginift 

1, 676, 000 
2, 090, 000 
1, 887, 000 
992,000 
2, 427, 000 
1, 780, 000 
1, 280, 000 
1, 924, 000 
1, 768, 000 

$18, 396, 500 
48, 864, 200 
27, 946, 470 
75, 233, 280 
29, 026, 920 
15, 895, 400 
49, 830, 400 
3, 559, 400 
16, 191, 760 

$7, 478, 876 
14, 933, 050 
13, 067, 475 

4, 054, 303 
10, 348, 819 

6, 144, 560 
13, 916, 160 

7, 767, 188 

9, 282, 000 

$26, 872, 376 
63, 797, 250 
41, 013, 945 
79,287,584 
39, 376, 739 
22, 039, 960 
63, 746, 560 
11, 326, 588 
24, 473, 760 

Total 

16^  823, 000 

283,944,330 

86, 992, 431 

370, 933, 761 

236 
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Fifteen  State$  in  uAich  banking  t9iu  v/ndevelaped  in  1860^  and  in  which 
^  deficiency  in  banMng  funde  per  capita  wae  prebably  as  large  in  1897 
.  ae  in  the  nine  States  above  noted. 


^^ 


Stetai. 


Arkansaa. . 
California  . 
Colorado  . . 
Florida.... 

Idabo  

Elansas  ... 
MiBsissippi 
Montana  .. 
Nebraska  • 


Population, 
1B97. 


1,360,000 

1,155,000 

517, 000 

•496,000 

151,000 

1,342,000 

1,444,000 

225,000 

1, 145, 000 


StotM. 


I^evada *.. . . 

Soatb  Dakota 

Texas , 

Utab 

Waabington 

Wyoming 

Total  population 


Popnltttioo, 

1897. 


45,000 

387, 000 

2. 698, 000 

272, 000 

468,000 

86,000 


11, 791, 000 


TTT- 


\-WH      LIW9' 


Estimated  deficiency  in  banking  ftinds  in  these  fifteen 

States,  as  sbown  to  be  in  the  nine  States,  iu  1897 $211, 580, 540 

Deficiency  in  nine  States  above 283,944,330 


Total  defidency.in  24  States 495,474,870 


Number  and  value  of  slaves  in  1860  {average  value  estimated  at  $500  per 

head)  in  the  nine  States  folknoing. 


■^^— •"■^^•p*. 


State. 


Alabama 

Gtoorgia 

Kentucky 

Louisiana 

Missouri 

IfortbOarolina.. 
SoutbCarolJaa.. 

Tennessee 

Yirginia 

Tbtali 


Nnmber  of 

aUvesin 

1860« 


436,080 
111,  115 
225,483 
331,726 
114, 931 
331,059 
402,406 
275, 719 
490,865 


Value  at  $600 
per  head. 


ABseased  value 

of  personal 
property  inlSSO.^ 


•217, 
55, 
112, 
165, 
57, 
165, 
201, 
137, 
246, 


540,000 
557,500 
741,500 
863,000 
465,500 
529,500 
203,000 
859,500 
432,500 


AsBessed  value 

of  personal 
property  in  1890.* 


•277, 
438, 
250, 
156, 
113, 
176, 
369, 
162, 
239, 


164, 673 
430,946 
287,639 
082, 277 
485,274 
931, 029 
546,444 
504,020 
069, 108 


2, 718, 3841, 359, 192, 0002, 171, 601, 4101, 298, 711, 923 


•104, 

190, 

170, 

74, 

288, 

93, 

78, 

89, 

208, 


273,091 
774, 030 
807, 996 
700,905 
116, 697 
231, 742 
219, 946 
887,380 
700, 236 


^  Oensus  1860^  p,  294,  Mortality  and  Miscellaneous  Statistics. 
*  Census  1890,  parii  2,  Wealth,  Debt,  and  Taxation,  p.  102. 
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PerHonal  proi)erty  per  capita  in  1860,  dedacting  value  of  alayes.  $85. 78 
Personal  property  per  capita  in  1890,  slaves  free 85. 4ft 

Popalatioii  in  1860,  9,469,634.    Population  in  1890, 15,199,370. 

Total  capital,  surplus,  and  undivided  profits  in  places 

under  10,000  population  * $253, 284, 959 

Circulation 70,427,647 

Deposits 411,476,864 

Total  banking  funds 735,189,470 

Capital  actually  paid  in 180,340,570 

Population  in  places  under  10,000 41, 840, 776 

Deduct  people  served  by  banks  in  cities  of  10,000  popu- 
lation or  more  10,390,737 

31, 450, 039 

National  banking  ftinds  per  capita,  to  serve  people  living  in  places  of 
less  than  10,000  population,  $23.38. 

Total  capital  surplus  and  undivided  profits  in  cities  of 

10,000  population  or  more $712, 955, 136 

Circulation 128,493,023 

Deposits 1,441,872,264 

Total  national  banking  funds 2,283,320,423 

Capital  actually  paid  in  in  cities  of  10,000  population  or 
more 451, 147, 525 

Population  in  cities  of  10,000  and  over 20, 781, 474 

One-half  as  many  again  served  by  banks  in  above  cities .        10, 390,  737 

Probable  population  served  by  such  banks 31, 172, 211 

Banking  funds  per  capita  for  cities  of  10,000  inhabitants  or  over, 
$73.25. 


CLEARING  HOUSE  OP  WORCBSTBE,  MASS. 

OONSTITUTION. 

The  banks  in  the  city  of  Worcester,  having  associated  on  March  5, 
1861,  for  the  purpose  of  effecting  a  more  perfect  and  satisfactory  set- 
tlement of  the  daily  balances  between  them,  deeming  it  advisable  to 
adopt  a  more  permanent  and  formal  organization,  hereby  agree  upon 
the  following 

ABTIOLES  OF  ▲SSOOU.TION. 

Section  1.  The  name  of  the  association  shall  be  the  Worcester 
Clearing  House. 

Sec.  2.  The  objects  of  the  association  are  the  effecting,  at  one  place 
and  one  time,  of  the  daily  exchanges  between  the  several  associated 
banks,  and  the  payment,  at  the  same  time  and  place,  of  the  balances 
resulting  from  such  exchanges;  the  promotion  of  a  general  uniformity 
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of  action  among  the  banks;  and  the  cultivation  of  honorable  and 
friendly  relations  among  the  members. 

Sec.  3.  Each  bank  belonging  to  the  association  may  be  represented 
by  its  president  and  cashier,  both  of  whom  shall  be  entitled  to  vote,  as 
the  members  of  the  association,  at  all  meetings  thereof. 

Sbc.  4.  The  annual  meeting  shall  be  held  at  the  clearing  house  on 
the  second  Monday  in  October,  in  each  year,  when  a  chairman  and 
secretary  shall  be  chosen,  by  ballot,  who  shall  hold  their  offices  for  one 
year,  and  until  others  are  chosen  in  their  stead;  and  whenever,  at  any 
meeting,  either  of  them  shall  be  absent,  a  chairman  or  secretary  pro 
tempore  shall  beu^hosen. 

Sec.  5.  At  every  annual  meeting  there  shall  also  be  chosen,  by  bal- 
lot, a  standing  committee  of  three  (not  more  than  one  member  of  the 
committee  from  any  one  bank),  to  be  called  the  clearing  hdnce  com- 
mittee, who  shall  hold  their  offices  for  one  year,  and  until  others  are 
chosen  in  their  stead,  whose  duty  it  shall  be  to  procure  suitable  accom- 
modations for  the  clearing;  to  provide  proper  books,  stationery,  and 
whatever  else  may  be  necessary  for  the  convenient  transaction  of  the 
business;  to  ascertain  and  advise  the  banks  as  to  their  duties  and  lia- 
bilities in  case  of  any  doubtful  construction  of  the  State  or  United 
States  laws  relating  to  banks  and  banking;  to  investigate  and  rei>ort 
to  the  association  upon  any  matters  affecting  the  banking  interests, 
and,  generally,  to  supervise  the  whole  business  and  interests  of  the 
association.  Any  vacancies  which  may  occur  in  the  committee  during 
the  year  may  be  filled  at  any  meeting  of  the  association. 

Sec.  6.  The  cashier  of  the  clearing  bank  shall  be  the  manager  of  the 
clearing,  and  the  settling  clerks  shall  be  under  his  direction  while  at 
the  clearing  house.  The  hour  for  making  the  exchanges  shall  be  at  12 
o'clock  m.  Errors  in  the  exchanges  and  claims  arising  from  the  returns 
of  checks  or  other  cause,  are  to  be  adjusted  directly  between  the  banks 
which  are  parties  therein  and  not  through  the  clearing  house. 

Sec.  7.  Each  bank  belonging  to  the  association  shall  deposit  with 
the  clearing  house  committee  its  proportion  of  a  clearing  fund.  The 
proportionate  deposit  of  each  bank  shall  be  decided  by  vote  of  the  asso- 
ciation. The  clearing  fund  shall  be  deposited  with  the  clearing  bank, 
fr^e  of  interest,  as  a  compensation  for  services  rendered,  and  for  the 
payment  of  all  necessary  expenditures  of  the  association.  On  making 
its  deposit  each  bank  shall  receive  a  certificate  therefor,  signed  by  the 
clearing  house  committee  and  countersigned  by  the  manager.  No  bank 
shall  make  the  clearings  of  a  bank  which  is  not  a  member  of  the  asso- 
ciation. 

Sec.  8.  No  new  bank  shall  be  admitted  to  the  association  excepting 
on  the  recommendation  of  the  clearing-house  committee  and  by  a  vote 
of  three-fourths  of  the  members;  and  no  bank  shall  withdraw  without 
giving  six  months'  notice  of  such  intention  to  the  manager  of  the 
clearing  house. 

Sec.  9.  For  cause  deemed  sufficient  by  the  associated  banks,  at  any 
meeting  thereof,  any  bank  may  be  expelled  from  the  association  and 
debarred  from  all  the  privileges  of  the  clearing  house  by  a  vote  of 
three-fourths  of  the  members. 

Sec.  10.  These  articles  of  association  shall  be  signed  by  the  members 
thereof  and  by  new  members  hereafter  admitted;  they  may  be  amended 
by  a  vote  of  two-thirds  of  the  members  at  any  meeting  of  the  associa- 
tion, provided  that  notice  of  the  proposed  amendment  shall  have 
been  given  in  writing  at  a  previous  meeting  and  lodged  with  the 
secretary. 

Sec.  11.  The  secretary  shall  notify  all  meetings  by  giving  notice 


240  BTBENGTHBNINQ   THE   PUBLIC   CREDIT,  ETC. 

in  writing  to  eaok  of  the  associated  banks;  and  he  shall  oonvene  the 
association  whenever  requested  to  do  so  by  any  membcnr. 

Note.— Population,  115,000;  capital  of  clearing  house,  (10,500; 
banks  of  $250«O00  capital  or  less  loan  the  clearing  house  (1,000;  those 
having  over  $260,000  capital  loan  the  clearing  house  $1,500  free  of 
interest. 


H.  B.  10339.— FIPTY-FIPTH  OONOBESS,  SEOOin)  SESSIOK 

m  THE  HOUSE  OF  BEPBESENTATIYBfi^ 

Hat  16, 189&— Jf r.  Wulker^  of  MaaMchusetU^  iniroduced  the  foUawing 
bill;  tthich  toa»  referred  to  the  Committee  a»  Banking  and  Ourrenen 
and  ordered  to  beprinted. 

A  BIIX  To  BO  change  the  natioaal-baiik  aot  as  to  secure  to  the  people  in  all  oectiooa 
of  the  oonntry  aa  equal  opportunity  to  fireely  use  paper  money. 

Be  it  enacted  by  ihe  Senate  and  House  of  Repreeentativee  of  the  United 
States  of  America  in  Congress  assembled^  That  hereafter  banking  associ- 
ations shall  not  be  required,  *<  preliminary  to  the  commencing  of  the 
banking  businesSi''  or  in  continuance  thereof,  to  ^'transfer  and  deliver 
to  the  Treasurer  of  the  United  States,"  or  as  security  for  oirculatiDg 
notes,  any  United  States  bonds;  and  any  national  banking  association 
that  has  transferred  and  delivered  such  bonds  to  the  Treasurer  may 
recover  such  bonds  from  the  Treasurer  upon  complying  with  the  con- 
ditions prescribed  for  the  reassignment  of  such  bonds  to  associations  in 
liquid  ttion;  and  the  Treasurer  of  the  United  States  is  hereby  autho^ 
ized  and  directed  to  reassign  and  deliver  such  bonds  to  the  association 
from  which  he  received  them  upon  being  notified  by  the  Comptroller  of 
the  Ourreucy  that  such  association  is  in  compliance  with  this  section  of 
this  Act. 

Seo.  2.  That  any  banking  association  organized  under  the  laws  of 
any  State  that  shall  place  on  deposit  in  any  banking  association  in  the 
largest  commercial  city  in  the  State  in  which  the  association  is  located, 
or  in  any  other  place  acceptable  to  the  Comptroller  of  the  Currency,  an 
amount  of  specie  equal  to  five  per  centum  of  its  circulating  notes  that 
it  averages  to  have  in  actual  circulation  for  the  redemption  on  demand 
of  such  notes,  and  shall  also  have  in  its  own  vaults,  in  addition  to  the 
amount  hereinbefore  mentioned,  an  amount  of  specie  equal  to  five  per 
centum  of  its  average  individual  deposits,  thereux)on  the  imposition  and 
the  collection  of  the  ten  per  centum  tax  on  the  circulating  notes  of 
banking  associations  organized  under  the  laws  of  any  State  shall  be 
suspended,  so  far  as  they  relate  to  such  banking  association:  Protidedy 
however  J  That  in  case  such  banking  association  fails  to  keep  good,  as 
averaged  for  any  mouth,  any  part  of  the  total  amount  of  specie  as  is 
herein  required  it  shall  be  liable  to  and  shall  pay  into  the  Treasury  of 
the  United  States  a  tax  equal  to  ten  per  centum  per  annum  on  an 
amount  equal  to  the  amount  of  the  average  deficit  in  such  fund  or  funds 
for  such  month. 

Sec.  3.  That  whenever  any  association  fails  to  pay  on  demand  in 
specie  the  circulating  notes  signed  by  its  officers  and  paid  out  by  it,  it 
shall  be  subject  to  and  shall  pay  a  duty  at  the  rate  of  two  per  centum 
I>er  annum,  one-half  on  July  first  and  one-half  on  October  first,  on  a 
sum  equal  to  the  average  amount  of  its  circulating  notes  outstanding 
and  of  the  individual  deposits  iu  such  association  during  such  failure 
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and  until  sach  payment  is  resumed:  Pravidedy  howevery  That  in  case 
any  such  association  pays  one-half  of  the  tax  herein  imposed  on  or 
before  the  day  it  is  due  and  {payable,  the  other  half  shall  be,  and  is 
hereby,  remitted. 

Sko.  4.  That  each  association  shall  keep  such  records  and  send  to 
the  Comptroller  of  the  Onrrency  such  rei)orts  and  submit  to  such 
examinations  by  any  agent  of  the  OomptroUer,  to  ascertain  whether 
the  association  is  in  compliance  with  law  and  the  amount  of  tax  due 
and  payable  by  it,  as  the  Comptroller  of  the  Currency  shall  from  time 
to  time  direct^  and  the  expenses  of  such  examination  shidl  be  paid  by 
such  association. 


H.  B.  10333.— FIFTTPIPTH  CONGRESS,  SBCOin)  SESSION. 

IN  THB  HOUSE  OF  BBPBBSBNTATITES. 

Hat  13, 1898. — ^ilfr.  Walker j  of  MassachusetUy  introduced  ihe  following 
bill;  which  was  re/erred  to  the  Committee  on  Banking  and  Currency 
and  ordered  to  be  printed. 

A  BILL  To  80  ohange  the  national-bank  Act  as  to  secure  to  the  people  in  all  sections 
of  the  country  an  equal  opportunity  to  freely  use  paper  money. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assetnbled^  That  hereafter  banking  asso- 
ciations shall  not  be  required,  <<  preliminary  to  the  commencing  of  the 
banking  business,"  or  in  continuance  thereof,  to  ^< transfer  and  deliver 
to  the  Treasurer  of  the  United  States,'^  or  as  security  for  circulating 
notes,  any  United  States  bonds;  and  any  national  banking  association 
that  has  transferred  and  delivered  such  bonds  to  the  Treasurer,  upon 
depositing  lawful  money,  in  compliance  with  section  two  of  this  Act^ 
may  recover  such  bonds  from  the  Treasurer  upon  complying  with  the 
conditions  prescribed  for  the  reassignment  of  such  bond  s  to  associations 
in  liquidation:  and  the  Treasurer  of  the  United  States  is  hereby 
authorized  ana  directed  to  reassign  and  deliver  such  bonds  to  the  asso- 
ciation from  which  he  received  them  upon  being  notified  by  the  Comp- 
troller iof  the  Currency  that  such  association  is  in  compliance  with 
section  two  of  this  Act;  and  in  place  of  United  States  bonds,  as  hereto- 
fore required,  banking  associations  shall  deposit  lawful  money  in 
amount  sufficient  to  take  out  the  United  States  legal-tender  circulating 
notes  described  in  section  two;  and  the  taking  out  of  such  notes  is 
hereby  required  of  such  associations  preliminary  to  the  commencing 
of  the  banking  business. 

In  places  of  less  than  four  thousand  inhabitants,  with  the  permission 
of  the  Comptroller  of  the  Currency,  banking  associations  may  be 
organized  with  a  paid-up  capital  of  not  less  than  twenty-flve  thousand 
dollars. 

The  word  capital  as  used  in  this  Act  shall  be  held  to  mean  the  sum 
of  the  nominal  capital  plus  the  surplus  and  undivided  profits  of  asso- 
ciations, and  as  shown  by  the  last  published  annual  report  of  the  Comp- 
troller of  the  Currency  when  such  items  concerning  the  bank  in  question 
are  published  in  such  report. 

Seo.  2.  That  upon  the  delivery  of  coin,  coin  certificates,  or  United 
States  legal-tender  notes,  including  Treasury  notes,  to  the  Treasurer  of 
the  United  States  in  sums  of  one  hundred  dollars  or  any  multiple 
thereof^  and  in  amount  equal  as  near  as  miqr  be  to  twelve  and  one-half 

bafO ^16 


242       8TRENQTHENING  THE  PUBLIC  CREDIT,  ETC. 

per  centum  of  its  capital,  thereupon  it  shall  be  entitled  to  receive  from 
the  GomptroUer  of  the  Ourrency  United  States  legal-tender  notes  of 
different  denominations,  having  printed  on  their  reverse  side  the  oir- 
culating  note  of  the  association,  in  blank,  registered  and  coantersigned 
as  provided  by  law,  equal  in  amount  to  the  coin,  coin  certificates,  and 
United  States  legal-tender  notes,  including  Treasury  notes,  delivered ; 
and  any  association  may  at  any  time  increase  such  delivery  of  such 
moneys  to  an  amount  equal  to  one-half  of  its  capital,  and  receive  such 
circulating  notes  thereon  to  the  amount  of  such  delivery  of  such  money. 

The  promise  of  the  association  receiving  and  issuing  such  notes  to 
pay  the  same  on  demand  shall  be  attested  by  the  signature  of  the  prem- 
dent  or  vice-president  and  cashier  or  assistant  cashier  before  being 
issued  by  it. 

The  Secretary  of  the  Treasury  is  hereby  authorized  to  issue  United 
States  legal-tender  notes  of  the  Act  of  March  third,  eighteen  hundred 
and  sixty-three,  to  the  amount  necessary  to  carry  into  effect  the  provi- 
sions of  this  Act. 

The  lawful  name  and  description  of  the  notes  issued  under  this  sec- 
tion shall  be  greenbacks. 

Sbo.  3.  That  the  Comptroller  of  the  Ourrency  shall  issue,  in  blank, 
circulating  notes  of  different  denominations,  to  any  association,  and  the 
association  may  issue  the  same  in  addition  to  the  greenbacks  described 
in  the  preceding  section  equal  in  amount  to  the  amount  of  tibe  green- 
backs taken  out  by  it  until  the  setting  aside  of  the  gold  in  the  Tr^Mury 
of  the  United  States  to  redeem  certain  legal-tender  notes  as  described 
in  the  section  next  succeeding.  Thereafter  he  shall  issue  to  any  asso- 
ciation, and  the  association  may  retain  and  issue,  the  notes  described 
in  this  section  at  his  discretion,  but  not  less  in  amount  than  the  amount 
of  the  greenbacks  taken  out  by  such  association,  and  not  less  in  amount 
than  twenty-five  per  centum  in  excess  of  the  amount  upon  which  a  tax 
was  assessed  and  paid  in  the  two  years  next  preceding,  and  not  to 
exceed  in  amount  the  amount  of  its  unimpaired  capitsJ.  Each  associa- 
tion taking  out  the  notes  described  in  this  section  shall  add  to  its  cur- 
rent redemption  fund  and  keep  therein  a  sum  in  lawful  money  equal  in 
amount  to  five  per  centum  of  such  notes  it  averages  to  keep  in  circula- 
tion as  found  from  time  to  time;  such  five  per  centum,  together  with 
the  five  per  centum  mentioned  in  the  next  section,  shall  l^  held  for  the 
redemption  of  its  greenbacks  and  notes  issued  to  it  under  this  section. 
^  That  the  lawful  name  and  description  of  notes  issued  under  this  sec- 
tion shall  be  currency.*    All  ourrency  shall  have  printed  on  its  reverse 


*  If  et  assets  of  national  and  State  banks,  in  capital, 

surplus,  and  undivided  profits $1,350,000,000 

All  kinds  of  paper  money  in  circulation 1, 095, 377, 992 

Profits  to  bank  on  currency  under  existing  law  and  conditions,  about 
one-fourth  of  1  per  cent. 

As  all  taxes  except  one-fifth  of  1  per  cent,  safety  fund  tax,  are  removed, 
the  average  profit,  taking  the  country  over,  under  this  bill,  on  the  cur- 
rency kept  out,  would  be  about  6  per  cent.  Ifothing  is  gained  on  the 
greenbacks  and  6  per  cent  on  the  reserve  notes. 

The  currency  issued  is  not  ^<  reserve  certificates.''  It  is  in  no  sense 
<<  issued  against  the  reserve  held.''  They  hold  exactly  the  same  relation 
to  the  ^*  reserve  held"  as  any  other  liability  of  the  banks.  For  each 
$95  of  old  issue  of  greenbacks  that  are  redeemed  and  destroyed,  $100 
of  new  greenbacks  are  issued  and  $100  of  currency,  making  $200  of 
currency  for  each  $95  retired. 
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aide  the  statement  that  it  is  to  be  finally  redeemed  and  paid  by  the 
Treasarer  of  the  United  States.  The  Oomptroller  of  the  Ourrency  may 
canse  9  supply  of  currency  and  of  greenbacks  to  be  printed  for  associa- 
tions in  anticipation  of  immediate  delivery  to  them. 

Sbc.  4.  That  the  Treasurer  of  the  United  States  shall  forthwith 
redeem  and  destroy  existing  United  States  legal-tender  notes  issued 
under  Acts  passed  before  July  first,  eighteen  hundred  and  ninety,  and 
put  in  circulation  previous  to  the  passage  of  this  Act,  in  such  manner 
as  he  may  deem  proper,  equal  in  amount  to  ninety-five  per  centum  of 
the  aggregate  of  the  coin,  coin  certificates,  and  United  States  legal- 
tender  notes,  including  Treasury  notes,  received  for  greenbacks  issued 
to  banking  associations;  and  the  Treasurer  shall  set  aside  five  per 
centum  of  such  aggregate,  which,  together  with  the  five  per  centum 
mentioned  in  the  previous  section,  shall  be  held  for  the  current  redemp- 
tion of  the  greenbacks  and  currency  of  the  association  making  such 
deposit. 

When  there  shall  be  no  more  in  amount  of  United  States  legal-tender 
notes  outstanding  issued  before  July  first,  eighteen  hundred  and  ninety, 
than  the  amount  of  the  gold  then  held  by  the  Treasurer  that  may  be 
used  for  the  redemption  of  such  notes,  the  gold  so  held  shall  then  be 
set  aside  by  the  Treasurer  of  the  Unitea  States  and  used  only  to  redeem 
such  notes,  which  notes  upon  being  so  redeemed  shall  be  destroyed  j* 
and  from  and  after  thirty  days  Irom  the  setting  aside  of  gold  herein 
mentioned  such  notes  shall  not  be  used  by  any  banking  association  in 
redeeming  its  notes,  or  be  counted  in  the  reserve  fund  of  any  national 
banking  association,  or  be  a  legal  tender  for  any  debt  due  and  payable 
in  the  United  States  excepting  for  duties  due  and  payable  on  goods 
imported  into  the  United  Sta&s.t 

That  upon  the  setting  aside  of  the  gold  herein  directed,  a  sum  of 
money  equal  in  amount  to  all  moneys  subsequently  paid  into  the  Treas- 
ury of  the  United  States  in  exchange  for  greenbacks  shall  be  held  in 
the  Treasury  as  a  separate  ftind,  out  of  which  the  Treasurer  shall,  from 
time  to  time,  redeem  greenbacks  held  by  certain  associations  in  amount 
and  manner  as  follows,  to  wit: 

When  such  funds  shall  amount  to  one  per  centum  of  the  total  amount 
of  greenbacks  taken  out  under  this  Act  by  associations  before  the  set- 

*Out8tanding  United  States  legal-tender  notes $346, 000, 000 

Gold  redemption  fund  in  Treasury  in  February,  1896. . .    146, 000, 000 

Total  legal-tender  notes  to  be  assumed  by  banks  . .    200,000,000 

to  relieve  the  situation.  Thus,  when  the  banks  have  assumed  the  cur- 
rent redemption  of  only  (200,000,000  of  legal-tender  notes,  the  Treasury 
will  be  wholly  relieved  from  paying  gold  on  any  form  of  paper  money, 
and  it  will  be  a  matter  of  as  much  indifference  what  the  G<)vernment 
pays  out  as  in  the  case  of  any  private  citizen. 

Visible  gold  on  January  1, 1899 : 

In  United  States  Treasury $246,973,000 

In  national  banks 266, 464, 000 

In  State  banks,  trust  companies,  etc.  (estimated) 266, 000, 000 

Total  commercial  gold 779, 437, 000 

tThis  provision  is  designed  to  bring  legal-tender  notes  into  the 
Treasury  for  redemption. 
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ting  aside  of  gold  and  then  held  by  them,  or  oftener,  he  shall  call  in, 
redeem,  and  cancel  snch  greenbacks  so  held  that  are  in  excess  of  the 
total  amount  of  such  not^  issued  to  banking  associations  and  held  by 
them,  previous  to  the  setting  aside  of  gold,  and  in  amounts  of  one  hun- 
dred dollars  or  any  multiple  thereot  He  shall  first  reduce  the  amount 
of  such  men  backs  to  those  associations  which  hold  the  largest  amount 
of  greenbacks  in  proportion  to  their  capital,  if  requested  by  them  so  to 
do,  and  until  the  holdings  of  such  greenbacks  by  all  associations  have 
been  reduced  to  the  sum  required  to  be  taken  out  by  them :  and  he 
may  require  any  association  to  increase  its  holdings  of  greenbacks  in 
sums  of  one  hundred  dollars  or  any  multiple  thereof  when  the  increase 
of  its  capital  makes  its  holdings  of  greenbacks  less  in  percentage  than 
is  required  by  this  Act.  Thereafter  the  taking  out  and  the  holdings  of 
greenbacks  by  any  association  shall  be  reduced  so  as  to  keep  the  total 
amount  of  greenbacks  held  by  the  aggregate  of  all  associations  as  near 
as  may  be  at  the  aggregate  amount  of  greenbacks  so  held  by  all  asso- 
ciations at  the  time  of  the  setting  aside  of  gold  herein  mentioned. 

Two  years  from  the  day  of  the  setting  aside  of  the  gold  in  the  Treas- 
ury to  redeem  certain  legal-tender  notes  any  gold  so  set  aside  then 
remaining  shall  be  free  money  in  the  Treasury. 

Sec.  5.  That  upon  the  expiration  of  the  corporate  term  of  any  asso- 
ciation, if  its  corporate  existence  is  not  extended  by  the  Comptroller 
of  the  Currency,  or  upon  the  insolvency  of  an  association,  or  by  the 
order  or  with  the  consent  of  the  Comp^ller,  approved  by  the  Secre- 
tary of  the  Treasury,  the  Treasurer  shall  redeem  the  greenbacks  issued 
to  the  association,  out  of  any  moneys  in  the  Treasury  not  otherwise 
appropriated. 

Any  association  may  reduce  its  currency  by  surrendering  it  lor  de- 
struction to  the  Comptroller  of  the  Currency,  who  shall  destroy  the 
currency  so  surrendered  in  the  manner  prescribed  by  law.  The  liabil- 
ity of  any  association  for  its  currency  shall  neither  be  canceled  nor 
reduced  in  any  other  manner. 

Sec.  6.  That  each  association  shall  keep  good  with  the  Treasurer  of 
the  United  States  and  he  shall  at  all  times  keep  and  have  on  deposit 
in  the  Treasury  of  the  United  States,  in  lawful  money,  except  as  here- 
inafter provided,  for  the  current  redemption  fund  of  each  association 
during  its  solvency,  a  sum  equal  to  the  five  per  centum  before  men- 
tioned of  the  greenbacks  and  average  outstanding  currency  of  the  asso- 
ciation, to  be  held  and  used  for  the  current  redemption  of  its  green- 
backs and  currency;  and  no  part  of  such  redemption  fund  shall  be 
counted  as  a  part  of  the  reserve  of  any  bank;  and  when  the  notes  of 
any  association,  assorted  or  unassorted,  shall  be  presented  for  such 
redemption  to  the  Treasurer  of  the  United  States,  in  sums  of  five  hun- 
dred dollars,  or  any  multiple  thereof,  or  in  sums  equaling  not  less  than 
one  per  centum  of  the  totol  circulation  of  any  association  having  less 
than  fifty  thousand  dollars  in  greenbacks  and  currency,  the  same  shall 
be  redeemed. 

Each  association  shall  redeem  in  lawful  money  its  greenbacks  and 
currency  at  its  own  banking  house  and  at  an  agency  approved  by  the 
Comptroller  in  some  reserve  city. 

The  right  to  confer  the  duties  and  responsibilities  of  executing  the 
provisions  of  this  Act,  or  any  part  thereof  relating  to  the  current 
redemption  fund  or  the  redemption  of  greenbacks  and  currency  upon 
any  reserve  bank  or  other  suitable  agent,  under  such  regulations  as  he 
may  deem  safe  and  proper,  and  to  deposit  any  part  of  the  current 
redemption  fond  or  fbnds  in  any  place  he  may  deem  proper,  with  the 
approval  of  the  Secretary  of  the  Treasury,  is  hereby  confened  upon  the 
Treasurer  of  the  United  States. 
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Sbo.  7.  That  from  and  after  thirty  days  from  the  setting  aside  of  gold 
by  the  Treasurer  of  the  United  States  to  redeem  and  cancel  certain 
legal-tender  notes  as  aforesaid  the  cash  reserve  required  by  law  to  be 
kept  by  banking  associations  shall  be  kept  as  near  as  may  be  in  equal 
parts  in  greenbacks  of  other  associations  in  silver  coin  and  in  gold  coin 
of  the  United  States. 

Each  banking  association  may  keep  its  coin  and  its  bonds  in  such 
place  and  under  such  circumstances  as  the  Comptroller  of  the  Currency 
may  approve,  but  the  gold  coin  required  to  be  kept  in  the  cash  reserve 
by  each  association  shall  be  kept  in  a  clearing  house  organized  under 
this  act. 

Any  association  that  fails  to  so  keep,  use,  and  pay  out  its  silver  coin, 
gold  coin,  greenbacks,*and  currency  as  to  keep  each  one  and  all  four 
kinds  of  money  at  a  parity  each  with  all  the  others  from  and  after  the 
setting  aside  of  gold  herein  mentioned  shall  be  deemed  to  have  failed  to 
pay  on  demand  in  coin  or  in  United  States  legal-tender  notes  issued 
to  other  associations  its  greenbacks  and  currency. 

No  association  shall  plead  in  defense,  in  any  action  brought  against 
it,  that  any  greenback  or  currency  note  signed  by  its  officers  and  paid 
out  by  it  is  a  United  States  legal-tender  note. 

Seo.  8.  That  hereafter  no  certificates  shall  be  issued  or  reissued  by 
the  Treasury  of  the  United  States  upon  the  deposit  of  gold  coin,  silver 
coin,  or  any  other  money,  and  that  all  existing  coin  certificates  and 
money  certificates  shall  be  canceled  and  destroyed  upon  being  received 
into  the  Treasury,  and  the  coin  or  money  remaining  upon  which  they 
were  issued  shall  be  free  coin  or  money  in  the  Treasury;  and  no  circu- 
lating note  authorized  under  existing  law  shall  be  issued  or  reissued  to 
any  banking  association  of  a  less  denomination  than  three  dollars,*  and 
all  such  notes  of  less  denomination  than  three  dollars  hereafter  received 
for  redemption  shall  be  canceled  when  received  in  the  Treasury,  and 
like  notes  in  blank  of  a  larger  denomination  shall  be  returned  in  place 
of  them;  and  no  United  States  legal-tender  notes,  including  Treasury 
notes,  of  a  less  denomination  than  three  dollars  shall  be  hereafter 
issued  or  reissued,  but  those  of  a  larger  denomination  shall  be  issued 
or  reissued  in  place  of  them. 

Sbo.  9.  That  there  is  hereby  constituted  and  appointed  a  board  of 
advisers  to  the  Comptroller  of  the  Currency,  consisting  of  seven  experts, 
to  consult  and  advise  with  the  Comptroller  upon  methods  of  executing 
existing  law  concerning  banking,  and  changes  desirable  therein,  over 
which  board  the  Comptroller  of  the  Currency  shall  preside. 

The  president  of  the  chief  reserve  bank  in  San  f^ncisco,  New 
Orleans,  and  each  of  the  other  five  chief  reserve  cities  in  the  country, 
or  such  substitute  as  any  one  of  them  shall  from  time  to  time  appoint, 
shall  be  a  member  of  the  board  of  advisers,  which  board  shall  meet 
once  a  year,  or  oftener  if  the  Comptroller  of  the  Currency  or  a  majority 
of  the  board  so  determines,  and  at  such  time  and  place  as  the  Comp- 
troller shall  appoint. 

The  recommendations  of  the  board  of  advisers^  or  a  synopsis  thereof,, 
and  all  votes,  shall  be  entered  in  the  records  of  the  board.    The  deci- 
sion of  the  Secretary  of  the  Treasury  from  time  to  time  as  to  what 

'TreMnry  report.  Febrnary  28, 1898: 

$1  notes  m  oiroulation $107,730,206 

$2  notes  in  circalation 31,144,000 

Total  outstanding  notes  under  $5 138,874,205 

16  notes  in  oircolation 273,9719  710 
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person  or  persons  are  entitled  to  act  as  members  of  the  board  of  advisers 
shall  be  ftnaL 

Any  association  aggrieved  by  any  action  taken  in  its  case  by  the 
Comptroller  of  the  Gorrenoy  may  appeal  to  the  board  of  expert  advisers, 
and  the  decision  of  sach  board  in  such  case  by  a  yea  and  nay  vote  if  no 
member  votes  in  the  negative,  or  when  approved  by  the  Secretory  of 
the  Treasury,  shall  be  final. 

Sbo.  10.  That  any  five  or  more  national  banking  associations  are 
hereby  authorized  to  unite  in  forming  a  clearing-house  association.  By 
adopting  a  constitution  and  by  laws  not  inconsistent  with  the  provisions 
of  this  Act,  the  banking  associations  uniting  to  do  so  and  certifying  to 
the  GomptroUer  of  the  Currency  that  fact  shall  in  that  act  become  a 
clearing-house  association  body  corporate,  upon,  such  constitution  and 
by-laws  being  approved  in  writing  by  the  Comptroller  of  the  Currency. 

An  incorporated  banking  association  may  be  admitted  to  membership 
in  any  clearing-house  association  incorporated  under  this  Act;  and  the 
membership  of  any  banking  association  of  such  clearing-house  associa- 
tion may  be  terminated  by  any  action  of  the  clearing-house  association 
approved  by  the  Comptroller  of  the  Currency. 

Any  banking  association  may  withdraw  firom  any  clearing-house 
association  and  any  clearing-house  association  may  withdraw  from  the 
national  clearing-house  association  upon  such  conditions  as  the  Comp- 
troller of  the  Treasury  may  approve. 

Each  member  of  such  clearing-house  association  shall  share  in  its  fees 
and  other  income,  and  in  its  assessments,  expenses,  and  losses  in  the 
proportion  that  the  amount  of  its  capital  bears  to  the  total  amount  of 
all  the  capital  of  all  the  associations  composing  the  clearing-house 
association  and  as  shown  by  the  annual  report  of  the  Comptroller  of 
the  Currency  last  made  previous  to  the  apportionment  of  the  same, 
when  the  items  of  its  capital  are  given  in  such  report. 

Each  clearing-house  association  may  make  sales  or  loans  to  or  buy  or 
borrow  from  other  clearing-house  associations,  and  banking  associa- 
tions may  make  sales  or  loans  to  or  buy  or  borrow  from  clearing-house 
associations.  In  all  such  buying,  selling,  loaning  and  borrowing  clearing- 
house and  banking  associations  shall  oe  exempt  from  the  usury  laws 
of  the  States  in  which  they  are  located. 

Any  clearing-house  association  organized  under  this  Act  may  estab- 
lish a  department  lor  the  clearing  of  the  greenbacks  and  currency  of 
banking  associations  in  the  current  redemption  thereof. 

Any  changes  in  the  constitution  or  by-laws  of  any  clearing-house 
association,  to  become  valid,  must  be  consistent  with  this  Act  and  must 
be  approved  in  writing  by  the  Comptroller  of  the  Currency,  and  the 
Comptroller  may  annul  any  part  of  the  same  at  any  time  after  a  hearing 
thereon,  with  the  concurrence  of  a  majority  of  the  board  of  advisers. 

Five  or  more  clearing-house  associations  organized  under  this  Act 
may  form  a  national  clearing-house  association  and  any  clearing  house 
organized  under  this  Act  may  be  admitted  to  and  remain  a  member  of 
the  national  clearing-house  association  upon  the  same  terms  and  condi- 
tions as  those  governing  in  the  case  of  associations  constituting  clearing- 
house associations  composed  of  banking  associations,  and  the  persons 
who  constitute  the  board  of  advisers  to  the  Comptroller  of  the  Currency 
provided  for  in  section  nine  of  this  Act,  shall  constitute  the  board  of 
directors  of  the  national  clearing-house  association:  Provided^  howevery 
That  national  clearing- bouse  associations  may  make  sales  or  loans  to 
and  may  buy  or  borrow  from  clearinghouse  associations  and  may  bay 
and  sell  such  bonds  as  are  necessary  or  desirable  to  the  conduct  of  its 
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legitimate  basiness  to  any  amount  and  of  any  kind  approved  of  by  the 
Oomptroller  of  the  Onrrency,  and  may  provide  for  the  coin  redemption 
of  circulating  notes  of  banking  associations,  and  may  take  and  issue, 
under  the  provisions  of  this  Act,  the  greenbacks  described  in  this  Act, 
but  in  denominations  of  not  less  than  one  thousand  dollars.* 

Any  clearing-house  association  organized  under  this  Act  maybe  desig- 
nated by  the  Secretary  of  the  Treasury  as  a  depository  of  public  money  is, 
and  may  also  be  employed  as  a  financial  agent  of  the  Oovernment. 

Any  clearing-house  or  banking  association  organized  under  this  Act 
may,  with  the  approval  of  the  Secretary  of  the  Treasury,  deliver  to  the 
Treasurer  of  the  United  States  or  to  any  assistant  treasurer  of  the 
United  States,  for  safe-keeping,  any  kind  of  money  or  bonds,  and 
receive  sncb  a  statement  of  the  fact  of  their  being  in  the  Treasury  of 
the  United  States  as  the  Secretary  of  the  Treasury  may  approve. 

Olearing-house  associations  shall  be  subject  to  like  examination  by 
national-bank  examiners  as  national-banking  associations,  and  shall 
make  such  rei>orts  to  the  Gomptroller  of  the  Currency  as  he  may 
request. 

The  meeting  together  of  any  persons  who  are  officers,  agents,  or 
employees  of  any  five  or  more  associations  in  any  one  or  more  places 
once  in  ten  days  or  oftener  for  the  purpose  of  exchanging,  paying,  or 
in  any  other  way  satisfying  any  obligations  used  in  commerce  among 
the  several  States  by  any  two  or  more  of  such  associations,  shall  con- 
stitute such  associations  represented  in  such  meeting  a  clearing-house 
association  for  the  purpose  of  the  taxation  herein  imposed,  and  such 
associations  represented  shall  be  jointly  and  severally  liable  to  pay, 
and  shall  pay,  into  the  Treasury  of  the  United  States  a  tax  in  amount 
equal  to  one- fiftieth  of  one  per  centum  on  the  aggregate  amount  of  all 
such  exchanging,  pa3ang,  or  in  any  way  satisfying  such  obligations,  at 
each  and  every  meeting  of  persons  acting. for  such  associations:  Pro- 
vided^ however^  That  in  case  any  such  association  pays  one-half  of  the 
tax  herein  imposed  on  or  before  the  day  it  is  due  and  payable,  the  other 
half  shall  be,  and  is  hereby,  remitted:  And pnmded  further^  That  the 
tax  herein  imposed  on  associations  herein  described  shall  be  wholly 
remitted  to  each  one  and  all  associations  that  are  members  of  clearing 
houses  incorporated  under  this  Act. 

Seo.  II.  That  the  Gomptroller  of  the  Currency  may  issue  to  the 
National  Olearing-House  Association  or  other  clearing-house  associa- 
tion organized  under  this  Act,  or  to  any  national-banking  association, 
greenbacks  to  any  amount  approved  of  in  writing  by  the  Secretary  of 
tiie  Treasury,  in  addition  to  the  amount  of  greenbacks  hereinbefore 

*  The  financial  and  banking  system  of  the  United  States,  as  of  every 
other  nation,  must  be  built  from  the  top  down,  having  a  great  national 
bank  with  myriads  of  branches,  as  are  those  of  Euro}>e,  like  European 
governments,  or  it  must  be  built  from  the  bottom  up.  The  independent 
individual  bank,  while  retaining  its  independence,  will  be  united  with 
all  other  banks  to  form  a  democratic  but  strong  and  symmetrical  sys- 
tem, as  our  institutions  are  built  up  from  the  individual.  There  is  no 
escape  from  it.  This  section  accomplishes  that  purpose.  It  makes  a 
solid  union  of  all  the  banks  in  the  country  into  practically  one  bank, 
with  all  the  advantages  of  a  United  States  national  bank,  with  8,000 
branches,  now  State  and  national,  leaving  each  bank  as  free  as  now 
and  with  none  of  the  disadvantages  of  a  United  States  national  bank. 
It  also  gives  to  every  country  bank  all  the  assistance  and  support  it 
could  receive  were  it  a  branch  of  a  United  States  national  bank. 
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authorized :  Provided^  That  the  association  applying  for  such  additional 
greenbacks  shall  deliver  to  the  Treasurer  of  the  United  States  or  to 
any  assistant  treasurer  bonds*  in  kind  and  amount  acceptable  to  the 
Secretary  of  the  Treasury,  as  security  for  such  greenbacks,  and  shall 
pay  interest  on  the  amount  of  such  greenbacks  so  issued  at  the  rate  of 
six  per  cent  per  annum,  such  interest  on  such  greenbacks  to  be  paid  at 
such  time  and  in  such  manner  as  the  OomptroUer  of  the  Ourrency  may 
determine;  but  no  more  in  amount  than  ninety  per  cent  of  the  par 
value  of  any  bond  shall  be  issued  in  such  greenbacks,  and  no  bonds 
other  than  bonds  of  the  United  States  shall  be  accepted  by  the  Secre- 
tary of  the  Treasury  as  security  when  there  are  three  hundred  millions 
or  more  of  United  States  bonds  outstanding. 

Any  association  depositing  bonds  and  receiving  greenbacks  secured 
thereby  may  withdraw  such  bonds  so  deposited,  tdfter  thirty  days  from 
the  date  of  such  deposit,  upon  paying  the  accumulated  interest  on  the 
amount  of  greenbacks  issued  upon  the  dei>osit6  of  such  bonds  and  up 
to  the  date  of  their  withdrawal,  and  in  addition  to  such  interest  shall 
deposit  with  the  Treasurer  greenbacks  or  other  lawful  money  to  an 
amount  equal  to  the  greenbacks  issued  to  the  association  as  security 
for  which  the  bonds  were  deposited ;  but  no  more  than  five  per  c^itum 
of  the  greenbacks  issued  to  any  association  other  than  the  one  receiv- 
ing such  greenbacks  shall  be  accepted  as  a  deposit  for  the  withdrawal 
of  such  bonds. 

The  money  so  deposited  for  the  withdrawal  of  such  bonds  shall  be 
immediately  put  in  redemption,  and  the  money  received  for  it  shall 
be  kept  as  a  special  fund  with  which  to  redeem  the  amount  of  green* 
backs  issued  to  the  association ;  and  such  greenbacks  shall  be  redeemed, 
and  when  redeemed  shall  be  destroyed  to  an  amount  equal  to  the  green- 
backs issued  to  the  association  for  the  security  of  which  the  bonds  here- 
inbefore mentioned  were  deposited. 

The  Secretary  of  the  Treasury  shall  publish  once  in  seven  days,  or 
ofteuer,  in  the  '^Statement  of  the  condition  of  the  United  States  Treas- 
ury and  the  receipts  and  expenditures,^  a  list  of  the  securities  and  the 
amount  of  each  kind  accepted  by  him  to  secure  greenbacks  issued  or 
proi>osed  to  be  issued  upon  the  deposit  of  bonds,  or  of  bonds  to  secure 
any  deposits  of  money  made  in  any  association. 

Sec.  12.  That  in  order  to  enable  the  Secretary  of  the  Treasoiy  to 
carry  into  effect  the  provisions  of  the  Act  of  January  fourteenth,  eighteen 
hundred  and  seventy-five,  entitled  ^^  An  Act  to  provide  for  the  resump- 
tion of  specie  payments,"  and  of  this  Act,  the  Secretary  of  the  Treasury 
is  hereby  authorized  to  issue  and  sell  from  time  to  time,  for  the  period 
of  four  years,  bonds  as  described  in  the  Act  of  July  fourteenth,  eighteen 
hundred  and  seventy,  entitled  <<  An  Act  to  authorize  the  refunding  of 
the  national  debt,"  such  bonds  to  be  payable  at  the  pleasure  of  the 
United  States  after  one  year  from  the  date  of  their  issue  and  upon  the 

*  United  States  bonds  in  national  banks  to  secure  circu- 
lation   $227,484,000 

Other  United  States  bonds  in  national 
banks 917,576,926 

Other  bonds  held  by  national  banks  (esti- 
mated)  125,000,000 

Total  bonds  held  in  1895 142, 576, 950 

The  total  securities,  aside  from  United   States  bonds, 
held  by  national  banks,  most  of  which  are  bonds 148, 669, 960 
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expiration  of  three  years,  or  bonds  payable  after  three  years  and  npon 
the  expiration  of  seven  years,  or  bonds  dne  on  a  certain  day  witiiin 
three  years  from  the  date  of  snch  bonds,  as  the  Secretary  of  the  Treas- 
ury may  elect,  such  bonds  to  bear  interest  at  a  rate  not  exceeding  three 
per  centum  per  annunu 

Sbo.  13.  That  when  the  amount  of  the  daily  total  reserve  held  by  any 
national  banking  association  averages  to  be  less  for  any  month  than 
the  amount  required,  it  shall  pay  into  the  Treasury  of  the  United  States 
a  tax  at  the  rate  of  six  'per  centum  per  annum  on  the  amount  of  the 
average  deficiency  for  that  month  in  such  reserve. 

Whenever  any  association  fails  to  pay  on  demand  in  silver  or  gold 
coin  or  in  United  States  legal  tender  notes  issued  to  other  associations 
the  greenbacks  and  currency  signed  by  its  officers  and  paid  out  by  it, 
it  shall  be  subject  to  and  shall  pay  an  additional  tax,  attbe  rate  of  one 
per  centum  per  annum,  on  a  sum  equal  to  the  average  amount  of  the 
individual  deposits  in  such  association  during  such  failure  and  until 
such  payment  is  resumed:  Provided,  That  in  case  any  association  pays 
one-half  the  tax  herein  imposed  on  or  before  the  day  it  is  dne  and  pay- 
able the  other  half  shall  be  and  is  hereby  remitted.  And  whenever  it 
shall  appear  to  the  satisfaction  of  the  Oomptroller  of  the  Currency  that 
any  one  of  the  four  kinds  of  money,  namely,  currency,  greenbacks,  silver 
coin,  or  gold  coin,  of  the  United  States  is  at  a  premium  in  any  one  of 
the  central  reserve  cities  in  any  other  one  or  more  of  the  other  kinds 
of  money  herein  named,  it  shall  thereupon  become  his  duty  to  declare 
and  publish  the  same  in  the  *'  Statement  of  the  Condition  of  the  United 
States  Treasury  and  its  Receipts  and  Expenditures,"  and  such  publica- 
tion shall  be  held  to  be  conclusive  evidence  that  all  the  associations  of 
deposit,  loan,  and  discount  as  herein  described  in  tbe  United  States 
have  failed  to  pay  on  demand  in  silver  or  gold  coin  of  the  United 
States  their  greenbacks  and  currency,  and  the  tax  herein  imposed  tor 
such  failure  shall  be  due  and  payable  from  each  of  such  associations 
from  and  after  the  day  tbe  notice  of  such  failure  is  published  by  the 
Comptroller  of  the  Currency  in  the  ^<  Statement  of  the  Condition  of  the 
United  States  Treasury  and  its  Receipts  and  Expenditures,"  and  so  long 
as  snch  failure  continues,  and  until  the  day  the  Comptroller  of  the  Cur- 
rency gives  notice  in  like  manner  that  such  failure  no  longer  continues. 

In  sedition  to  all  other  taxes  imposed  in  this  Act,  each  association 
organized  und^  it  shall  pay  into  the  Treasury  of  the  United  States  a 
tax  in  each  year,  as  the  Secretary  of  the  Treasury  shall  from  time  to 
time  prescribe,  equivalent  to  not  less  than  one-fifth  nor  more  than  one 
per  centum  per  annum*  on  the  average  amount  of  currency  issued  to  it 

*  Four-fifths  of  the  present  paper-money  circulation  would  be 
$800,000,000;  one-halt' of  1  per  cent  per  annum  on  the  currency  would 
yield  $4,000,000  per  annum.  The  losses  on  the  circulation  to  the  United 
States  Treasury  on  notes  of  insolvent  banks,  as  shown  by  thirty-two 
years'  experience  under  the  existing  banking  laws,  were  not  $16,000,000 
during  the  whole  thirty- two  years  of  theexistenceof  the  national  banking 
system,  about  $500,000  per  annum,  had  the  national  banks  issued  their 
notes  under  the  provisions  of  this  bill.  The  Government  estimate  for 
the  bills  lost  and  worn  out  past  redemption,  and  to  the  advantage  of 
the  United  States  Treasury,  is  two-fifths  of  1  per  cent  per  annum  on  all 
circulation.  Excluding  the  $1  and  $2  bills,  the  loss  might  not  be  more 
than  one-half,  and  the  gain  to  the  United  States  at  one-fifth  of  1  per 
cent  on  the  $800,000,000  would  be  $1,600,000. 

For  the  last  five  years  the  1  per  cent  tax  now  collected  on  circulation 
has  averaged  $1|582,443.    The  banks  are  now  in  effect  carrying  without 
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and  in  drcalation  and  for  the  purpose  of  covering  any  loss  which  the 
Treasory  may  otherwise  sustain  by  reason  of  the  insolvency  of  any  asso- 
ciation to  which  currency  was  issued  under  this  Act :  Profndedj  however ^ 
That  such  tax  shall  not  be  levied  to  exceed  one-fifth  of  one  per  centum 
per  annum  at  a  time  when  the  total  amount  of  all  moneys  paid  into  the 
Treasury  under  the  tax  imposed  in  this  clause  exceeds  by  eight  million 
dollars  the  total  net  amount  paid  out  of  the  Treasary  in  redemption  of 
the  currency  of  insolvent  associations  in  cases  where  the  asseto  of  such 
associations  were  not  sufficient  to  pay  such  notes  or  sufficient  to  recoup 
the  Treasurer  of  the  United  States  for  the  payment  by  him  of  such  notes. 
A  tax  equal  in  amount  to  one  fifth  of  one  per  centum  per  annum  is 
hereby  imposed  on  the  average  amount  of  the  individual  deposits  sub- 
ject to  payment  by  check  or  draft  or  like  instrument,  whether  payable 
on  demand  or  at  some  future  time,  that  are  in  each  incorporated  bank- 
ing association,  trust  company,  insurance  company,  loan  association, 
or  other  corporation  doing  a  deposit  and  loan  and  discount  business,  by 
discounting  and  negotiating  promissory  notes,  drafts,  bills  of  exchange, 
and  other  evidences  of  debt;  by  receiving  deposits;  by  buying  and 
selling  exchange,  coin,  and  bullion;  by  loaning  money  on  personal 
security,  when  any  part  of  the  obligations  bought  or  received  or  sold  or 
issued  by  it  are  used  in  whole  or  in  part  in  commerce  among  the  several 
States:  (I)  Provided^  That  in  case  any  association  pays  one-half  the 
tax  herein  imposed  on  or  before  the  day  it  is  due  and  payable  the  other 
half  shall  be  and  is  hereby  remitted:  (2)  And  provided  further^  That 
any  association  is  hereby  authorized  to  deposit  in  the  Treasury  of  the 
United  Statos  an  amount  of  lawftil  money  equal  to  not  less  than  twelve 
and  one-half  per  centum  of  the  amount  of  its  capital,  and  to  receive 
legal-tonder  notes  of  the  United  States  to  the  amount  of  such  deposit. 
Such  notes  issued  to  it  shall  have  a  circulating  note  of  such  associa- 
tion printed  on  the  reverse  side,  which  note,  when  the  note  of  the  asso- 
ciation printed  on  the  reverse  side  is  signed  by  the  proper  officers  of 
the  association,  shall  be  known  as  a  greenback,  and  may  be  paid  out 
by  it,  but  under  the  same  liabilities,  obligations,  and  restrictions  as  to 
redeeming  such  greenbacks  in  silver  or  gold  coin  or  United  States  legal- 
tender  notes,  and  of  keeping  such  greenbacks  at  a  par  with  the  silver 
coin  and  the  gold  coin  of  the  United  States,  as  are  imposed  upon 
national  banking  associations  when  like  notes  are  issued  to  national 
banking  associations :  *  Provided^  however ^  That  the  securing  such  notes 

interest  every  dollar  of  the  $1,000,000,000  paper  money  in  circulation. 
1'he  saving  in  interest  to  the  people  under  this  bill  is  estimated  at  from 
$36,000,000  to  $50,000,000  per  annum,  ultimately  making  that  much  sav- 
ing per  annum  in  lower  rates  of  interest  on  the  loans  made  to  the  people. 
Besides  these  items,  J.  S.  McOoy,  Government  actuary,  estimates  the 
loss  to  the  people  in  interest  on  the  gold  carried  in  the  United  States 
Treasury  firom  1879  to  1895  at  $144,241,556.  It  will  be  more,  rather  than 
less,  in  the  next  twenty-five  years  under  the  present  system. 

•  Cash  reserve  required  in  1897 $287,742,000 

Cash  reserve  held  in  1897 388,883,000 

Including  State  banks  the  cash  reserve  held  could  not  be 
less  than 663,000,000 

Holding  the  cash  reserve  one-third  in  silver  would  equal  $186,000,000, 
and  one-third  in  gold  would  equal  $186,000,000,  one-third  in  greenbacks, 
$186,000,000;  total,  $563,000,000;  so  that  the  substitution  of  silver  dol- 
lars for  the  $1  and  $2  notes  added  to  the  $186,000,000  of  silver  dollars 
held  in  banks  in  the  reserve  fund  would  increase  the  actual  coin  silver 
doUar  in  constant  use  by  $325,000,000. 
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by  any  association  other  than  national  banking  associations  shall  con- 
fer npon  it  no  authority  to  issue  any  other  circnlating  notes.  In  case 
any  association  takes  out  circnlating  notes,  as  provided  in  this  section 
and  named  greenbacks  in  this  Act,  the  tax  imposed  on  such  association 
in  this  section  shall  be  wholly  remitted;  but  in  case  such  notes  are 
taken  out  and  such  tax  is  remitted  such  association  shall  keep  such 
record  and  make  such  reports  to  the  Oomptroller  of  the  Ourrency  and 
submit  to  such  examinations  by  national-bank  examiners  as  are  now 
or  may  hereafter  be  required  of  national  banking  associations. 

Each  deposit  of  money  or  ftinds  made  by  any  individual  or  by  any 
association  in  any  other  association  however  organized  doing  the 
banking  business  defined  in  this  section  upon  which  the  association 
receiving  such  deposit  pays  or  agrees  to  pay  any  money  or  interest 
shall  not  be  subject  to  withdrawal  excepting  on  a  day  named  in  a 
notice  given  in  writing  to  such  association,  and  not  less  than  thirty 
days  before  such  withdrawal :  Provided,  That  this  section  shall  not 
apply  to  the  total  amount  of  all  moneys  or  funds  deposited  within  the 
seven  days  next  preceding  such  notice,  or  to  moneys  or  fdnds  that 
banking  associations  are  required  to  keep  and  are  allowed  to  keep  in 
other  associations  as  a  part  of  their  reserve. 

This  section  of  this  Act  shall  take  effect  on  the  first  day  of  the  first 
calendar  quarter  next  succeeding  the  four  months  next  succeeding  the 
day  of  the  approval  of  this  Act 

Beg.  14.  That  all  taxes  imposed  by  this  act  shall  be  due  and  payable 
semiannnally  on  the  first  day  of  April  and  the  first  day  of  October  in 
each  year.  Any  clearing-house  association,  when  requested  so  to  do  by 
any  banking  association,  and  with  the  approval  of  the  Comptroller  of 
the  Ourrency,  may  assume  and  may  pay  any  tax  imposed  on  such  asso- 
ciation by  this  Act. 

All  moneys  received  under  this  Act  unless  otherwise  provided  shall 
be  covered  into  the  Treasury  as  a  miscellaneous  receipt.  The  Qhreasnrer 
shall  keep  an  account  of  all  moneys  paid  into  the  Treasury  or  paid  out 
by  him  under  each  of  the  severid  sections  of  this  Act  and  include  a 
statement  of  the  same  in  his  annual  report. 

Bbc.  15.  That  upon  the  insolvency  of  any  association,  or  whenever, 
in  the  opinion  of  the  Oomptroller  of  the  Ourrency,  the  complete  redemi)- 
tion  and  retirement  of  the  currency  issued  to  and  retained  by  any 
national  banking  association  is  then  necessary  for  the  protection  of  the 
United  States  G^easury  or  of  the  holders  of  such  currency,  the  Oomp- 
troller may  take  possession  of  all  the  assets  of  such  association,  which 
assets  shall  be  held  to  include  the  liability  to  assessment  of  all  stock- 
holders, and  appoint  a  receiver,  who  is  hereby  authorized,  under  tbe 
direction  and  control  of  the  Oomptroller  of  the  Ourrency,  to  create  and 
deliver  to  the  Treasurer  of  the  United  States  a  fund  equal  in  amount 
to  such  currency;  and  the  receiver,  under  the  direction  of  the  Oomp- 
troller of  the  Ourrency,  is  hereby  authorized  to  sell  the  whole  or  any 
part  of  the  property  of  such  association,  or  to  pledge  the  whole  or  any 
part  of  its  property  or  assets,  at  any  time,  as  security  for  any  loan  he 
may  elect  to  make  in  order  to  create  such  fund;  and  if  there  shall  be 
any  assets  remaining  after  the  above-mentioned  ftind  is  created  the 
Oomptroller  of  the  Ourrency  shall  then  proceed  in  like  manner  to  create 
and  deliver  to  the  Treasurer  of  the  United  States  a  fund  equal  in 
amount  to  the  aggregate  of  all  deposits  of  moneys  made  in  the  associa- 
tion either  directly  or  indirectly  by  the  United  States  Treasurer,  includ- 
ing those  of  any  and  all  ofiQcers  or  agents  of  the  United  States  Govern- 
ment; and  the  receiver,  after  the  completion  of  such  fund  or  funds  or 
as  much  thereof  as  can  be  realized  from  tiie  assets,  and  not  before,  shall 
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administer  the  remaining  assets,  if  there  be  any,  for  the  benefit  of 
creditors  and  shareholders  of  the  association;  and  the  OomptroUer  of 
the  Currency  shall  have  like  power  and  authority,  and  shall  proceed  in 
the  same  manner  in  the  case  of  clearing-house  associations  organized 
under  this  Act. 

The  five  per  centum  reserved  from  the  moneys  deposited  by  the 
insolvent  association  for  the  current  redemption  of  the  greenbacks  of 
such  association  shall  be  free  moneys  in  the  Treasury,  and  the  five  per 
centum  on  the  currency  taken  out  which  was  deposited  for  the  current 
redemption  of  such  currency  shall  be  returned  to  the  receiver  of  the 
insolvent  association. 

The  greenbacks  and  currency  of  an  insolvent  association  shall  be 
immediately  redeemed  and  canceled  by  the  Treasurer  of  the  United 
States,  out  of  any  moneys  in  the  Treasury  not  otherwise  appropriated. 

Sec.  16.  That  the  Comptroller  may  at  all  times  know  the  condition 
of  each  national  banking  association,  each  association  shall  make  such 
record  at  the  close  of  each  day  as  the  Comptroller  shall  request,  in  a 
book  kept  for  that  purpose,  which  record  shall  show  the  total  amount 
of  its  currency  paid  out  and  in  circulation^  and  the  amount  of  cur- 
rency received  from  redemption  agents,  and  its  total  individual  deposit 
account,  and  its  total  reserve  account,  as  shown  by  its  books  at  the 
close  of  each  business  day,  and  of  what  the  reserve  consisted,  which 
daily  record  of  deposits,  reserve,  and  currency,  and  other  matter 
requested  by  the  Comptroller,  shall  be  made  .up  in  duplicate  for  each 
montii,  and  two  copies  or  reports  thereof  transmitted  to  the  Comp- 
troller of  the  Currency  on  or  before  the  tenth  day  of  the  following 
month. 

Before  making  the  record  for  the  day,  as  required  by  the  Comptroller, 
every  transaction  of  that  day  pertaining  thereto  shall  be  duly  entered 
in  the  books  of  the  association.^ 

The  records  and  reports  herem  provided  for,  and  any  other  facta  and 
data  he  may  request  of  associations  or  any  director  or  officer  thereof, 
shall  be  in  such  form  as  the  Comptroller  may  direct. 

National-bank  examiners  ^all  be  held  to  be  employees  in  the  office 
of  the  Comptroller  of  the  Currency  while  examining  associations  whose 
business  is  covered  by  this  Act,  and  their  fees  for  such  examinations 
shall  be  paid  out  of  the  appropriation  for  the  Bureau  of  the  Currency. 

The  operation  of  so  much  of  all  laws  or  parts  of  laws  as  are  in  con- 
flict with  this  Act  is  hereby  suspended. 

Note. — ^The  <<  visible  gold" — ^gold  in  banks  and  in  the  United  States 
Treasury — ^is  reported  by  the  Comptroller,  on  page  22,  Report  of  1896, 
to  be  $421,236,388.  January  1, 1899,  visible  gold  amounted  to  about 
9800,000,000. 


APPENDIX. 


INDEPENDENT  TBEASUBtBS. 


Boston,  Mass $38,910 

New  York,  N.T 196,360 

Chicago,  lU 37,420 

San  Francisco,  Oal 27, 120 

New  Orleans,  La 20, 490 

St.  Louis,  Mo 22,460 

Cincinnati,  Ohio , 18, 760 

Washington,  D.  C 

Baltimore,  Md 38,910 

Philadelphia,  Pa 42,340 

Total  expenses 442, 770 


BBSSBYE  CITIES. 


Boston,  Mass. 
New  York,  N.  Y. 
Brooklyn,  N.  Y, 
Albany,  N.  Y. 
Cleveland,  Ohio. 
Detroit,  Mich. 
Chicago,  HI. 
Milwaukee,  Wis. 
Des  Moines,  Iowa. 
St.  Paul,  Minn. 
Minneapolis,  Minn* 
Omaha,  Nebr. 
LincolI^  Neb& 


San  Francisco,  CaL 
St.  Joseph,  Mo. 
Kansas  City,  Mo. 
St.  Lonis,  Mo. 
New  Orleans,  La. 
Houston,  Tex. 
Savannah,  Oa. 
Louisville^  Ky. 
Cincinnati,  Ohio. 
Washington,  D.  0. 
Baltimore,  Md. 
Philadelphia,  Pa. 
Pittsburg)  Pa. 
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A  COMPARISON 


OF  THB 


HILL-FOWLER  BILL,  H.  R.  10289, 


WITH  THB 


WALKER  BILL,  H.  R  10333, 


BT 


SUBJECTS. 


PREPABED  BT  THE  CHAIRMAN  OF  THE  COMMITTEE. 


256 


256  HILIi-FOWLEH   BILL,  H.  R.  10289. 

A  eomparUan  of  His  EUUFowler  biU^  H.  R.  10289^ 


no  PBOYISION  IHLDE  FOB  TBilYSITION  PERIOIX 


Ko  provision  made  for  the  assistance  of  men  trained  in  the 
business — in  transacting  the  business  of  banking  for 
75,000,000  people,  and  soon  to  be  200,000,000. 

Fo  provision  made  for  an  appeal  fix>m  the  decision  of  the 
OomptroUer  in  any  case. 


HON-INCORPORATBD  CLEARING  HOUSES. 

17    18  to  22  Country    divided  into   clearing-house  districts  by  the 

Gomptroller  when  clearing, houses  have  no  legal  exist- 
ence.   (How  many.) 

17  23  to  25  Olearing-house  district  printed  on  currency  notes  issued 

in  it. 

18  1  to   4  Olearing  house  city  t 

18  2  to   4  Currency  notes  must  be  currently  redeemed  in  some  bank- 

ing association  in  a  clearing-house  city  in  its  clearing- 
house district* 

19  4  to  9  Banking   associations   must  provide  for  the   <<  current 

redemption  "  of  its  currency  notes  in  every  clearing-house 
district  in  which  its  notes  are  paid  out  over  the  counter 
of  banks. 
Fo  issue  of  emergency   ^Hegal-tender  notes"  or  other 
emergency  ^*  money"  provided  for. 
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t€ith  the  Walker  biU,  H.  B.  10333^  by  evbjeoU. 

DURING  TRANSmOH. 
Page.       Line. 

3      8  to  11  Banks  may  take  greenbacks  to  50  per  cent  of  capital. 

3  22  to  25  The  taking  out  of  correnoy  restricted  to  an  amount  equal 

4  1  to  4      to  the  greenbacks  taken. 

6      2  to  8  Transition  is  completed  [when  9200,000,000  United  States 

notes  are  assumed  by  banks  and]  when  the  Treasurer 
sets  aside  certain  gold  in  the  Treasury  to  redeem  and 
cancel  the  balance  of  the  outstanding  United  States 
notes  [viz,  $146,000,0001. 

9    21  to  24  After  thirty  days  from  tne  completion  of  the  transition 

10  1  to  3      the  required  ^^ cash  reserve"  of  banks  to  be  kept,  as  near 

as  may  be,  one-third  each,  in  gold  coin,  silver  coin,  and 
greenbacks. 

COMPTROLLBR  OP  THB  CURRBNCT  THB  BQUIVALBNT  OP  THB  PRBSI- 
DBNT,  ANP  THB  BOARD  OP  ADVISBRS  TO  SEVBN  DIRECTORS  OP 
THB  GENERAL  BANKING  BUSINESS  OP  THE  COUNTRY,  AS  ONE  BANK. 

BOARD  OF  SEVEN  ADVISERS. 

11  12  to  17  To  Oomptroller  of  the  Currency. 

11  18  to  22  Members  are  the  president  of  the  chief  reserve  bank  in 

New  Orleans,  president  of  chief  reserve  bank  in  San 
Francisco,  and  the  presidents  of  the  chief  reserve  banks 
in  the  other  five  chief  reserve  cities. 

12  1  to  3  Are  to  meet  annually  or  upon  the  call  of  the  Oomptroller 

or  upon  its  own  motion. 
12      4  to  8  To  keep  a  record  of  its  doings. 

In  case  of  doubt  as  to  what  persons  are  to  act  on  the 
board  the  Secretary  of  the  Treasury  is  to  decide. 
12      9  to  14  Parties  aggrieved  at  any  action  of  the  Oomptroller  may 

appeal  to  the  board  of  advisers. 
Unanimous  decision  final. 

In  case  a  minority  dissents  the  decision  of  the  Secretary 
of  the  Treasury  final. 
14      5  to  10  May  annul  by  a  miyority  vote  any  action  of  the  Oomp- 
troller proposing  to  change  any  by-law  of  a  clearing 
house. 


INCORPORATED  CLEARING  HOUSES. 

FIYB  OB   HOBE    ASSOOIATIONS   MAY  FOBM  A  OLEABINa 

HOUSE. 

12    15  to  22  The  act  of  "approving  the  by-laws'^  by  the  Oomptroller 

constitutes  the  banks  associated  to  adopt  them  a  '<  body 
corporate." 

12  23, 24      Any  banking  association  may  be  admitted  a  member. 

13  1  u)   4  May  exclude  any  association  with  approval  of  Oomptroller. 
13      5  to   9  Any  association  may  withdraw  with  approval  of  Oomp- 
troller. 

13    10  to  17  Profits  and  loss  to  be  shared  by  the  associations  making 

up  the  clearing  house,  in  the  proportion  that  the  capital 
of  each  bank  is  to  the  total  capital  of  all  members. 

B  ig  0 17 
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ISSUB  AHD  RBDBMPTION  DBPARTIiBNT. 

2  23  to  25  To  Issue  and  Bedemption  Department  <'  is  committed  ALL 

3  1  to  12      FUN0TION8  of  the  Treasury  Department"  (excepting 

receiving  moneys  due  the  Treasury  Department  from 
debtors,  and  making  to  creditors  the  disbursements 
provided  for  by  law). 

SHALL  HOLD  all  ^'Guarantee"  and  <« Redemption'' 
fdnds  for  circulating  notes. 

Through  it  shall  be  conducted  the  operation  of  redeeming 
the  ^< circulating  notes"  of  all  associations. 

Shall  be  transferred  to  it  all  gold  coin  and  bullion,  silver 
bullion,  silver  coin  and  United  States  notes  held  against 
<* certificates,"  and  the  "FUNDS"  for  the  redemption 
of  "CIROULATING  NOTES"  and  the  funds  for  the 
retirement  of  circulating  notes. 
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13    18  to  21  May  bay,  borrow,  sell,  or  loan  to  other  clearing  houses  or 

banks. 

13  22  to  24  IJsary  laws  not  to  apply  to  transactions  of  clearing  houses. 

14  1  to   4  May   establish  a   department  to  ^<GUKBENTLY   BE- 

DEEM  "  the  greenbacks  and  currency  of  banks. 

14    11  to  17  Five  or  more  clearing  houses  may  form  a  national  clearing 

house. 
All  provisions  relating  to  banks  in  their  relation  to  clear- 
ing houses  shall  apply  to  clearing  houses  in  their  rela- 
tion to  the  national  clearing  house. 

14    18  to  22  National  clearing  house  may  deal  in  any  bonds  approved 

of  by  the  Comptroller. 

14  23  May  provide  for  the  ^^current  redemption"  of  *^  circulating 

notes." 

15  1,      2  May  take  out  emergency  greenbacks  in  denominations  of 

not  less  than  $1,000^  secured  by  United  States  bonds. 

Section  11. 
15      3  to   6  May  be  designated  as  fiscal  agents  of  the  Gk>v6mment  and 

as  depositories  of  public  moneys. 
15      7  to  14  May  keep  their  bonds  and  moneys  with  the  United  States 

Treasurer  or  any  assistant  treasurer  with  the  approval 

of  the  Secretary  of  the  Treasury. 
15    15  to  18  Shall  be  subject  to  like  examiuation  by  national-bank 

examiners  as  banks,  and  to  make  such  reports  as  the 

OomptroUer  may  request 

15  19  The  meeting  together  of  the  employees  of  banking  asso- 

16  1  to  20      dations  to  make  ^^ clearings"  shall  constitute  the  banks 

employing  such  persons  a  ^<  clearing  house,"  and  make 
the  banks  they  represent  liable  to  a  tax  of  one-tenth  of 
1  per  cent  on  all  clearings  unless  they  submit  their  by- 
laws for  the  approval  of  the  OomptroUer  and  become  a 
"body  corporate." 

17  17  to  21  Emergency  legal-tender  greenbacks  taken  by  clearing 

18  Ito   7      houses  or  banks  may  be  surrendered  and  the  bonds 

recovered,  or  any  other  greenback  may  be  deposited  to 
the  amount  of  the  greenbacks  taken  out,  plus  the  accumu- 
lated interest,  and  the  bonds  recovered. 


Bo  much  of  the  duties  named  as  are  necessary  are  devolved 
on  Secretary  of  the  Treasury,  the  Treasurer  of  the  United 
States  or  on  the  OomptroUer  of  the  Currency. 
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3    13  &14  Suoh  an  amoant  of  ^'sabsidiary  and  minor  coins"  as  the 

Secretary  of  the  Treasory  considers  necessary  for  ^<the 
issue  and  exchange  of  such  coins." 

3    17  to  19  Accoants  of  Issue  and  Bedemption  Department  <<  SHALL 

be  kept  entirely  apart  and  distinct  from  the  other  divi- 
sions of  the  Treasury  Department." 

3  23  to  25  Reserve  ftind  SHALL  be  established  in  Issue  and  Be- 

4  1  to '  6      demption  Department  of  25  per  cent  of 

$346  mil.  U.  S.  Notes. 

104  mil. 
Gold. 

450,000,000  =  9112,500,000 

and  5  per  cent  of 
$500,000,000  silver  =  25,000,000 

Total $137,500,000 

4      7  to  10  $137,500,000  gold  shall  be  held  as  a  << common  fiind"  and 

used  exclusively  to  *<  redeem  United  States  notes,  Treas- 
ury notes,  silver  dollars  and  subsidiary  and  minor  coins." 
(Bee  page  3,  lines  13  and  14.) 

4  11  to  25  Gets  its  funds  at  the  option  of  the  Secretary  of  the  Treas- 

5  ltol3      ury. 

5  Sec.  6.  TEN  mandatory  directions  for  doing  its  business. 

6  24&25  SHALL  "cancel"  such  amounts  of  notes  "redeemed  in 

7  Ito   4      gold"  "as  SHALL  NOT  EXCEED  the  NATIONAL 

RESERVE  NOTES  ISSUED  SUBSEQUENT  TO 
THE  TAKING  EFFECT  OP  THIS  ACT." 


THREB  COMPTROLLBRS  OP  THB  CURRBNCT,  AT  A  COST  OP  128,000. 

Duties  prescribed. 

First  Comptroller  a  sort  of  "Assistant  Treasurer." 
All  action  dependent  on  the  Secretary  of  Treasury. 
Page  7,  line  7. 
1      6  to  11  Comp1ax>llers  do  duty  of  present  Comptroller. 
Manage  Issue  apd  Bedemption  Department. 

1  12  Present  office  of  Comptroller  abolished. 

2  1  &  2  Comptrollers  appointed  by  President  and  Senate. 
2       3  &  4  Comptrollers  removed  by  President  and  Senate. 

2      4  to  9  Appointed  for  4,  8, 12  years;  then  for  12year  terms. 

2    10  &  11  In  a  Comptroller's  last  four  years  he  is  to  be  First  Comp- 
troller. 

2    12  to  18  First  Comptroller,  practically  Assistant  Treasurer,  has  cus- 
tody of  all  funds.    To  give  $250,000  bond. 
12      6  to  14  To  prepare  three  kinds  of  "  circulating  notes,"  etc. 

14  6  to  13  After  four  years  MAY  reduce  deposit  of  17 nited  States 

bonds. 
After  eight  years  no  bonds  shall  be  required. 

15  9  to  14  When  no  more  United  States  notes  are  available  as  a  basis 

for  "  CIRCULATING  NOTES  "  THE  deposit  of  such 
notes  SHALL  no  longer  be  required  (see  page  16,  lines 
10  to  14),  but  the  deposit  of  <<  gold  coin  "  for  them  may 
be  required. 

15  15  to  18  May  issue  reserve  notes  upon  the  deposit  of  gold  coin, 

16  10  to  14 
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PRBSBNT  COMPTROLLBR  OP  THB  CURRBNCT  AT  PRBSBNT  COST  OP 

15,000. 

3  22  to  25  SHALL  issue  "  OUBBBNOY  ^  only  to  the  amount  of 

4  1  to  4      greenbacks  taken  daring  transition. 

4  5  to  11  Thereafter  he  SHALL  issue  <«  O  [JRRENOY  "  to  each  bank 

not  less  in  amount  than  its  <<  greenbacks  "  and  not  less 
than  25  per  cent  in  excess  of  its  average  circulation  of 
"  currency  "  during  the  two  years  next  preceding,  and 
MAY  issue  to  the  full  amount  of  actual  capital. 

5  3  to  5  May  print  currency  or  greenbacks  in  anticipation  of  use. 
8      5  to  11  May  extend  corporate  limit  of  associations. 

May  allow  banks  to  reduce  their  greenbacks  to  required 
amount,  with  approval  of  Secretary  of  the  Treasury. 
8    12  to  17  Shall  destroy  currency  surrendered  to  him. 

10  4  to  6  May  allow  associations  to  keep  their  bonds  and  coin  in  any 

suitable  place. 

11  12  to  17  Board  of  advisers  to. 

12  1  to  3  May  call  a  meeting  of  board  of  advisers  at  any  time  or 

place. 
12      9  to  14  An  appeal  may  be  taken  irom  all  decisions  of  the  Gomp- 

troller  to  the  board  of  advisers. 

12  15  to  22  By- laws  of  clearing  houses  must  be  approved  by  comp- 

troller. 

13  1  to  4  Clearing  houses  can  not  expel  an  association  without  the 

approval  of  the  Comptroller. 
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15  19  to  25  When  no  more  *<  reserve  notes^  are  available,  the  taking 

oat  of  ^^  reserve  notes  "  shall  be  no  longer  reiqnired. 
When  *^ reserve  notes"  are  ^^no  longer  available,"  bank- 
ing associations  can  issne  ^*  cnrrency  notes  "  nnder  the 
restrictien  of  page  11,  lines  10  to  24,  and  page  14,  lines 
18  to  21. 

16  1  to  5  Gives  unlimited   power  to   withdraw  fix>m   circulation 

^^ reserve  notes  "  down  first  to  40  per  cent  to  capital  and 
finally  using  all  the  gold  reserve,  etc.  (forcing  the  hands 
of  the  Secretary  of  the  Treasury). 
16     6  to  8  Thereafter  the  GomptroUer  shall  equitably  <<  withdraw  " 

"reserve  notes." 

16  24  &  25  Beserve  notes  withdrawn  and  canceled  by  the  use  of  sur- 

plus revenue  shall  not  be  reissued  (when  "  reserve  notes  " 
are  withdrawn  by  the  use  of  surplus  revenue,  no  increase 
of  such  notes  can  thereafter  be  made). 

17  5  to  12  May  reduce  "  currency  notes  "  of  banks  by  depositing,  etc, 

with  the  Assistant  Treasurer.    (Where  is  the  "Assistant 
Treasurer"  provided  fort) 
17    12 to  17  May  reimburse   banks  for    surplus   of   "bank    notes," 

"EBDBMPTION  FUNDS,"  or  "  currency  -  note " 
"  OUABANTEB  FUND  "  above  amount  required  to  be 
held  against  "circulation." 

17  18  to  25  To  divide  the  United  States  into  redemption  districts  for 

redemption  of  "currency  notes." 

18  19  to  25  In  case  of  failure  to  redeem  in  "  gold  coin,"  they  to  imme- 

19  1  to  21      diately  put  association  into  insolvency. 

20  13  to  23  Shall  assess  each  bank  not  exceeding  1  per  cent  on  their 

"  currency  notes  "  in  circulation  to  guarantee  all  "  cur- 
rency notes." 

20  24  &  25  (See  page  4,  lines  7  to  10.)    May  invest  "  gold  guarantee 

fund  "  in  "  United  States  obligations  "  at  "  not  exceed- 
ing 6  per  cent  premium  "  ( f )  for  benefit  of  the  "  fund." 

21  20  to  23  MAY  provide  for  redemption  of  "reserve"  and  "bank" 

notes  at  subtreasuries. 

22  12  to  23  When  the  circulating  notes  of  any  bank  shall  be  presented 

for  redemption  in  sums  of  $1,000,  made  up  of  reserve 
notes,  bank  notes,  and  currency  notes,  or  any  one  of 
them,  at  the  Treasury  or  subtreasury,  the  same  shall  be 
redeemed  in  gold  coin. 


OO  fn  OK] 

1  to  fif  ^^^'^^  ^  report  to  the  GomptroUer. 


23 
24 

rOne-fourth  of  1  per  cent  per  annum  tax  on  franchise,  less 

24  14  to  25     one-half  per  cent  premium  paid  on  reserve  notes  taken 

25  1  to  3     out,  to  support  Department  of  GomptroUer  of  the  Gur- 

I    rency. 

26  12  to  15  May  permit  banks  to  establish  "  branches." 

28     4  to  11  May  get  reports  provided  in  Walker  bill.    (Very  clumsy 

phraseology.) 

28  20  to  25  May  permit  national  banks  to  organize  under  the  act. 

29  15  to  24  May  permit  Stato  banks  to  organize  under  the  act. 

31     8  to  11  May  prepare  "  circulating  notes  "  in  anticipation  of  deU  very 

to  banks. 
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14     5  to  10  Ohanges  of  by-laws  of  clearing  hoases  to  be  valid  most 

have  the  approval  of  the  OomptroUer. 
May  annul  any  clearing  hoase  bylaw  with  the  concurrence 
of  a  majority  of  the  board  of  advisers. 

16  21  to  24  May  issae  to  clearing  hoases,  or  banks,  emergency  green- 
banks  secnred  by  bonds  in  denominations  not  less  than 
91,000  to  the  amount  of  90  per  cent  of  such  bonds, 
interest  to  be  paid  on  such  greenbacks  by  the  associa- 
tion taking  them,  at  the  rate  of  6  per  cent  per  annum. 

20  6  to  24  To  decide  when  banks  are  to  be  taxed  on  their  deposits 

for  failure  to  maintain  parity,  and  on  the  beginning  and 

21  1  ending  of  the  period  of  taxation. 

25      7  to  23  May  take  possession  of  the  assets  of  unsound  banks  and — 

First.  Create  a  fond  to  secure  the  payment  of  ^<  currency 
notes." 

25  24  Second.  Create  a  fund  to  secure  the  payment  of  <'  Gov- 

26  1  to  14         emment  deposits." 

27  1  to  21  To  have  monthly  reports  of  the  daily  condition- of  banks, 

and  such  other  reports  as  he  may  request. 
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A  strictly  "  bank  note,''  called  «  NATIONAL-BESERVB 
NOTE,"  is  sabstitnted  for  United  States  notes  and 
declared  ^^  legal  tender." 


WALEEB   BILL,  H.  B.  10383.  265 

Pi^*.      Line. 

|200,000»000  UNITED  STATES  NOTES  PRESERVED  AS  GREENBACKS. 

2      4  to  10  Deposit "  lawful  money  "  for. 

2  21  to  25  Deposit  United  States  notes,  Treasury  notes,  coin  or  coin 

3  1  to  7      certificates  equal  to  12^  per  cent  of  actual  capital  for  new 

issue    of   "UNITED    STATES -LEGAL    TENDER 

NOTES." 
3    12  to  15  They  are  made  the  "  promise  to  pay "  of  the  bank,  by 

the  signatures  of  its  ofBcers. 
3    20  to  21  Name  of  United  States  legal-tender  note,  plus  currency 

note,  is  "  greenback." 
5    14  to  18  Five  per  cent  current  redemption  fund  furnished  by  United 

States  Treasurer  as  a  common  fund  for  "  greenbacks " 

and  "  currency." 
7      7  to  11  Holdings  to  be  reduced  to  12}  per  cent  to  capital  to  all 

associations  fix)m   moneys  paid  for  greenbacks  after 

transition  is  effected. 
7    12  to  16  Amount  of  greenbacks  held  by  a  bank  may  be  increased 

by  the  Treasurer  to  amount  required. 

7  16  to  21  To  be  reduced  below  12}  per  cent  to  capital  as  banking 

capital  increases  so  as  to  keep  total  amount  uniform 
[viz.,  $200,000,0001. 

8  1  to  4  May  be  reduced  by  banks  to  the  amount  required  with  the 

and       approval  of  the  Comptroller  and  the  Secretary  of  the 
8  to  6      Treasury. 
8      5  to  11  Upon  the  expiration  of  corporate  existence  by  insolvency, 

or  by  consent  of  Comptroller  approved  by  Secretary  of 
the  Treasury,  the  Treasurer  shall  finally  redeem  green- 
backs. 

8  18  to  25  Bach  bank  to  keep  good  its  proportion  of  the  5  per  cent 

redemption  fund  fomished  by  the  Treasurer. 

9  1  to  2  Ourrent  redemption  fiind  can  not  be  counted  in  the  reserve 

of  any  bank. 
9      3  to  8  Sums  of  greenbacks  and  currency  aggregating  $500  or  1 

per  cent  to  capital,  of  any  association,  to  be  redeemed. 
9      9  to  11  Shall  redeem  in  "  LAWFUL  MONEY,"  its  «  greenbacks," 

and  << currency"  at  its  own  banking  house  and 
At  an  agency  approved  by  the  Comptroller,  in  some  reserve 
city. 
10      7  to  13  Banks  to  maintain  parity,  or  be  in  default. 

10  14  to  17  Can  not  plead  in  defense,  when  in  default,  that  its  own 

<<  greenbacks  "  are  <'  United  States  notos." 

11  1  to  11  Not  to  be  issued  in  denominations  of  less  than  $3. 

15  1  to  2  Emergency  greenbacks  secured  by  bonds  in  denominations 

16  21  to  24     of  not  less  than  $1,000  may  be  taken  out  by  banks  or 

17  1  to  21      clearing  house. 

18  Ito  7 

26    15  to  17  Five  per  cent  reserved  for  redemption  fiind  to  be  free 

moneys  in  the  Treasury  in  case  of  insolvency. 

26    22  to  25  In  case  of  insolvency  to  be  immediatoly  redeemed  by  the 

Treasurer  and  canceled. 
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8  16  to  26  Exchange  of  United  States  notes  (only)  for  ^^leserve 

notes." 
Bedeemable  in  "gold  coin"  ONLY. 

9  20  to  24  May  exchange  United  States  notes  for  *<  reserve  notes'' 
10      1  to   7      equal  to  its  paid-up  capital. 

12  15  to  20  To  imitate  the  present  United  States  legal-tender  note 

and  contain   "promise  of  association"   to  redeem  at 
office  in  gold  coin. 

13  18  to  23  This  bank  note  a  "full  legal-tender"  excepting  for  duties 

on  imports  and  interest  on  the  public  debt. 
May  be  "used  in  reserves  of  any  association." 

15  15  to  18  Deposits  of  gold  coin  instead  of  United  States  notes  for 

16  10  to  14      them,  but  not  in  excess  of  reserve  notes  destroyed. 

15  19  to  25  OomptroUers  may  dispense  with  their  use. 

16  1  to  5  Withdraw  holdings  above  40  per  cent  to  be  first  made. 
16      6  to  8  Thereafter  such  withdrawal  SHALL  be  equitably  made. 
16      8&   9  Destroy  all  reserve  notes  "withdrawn." 

16    24  &  25  Once  "surplus  revenues"  are  used  to  cancel  reserve  notes, 

no  more  "reserve  notes"  can  thereafter  be  issued. 

16  25  to  23  Surplus  ftinds  as  "surplus  revenue"  (after  United  States 

notes  and  Treasury  notes  are  destroyed)  used  to  cancel 
"reserve  notes." 

17  1  to  4  Beserve  notes  of  any  association  deocoased  shall  not  lessen 

the  "circulating  notes"  any  banking  association  would 
otherwise  be  entitled  to.    (See  page  15,  lines  18  to  25.) 

21  14  to  20  Shall  keep  in  Issue  and  Redemption  Department  a  "re- 

demption fund"  in  "gold  coin  equal  to  5  per  cent  of  its 
^reserve  notes'"  (and  bank  notes). 

19  2  to  4  In  case  of  insolvency  to  be  redeemed  from  the  general 

"reserve"  in  Issue  and  Redemption  Department. 

20  Ito  5  Upon  redemption,  in  case  of  insolvency,  shall  be  destroyed. 

22  12  to  23  J  ^^^^  ^  redeemable  at "  subtreasuries". 

21  25  &  25  Shall  be  currently  redeemed  in  gold  coin  in  amounts  of 

22  12  to  23      91,000,  including  all  circulating  notes. 

23  6  to  8  (Old  law)  5  per  cent  gold  redemption  fdnd  can  be  counted 

in  reserve. 

24  21  to  24  Banks  paid  ^  per  cent  per  annum  premium  for  taking  out 

reserve  notes. 

28  12  to  19  The  taking  of  "  reserve  notes  "  made  compulsory. 

29  4  to  11  Banks  shall  be  dissolved  upon  fiEulure  "  to  comply  with  any 

provision  of  this  act." 


NATIONAL  "BANK  NOTBS.'* 

9      1  to  3  Depositing  United  Statos  bonds  for  "  bank  notes." 

9     9  to  11  Oan  secure  "bank  notes"  plus  "currency  notes"  to  an 

and  18      amount  equal  to  its  "paid  up  capital." 
10     8  &   9  May  take  "bank  notes "  equal  to  par  of  United  States 
10    14  to  27      bonds  deposited,  and  to  amount  of  capital,  page  9,  line 

24,  and  page  U,  line  17,  but  reduced  by  currency  notes 
taken« 
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Has  no  corresponding  note. 


Has  no  corresponding  note. 
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11  6  to  9  If  bonds   depreciate   below  par,  more  bonds  mast  be 

deoosited 

12  23  to  26  To  imitate  present «  NATIONAL  BANK  NOTES." 

13  1  to  3  Oontain  promise  of  association  to  redeem  at  its  office  in 

gold  coin  or  ^'reserye  notes." 

U    ^&^}l^gal  tender  **between  banks." 

14  3  to  5  Can  not  ^^coont  ITS  OWN"  bank  notes  or  carrency  notes 

in  its  cash  or  ^^cash  assets." 

17      Ito  4  Gancding  reserve  notes  of  any  bank  by  ose  of  '^snrplas 

revenue"  not  to  lessen  <^ circulating  notes"  of  such  bank. 
(See  page  14,  lines  18  to  21.) 

17      5  to  12  Banks  may  reduce  bank  notes  by  dei)ositing  with  the 

^<  ASSISTANT  TREASUBEB"  in  charge  of  the  Issue 
and  Bedemption  Department  a  sum  in  gold  coin  equal 
to  the  amount  of  the  reduction  desired,  or  by  redeem- 
ing its  notes  in  gold  and  sending  them  to  the  Comp- 
trollers of  the  Currency. 

21  14  to  20  Shall  keep  in  Issue  and  Bedemption  Department  a  "re- 
demption fund"  in  gold  coin  equal  to  5  per  cent  of  its 
"bank  notes." 

19  4  to  9  Bonds  deposited  to  be  sold  to  redeem  bank  notes  in  case 

of  insolvency. 

20  1  to  5  Destroyed  when  redeemed,  in  case  of  insolvency. 

21  21  to  **3) 

21  24  &  25)  SHALL  be  ^^currently  redeemed"  in  gold  coin  in  sums  of 

22  13  to  23j     $1,000,  made  up  of  all  kinds  of  circulating  notes. 

23  6  to  8    (Old  law)  Its  5  per  cent  gold  redemption  fund  can  be 

"COUNTED  IN  ITS  BESEBVE." 


"CURRBNCT  NOTBS." 

NOT    SEOUBBD    BY    THE    QUABAKTY    OF    THE    GK)VEBN- 

KENT. 

9      4  to  8  Bank  assets  liable  for  "currency  notes." 

9  9  to  II  Can  take  out  "currency  notes"  plus  "bank  notes"  to  an 
and  18      amount  equal  to  its  paid-up  capital. 

LI    10  to  24  Bestrictions  not  to  exceed  "reserve  notes"  taken;  not  to 

exceed  bank  notes  taken ;  not  to  exceed  40  per  cent  to 
paid-up  capital,  but  can  take  20  -per  cent  more,  with  40 
per  cent  of  bank  notes,  equals  100  per  cent  by  paying  G 
per  cent  per  annum  tax  on  last  20  per  cent. 

12  11  In  denominations  of  $10,  and  multiples  thereof  for  all  cir- 

culating notes. 

13  4  to  9  Shall  contain  promise  of  association  to  redeem  at  its 

ofBce  in  gold  coin  or  "reserve  notes." 

13  10  to  15  To  state  on  its  face  issued  under  this  act. 

17    18  to  22  To  state  on  its  face  its  clearing-house  district 
17    23  to  25  To  state  on  its  face  the  number  of  its  clearing-house  dis- 
trict.   (How  many  clearing-house  districts.) 

14  ^  &  ^2  )^®^*^  *®^^®^  "  between  banks." 

14     3  to  5  Can  not  count  its  own  "currency  notes"  in  its  cash  assets. 
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"CURRENCY." 
SEOUBED   BY    THE    GUABAI7TT    OF   THE  aOYEBNMENT. 

4      5  to  11  SHALL  be  issued  to  banks  equal  in  amount  to  25  per  cent 

more  than  the  currency  the  bank  averaged  to  have  in 
circulation  during  the  two  years  next  preceding  (to  be 
determined  by  amount  of  currency  a  tax  was  paid  on), 
and  the  Comptroller  may  issue  currency  to  a  bank  to  the 
full  amount  of  actual  capital. 

4    12  to  15  Current  redemption  fund  equal  to  5  per  cent  of  currency 

in  actual  circulation. 

4    16  to  18  A  common  redemption  fund  ibr  currency  and  greenbacks. 

4  19,     20  Lawful  name  ^<  currency." 

5  1,      2  To  have  printed  on  it  that  it  is  to  be  finally  redeemed  by 

the  lYeasurer  of  the  United  States. 
5      3  to  5  Supply  may  be  printed  in  advance  of  use. 
8    12  tal7  May  be  reduced  only  by  being  surrendered  to  Comptroller. 

8  18  to  25  Each  bank  to  keep  good  its  ^per  cent  current  redemption 

fund  on  its  currency  and  the  5  per  cent  redemption  fund 
on  greenbacks  furnished  by  the  Treasurer. 

9  1,      2  Current  redemption  fund  can  not  be  counted  in  the  reserve 

of  any  bank. 
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17      1  to  5  Withdrawal  for  cancellation  of  ^^ reserve  notes"  of  any 

bank  not  to  lessen  <^ circulating  notes"  of  snch  bank. 

17      5  to  12  May  redace  holding  of  ^^cnrrency  notes"  by  depositing 

with  the  '^Assistant  Treasurer  in  charge  of  the  Issue 
and  Redemption  Department"  a  sum  in  gold  coin  equal 
to  the  amount  of  the  reduction  desired,  or  by  redeeming 
its  notes  in  gold  and  sending  them  to  the  Oomptroller 
of  the  Ourrency.  (Where  is  the  provision  for  an  Assist- 
ant Treasurer  f) 

17  18  to  26  Shall  be  ^^redeemed"  in  their  respective  districts. 

18  1  to  4  Shall  be  << currently  redeemed"  by  some  association  in  a 

clearing-house  city  of  its  own  district. 

18  19  to  25  Failure  to  redeem  any  circulatiug  notes  in  gold  an  act  of 

19  1  to  25      insolvency,  and  bank  is  immediately  put  in  liquidation. 

18  5  to  10  Oan  not  be  paid  out  ^^over  the  counter"  of  aU  banks  out- 
side its  district,  unless  there  is  a  redemption  agency  in 
all  redemption  districts. 

18    11  to  18  Shall  keep  an  amount  in  '^gold  coin"  in  the  Issue  and 
23    17  to  21      Redemption  Department  as  a  <^ guarantee  fund"  equal 

to  5  per  cent  of  its  currency  notes  <'  not  returned  to  the 

Oomptroller." 

18  19  to  25  '< Guarantee  fund"  used  to  redeem  currency  notes  in  case 

of  insolvency. 

19  10  to  12  Surplus  over  amount  received  on  sale  of  bonds  over  that 

necessary  to  pay  *^bank  notes"  to  be  applied  to  the 
redemption  of  <^  currency  not«s"  in  case  of  insolvency. 

20  1  to  5  Destroyed  when  redeemed  in  case  of  insolvency. 

22  13  to  23  SHALL  be  currently  redeemed  in  gold  (as  "circulating 

notes")  at  SUBTREASUBIES  in  sums  of  $1,000  for  all 
notes.    (See  page  21,  lines  14  to  20.) 

23  6  to  8  Oan  not  count  its  5  per  cent  gold  "guarantee"  fund  in  its 
9  to  17      reserve. 

23  Six  per  cent  tax  per  annum  on  "currency  notes"  exceed- 

ing 40  per  cent  to  capital  or  plus  bank  notes  exceeding 
80  per  cent  to  capital. 

23  18  to  21  Tax  on  all  the  last  20  per  cent  of  60  per  cent  capital  of 

currency  notes  to  capital  not  retorned  to  the  Oomptroller 
or  "gold  coin"  deposited  with  Oomptroller  for  their 
retirement. 

OQ       OO  4^  OR  % 

24  1  to  6  F*^  ^^  ourrency  notes  collected  each  month. 

35    13  to  20  Deposit  of  gold  coin  required  equal  to  ite  "curreni^ 

notes"  in  circulation,  in  case  of  insolvency. 


''CIRCULATING  NOTBS.'* 
(USED  FOUBTBEN  TIMBS.) 

3  6  Means  <^ reserve  notes,"  <^bank  notes,"  and  '^currency 

notes." 

3  16  Means  <^  reserve  notes,"  ^^bank  notes,"  and  <^  currency 

notes." 

8  16  The  words  ^^circulating  notes"  defined  as  including  <^  re- 

serve notes,"  '^  bank  notes,"  and  *<  currency  notes." 
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9      2  to  8  Snms  of  in^eenbacks  and  cnrrenoy  aggregating  $500,  or 

aggregating  1  per  cent  to  capital,  of  any  association  to 
be  redeemed 

9      9  to  11  Shall  redeem  in  "LAWFUL  MONET »  its  « greenbacks" 

and  carrency  at  its  own  banking  honse,  and  also  at  an 
agency  appointed  by  the  Comptroller  in  some  "reserve 
city.» 

10  14  to  17  Banks  to  maintain  parity  or  be  subject  to  penalty  tax. 

11  1  to  11  Not  to  be  issued  in  denominations  less  than  $3. 

21      3  to  17  Taxed  not  more  than  one-flfbh  of  1  per  cent  per  annum 

when  there  is  $8,000,000  in  the  Treasury,  accumulated 
for  this  tax  and  in  no  case  over  1  per  cent  per  annum,  at 
the  discretion  of  the  Secretary  of  the  Treasury. 

26    18  to  21  The  5  per  cent  redemption  fund  to  currency  to  be  returned 

to  associations  in  case  of  insolvency. 

26    22  to  25  In  case  of  insolvency,  currency  to  be  immediately  redeemed 

and  canceled  by  United  States  Treasurer. 


"CIRCULATING  NOTE." 
(USED  FOUB  TIMES.) 


3  4  Means  "  greenback." 

3  10  Means  "  greenback." 

9  6  Means  "  greenbacks  "  and  "  currency.'' 

14  23  Means  ^'  greenbacks  "  and  <^  currency.'' 
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9  2  Means  ^<  bank  notes  "  reoeiyed  upon  deposit  of  United 

States  bonds. 

10  19  Means  ^<  bank  notes  "  in  circniation  when  the  act  shall  be 

passed. 

12  10  Means  <<  reserve  notes,"  ^^bank  notes,"  and  '^corrency 

notes." 

14  20  Means  <<  reserve  notes,"  ^<bank  notes,"  and  ^^  currency 

notes." 
(When  bonds  are  withdrawn  ^*  bank  notes  "  are  necessarily 
retired  by  the  amount  of  bonds  withdrawn,  as  ^<  bank 
notes  "  are  described  as  bond-secured  notes.  (See  page 
9,  lines  1  to  3.)  To  keep  up  the  amount  of  <<  circulating 
notes"  the  vacuum  caused  by  the  withdrawal  of  **•  bank 
notes"  must  be  supplied,  if  at  all,  by  taking  out  one- 
half  *^  reserve  notes  "  and  one-half  ^^  currency  notes,"  as 
provided  in  page  11,  lines  10  to  24,  subject  to  tiie  pro- 
vision on  page  17,  lines  1  to  4.) 

17  8  Means '< bank  notes"  and  << currency  notes "  which  must 

supply  the  place  of  the  withdrawn  ^^  reserve  notes,"  one- 
half  of  each,  as  provided  on  page  11,  lines  10  to  24,  sub- 
ject to  page  14,  lines  18  to  21. 

16  12  Means  ^^  reserve  notes,"  ^^bank  notes,"  and  *^  currency 

notes"  (and  that  the  depositing  of  United  States  notes 
and  the  securing  *<  reserve  notes,"  as  provided  on  page 
11,  lines  10  to  24,  is  a  ^^  basis  "  or  condition  precedent  to 
securing  either  <<  bank  notes  "  or  <^  currency  notes,"  and 
continues  for  all  time,  excepting  as  modified  on  page  16, 
lines  15  to  25,  and  page  17,  lines  1  to  4). 

17  3  Means  '^reserve  notes,"   ^^bank  notes,"  and  << currency 

notes." 

17  17  Means  << reserve  notes,"  ''bank  notes,"  and  << currency 

notes." 

18  24  Means  ^^  reserve  notes,"  <^bank  notes,"  and  *' currency 

notes." 

21  17  Means  the  present  bank  notes  secured  by  bonds. 

22  12  Means  <<  reserve  notes,"  ^^bank  notes,"  and  <*  Currency 

notes." 
29  9  Means  ^^  reserve  notes,"  <<bank  notes,"  aiad  ^<  currency 

notes." 


SPECIAL  FUNDS  TO  BB  HBLD  IN  TRBASURT. 

A  BESBBVE  VTTND. 

A  BEDBMPTION  FUND. 

A  GUABANTEE  FUND. 

2  23  to  25  Issue  and  Redemption  Department  ^<  shall  redeem  the  cir- 

3  1  to  12      circulating  notes  of  banking  associations,"  shall  hold  all 

<< redemption  funds "  and  all  <<  guarantee  funds  "  of  banks. 

3  23  to  15  To  the  Issue  and  Redemption  Department  shall  be  com- 

4  1  to  6      mitted  $137,500,000  gold  to  redeem  United  States  notes 

and  Treasury  notes.  (Amount  to  be  <^  kept"  in  this  fhnd 
decided  by  the  Secretary  of  the  Treasury.  Page  4.  lines 
11  to  18.) 


WALKER   BILL,  H.  R.  10333.  273 

PUge.       LiiM. 


SPECIAL  FUNDS  TO  BB  HBLD  IN  TREASURY. 
ONLY  A  OUBBENT  REDEMPTION  FUND. 

4  16  to  18  Equal  to  5  per  cent  of  currency^  it  averages  to  keep  in  cir- 

cnlatlon  held  as  a  common  ^*  current  redemption  ftind" 
for  the  corrent  redemption  of  ^^  greenbacks  "  and  '<  cur- 
rency.'^ 

5  14  to  18  Equal  to  5  per  cent  of  greenbacks,  held  as  a  common  *<  cur- 

rent redemption  fund"  for  the  current  redemption  of 
"  greenbacks  ^  and  "  currency,^ 

B&C 18 
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17    12  to  17  Issue  and  Bedemption  Departmeat  may  return  to  banks 

any  excess  in  the  Guarantee  Fund  or  Bedemption  Fnnds. 

21      6  to  13  Issue  and  Bedemption  Department  to  add  to  Guarantee 

Fund  and  to  Bedemption  Funds  all  receipts  from  invest- 
ments of  such  ftinds  and  all  taxes  on  circulation.  (See 
page  17,  lines  12  to  17.) 

21    14  to  20  Gives  Issue  and  Bedemption  Division  a  boHsfar  estimating 

the  redemption  fund  o/ecuih  hankj  viz,  equal  to  5  per  cent 
of  <<  bank  notes  "  and  5  per  cent  of  '<  reserve  notes." 


CANCBUN6  UNITED  STATBS  NOTES  AND  TREASURY  NOTES. 

6  24,     25  Issue  and  Bedemption  Department  shall  cancel  an  amount 

7  1  to  4      of  United  States  notes  or  Treasury  notes,  that  gold  coin 

has  been  exchanged  for,  as  shall  not  exceed  the  amount 
of  national  ^^ reserve  notes"  issued  subsequent  to  the 
taking  effect  of  this  act.* 

7      5  to  12  Secretary  of  the  Treasury  may  in  his  discretion  from  any 

fund  in  the  general  Treasury  not  otherwise  appropriated, 
transfer  to  the  Department  of  Issue  and  Bedemption  any 
United  States  notes  or  Treasury  notes  WHICH  on  such 
transfer  COULD  THEN  LAWFULLY  BE  CAN- 
CELED  •  •  •  IF  THEY  HAD  BEEN  BE- 
DEEMED  ON  PRESENTATION;  and  when  so 
transferred  the  same  shall  be  canceled. 
10      5  to   7  United  States  notes  received  in  Issue  and  Bedemption 

Department  for  ^^ reserve  notes"  shall  be  canceled  as 
received. 

7    13  to  19  Whenever  there  may  be  United  States  notes  including 

Treasury  notes  in  the  general  Treasury  NOT  AVAIL- 
ABLE as  ^'surplus  revenue"  they  may  be  exchanged 
with  the  Department  of  Issue  and  Bedemption  for  ^<  gold 
coin"  and  such  notes  SHALL  THEREUPON  BE 
CANCELED. 

7    20  to  24  United  States  notes  including  Treasury  notes  once  re- 
deemed shall  not  be  paid  out  except  for  gold. 

7  25  United  States  notes  or  Treasury  notes  accumulated  in  the 

8  1  to   7      Department  of  Issue  and  Bedemption  may  be  invested 

by  the  SECBETABY  OF  THE  TBBASUBY  in  inter- 
est-bearing obligations  of  the  Government  for  the  bene- 
fit of  the  gold  reserve  in  the  Department  of  Issue  and 
Bedemption  subject  to  sale  by  the  SECBETABY  OF 
THE  TBBASUBY. 

*  Paying  oat  gold  coin  in  exchange  for  United  States  notes  and 
Treasury  notes  is  **  redeeming  them  on  presentation.'' 
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CANCBLING  OP  UNITBD  STATBS  NOTBS. 

5  6  to  14  95  per  cent  of  moneys  paid  into  the  United  States  Treas- 
ury ^^for  greenbacks"  to  be  used  to  redeem  and  cancel 
a  like  amount  of  old  issue  of  United  States  notes  to  a 
certain  amount. 

5  19  to  24  Atter  a  certain  amount  of  United  States  notes  have  been 

6  1  changed  into  greenbacks  [say  $200,000,000],  the  United 

States  Treasurer  to  set  asicie  certain  gold  in  the  Treasury 
equal  in  amount  to  the  old  issue  of  United  States  notes 
then  outstanding  as  a  ^^  special  fund^  to  redeem  and  can- 
cel such  notes— [viz,  $146,000,000]. 


^ 
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SECRETARY  OP  THE  TREASURY. 

3  13  to  14  Subsidiary  and  minor  coins  (transferred  to  Issae  and 

Bedemption  Department)  as  ^*  SHALL  consider  neces- 
sary,'' etc.    (See  15  and  14.) 

4  11  to  18  SHALL  maintain  the  (25  per  cent  and  5  per  cent)  gold 

reserve  for  United  States  notes  and  Treasury  notes  and 
silver  dollars  in  the  Issue  and  Redemption  Department 
<<at  such  snm  as  shall  secure  the  OEBTAIN  AKD 
IMMEDIATE  REDEMPTION  OP  ALL  NOTES  and 
all  silver  dollars,"  etc. 
May  transfer  to  Issue  and  Redemption  Department  ANY 
funds  in  the  Treasury,  not  otherwise  appropriated,  in 
excess  of  $50,00(»,000. 
4    18,     19  SHALL    reserve    a    $50,000,000    [PANIC    FUND]   in 

Treasurv 

4  20  to  25  May  (shall)' "ISSUE  AND  SELL  FOB  GOLD  coin  and 

6  1,       2      "REDEEMABLE  IN  GOLD  COIN"  3  PER  CENT 

ONE- YEAR— FIVE  YEARS  certificates  to  maintaiu 
the  reserve  in  Issue  and  Redemption  Department 
.6      3  to   7  Authorized  to  exchange  gold  coin  with  Issue  and  Redemp- 
tion Department  for  United  States  notes  or  Treasury 
notes. 

5  7  to  13  Authorized  to  exchange  with    Issue  and    Redemption 

Department  one  denomination  of  notes  for  other  denom- 
inations, and  one  kind  of  notes  for  other  kinds. 

7  5  to  25  *May  transfer  to   Issue  and  Redemption  Department, 

8  Ito  7      from  any  unappropriated  funds  in  **TflB  GENERAL 

TREASURY,"  UNITED  STATES  OR  TREASUKY 
NOTES,  WHICH,  ON  SUCH  TRANSFER,  COULD 
THEN  BE  LAWFULLY  CANCELED  UNDER  THE 
ACT,  IF  THEY  HAD  BEEN  REDEEMED  ON 
PRESENTATION,  and  THEY  SHALL  BE  CAN 
CELED.  (Annul  all  restrictions  other  than  reserve 
notes  issued.) 
16    15  to  23  To  use  funds  available  as  <<  surplus  revenue"  to  transfer  to 

Issue  and  Redemption  Department  (to  cancel  United 
States  notes,  Treasury  notes,  or  '^reserve  notes"). 


*  Comptrollers  are  made  shnply  olerka. 
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SECRETARY  OP  THE  TREASURY. 

3    16  to  19  May  issue  sach  United  States  legal-tender  notes  as  are 

prescribed  in  the  bill. 

8  5  to  11  May  approve  of  action  of  Oomptroller  in  allowing  banks 

to  rednce  their  holdings  of  <'  greenbacks." 

9  12  to  20  May  approve  deposits  of  '<  current  redemption  fdnds"  in 

certain  places,  in  the  devolving  the  dnties  of  '^current 
redemption  "  npon  reserve  banks  or  other  snitable  agents. 

12      4  to  8  In  case  of  doubt  as  to  what  persons  can  act  on  ''Board  of 

Advisers  to  the  Comptroller,"  the  Secretu^  of  the  Treas- 
ury to  decide. 

12      9  to  14  In  case  of  an  appeal  from  the  decision  of  the  Oomptroller 

to  the  Board  of  Advisers,  and  the  decision  of  the  board 
is  not  unanimous,  in  such  case  the  decision  of  the  Sec- 
retary of  the  Treasury  to  be  binding  and  final. 

14  23,     24  May  designate  clearing  houses  as  fiscal  agents  or  deposi- 

tories of  public  moneys. 

15  7  to  14  May  direct  the  Treasurer  or  any  assistant  treasurer  of  the 

United  States  to  accept  from  banks  for  ''safe  keeping" 
any  kind  of  money  or  bonds. 

16  21  to  24  To  approve  action  of  Oomptroller  in  issuing  emergency 

17  1  to  16      greenbacks  to  clearing  houses  or  banks 

AUto,  approve  of  the  bonds  deposited  as  security  for  such 
notes. 

18  16  to  22  To  publish  in  the  "  STATEMENT  OP  THE  CONDITION 

OP  THE  UNITED  STATES  TBEASUEY  AND  ITS 
RECEIPTS  AND  EXPENDITURES"  a  list  of  securi- 
ties  accepted  to  secure  emergency  greenbacks  or  deposit 
of  public  moneys. 

18    23  to  25  May  issue  and  sell,  "to  carry  into  effect  the  provisions  of 

the  act  of  January  14, 1875,  entitled  'An  Act  to  provide 
for  the  resumption  of  specie  paymeuts,'  and  of  this  act 
FOR  THE  PERIOD  OF  FOUR  YEARS  BONDS 
DESCRIBED  in  the  Act  of  July  14, 1870,  entitled  'An 
Act  to  authorize  the  funding  of  the  national  debt,'"  1-3 
year  bonds,  3-7  year  bonds,  and  bonds  due  on  a  day 
certain  to  run  not  exceeding  three  years. 

21      3  to  12  To  decide  on  the  amoi;nt  of  the  tax  associations  shall  pay 

on  the  average  circulation  of  their  "currency,''  but  in  no 
case  over  one-fifth  of  1  per  cent  per  annum. 

21  12  to  17  One  fifth  of  1  per  cent  when  $8,000,000  are  accumulated 

22  1  to  3      from  such  tax,  and  not  over  1  per  cent  per  annum  in  any 

case. 
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TREASURER  OF  THE  UNITED  STATES. 

2  12  to  18  First  Comptroller  to  be  (practically)  an  assistant  treasorer. 
9    20  to  24  Deposit  with  the  Treasurer  United   States   notes  and 

10      Ito  4      receive  from  Comptroller  "reserve  notes."    [Why  not 

deposit  with  the  ComptrollersY] 

10      8,      9  Deposit  with  Treasurer  United  States  bonds  and  receive 

10    14  to  17  from  Comptroller  "bank  notes"  of  Issue  and  Bedemptioo 

Department. 

22    12  to 23  To  currently  redeem  "circulating  notes"  in  gold  coin  at 

subtreasuries  [conflicts  with  page  3,  lines  17  to  19,  oi 
there  must  be  an  Issue  and  Redemption  Department  in 
every  subtreasury.] 

24  14  to  20  Beceive  annual  taxes  of  one-fourth  of  1  per  cent  on  fran- 
chise. 

24  24,    25  Hold  taxes  on  franchise  as  a  separate  ftind  to  pay  expenses 

25  1  to  3      of  Comptroller. 
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TREASURER  OP  THE  UNITED  STATES. 

5      6  to  14  Shall  destroy  an  amoan  t  of  existing  United  States  NOTES 

eqnal  to  95  per  cent  of  amoant  jiaid  in  to  take  out 
greenbacks. 

5  14  to  18  Shall  set  aside  5  per  cent  of  snch  amount  as  a  common 

redemption  fund  for  "greenbacks"  and  "cnrrency." 

6  19  to  24  To  set  aside  "CERTAIN  GOLD "  in  Treasury  [in  a  certain 
6      1  case,  viz,  when  $200,000,000  old  United  States  notes  have 

been  canceled  and  new  greenbacks  issued  to  banks 
equal  in  amount  to  outstanding  United  States  notes]  as 
a  "SPECIAL  DEPOSIT"  to  redeem  and  cancel  the 
balance  of  United  States  notes  ($146,000,000). 
6  9  to  15  To  hold  all  moneys  paid  in  for  greenbacks  after  the  "tran- 
sition period"  firom  the  present  law  to  the  new  law,  as  a 
SEPARATE  FUND. 

6  16,    17  To  be  used  to  equitably  a^ust  the  holdings  of  the  green- 

7  1  to  6      backs  among  all  commercial  banking  associations. 

7      7  to  11  SUALL  first  reduce  the  holding  of  those  associations 

holding  the  largest  amount  of  greenbacks  in  proportion 
to  their  capital. 

7    11  to  15  May  require  banks  to  increase  their  greenbacks  to  legal 

requirements. 

7    16 to  21  SHALL  reduce  the  amount  associations  are  required  to 

take  below  12^  per  cent  when  necessary  to  keep  the 
total  amount  of  greenbacks  to  a  fixed  amount  [viz, 
$200,000,000]. 

7  22  to 25  The  balance  of  the  "special  gold  fund"  remaining  two 

years  after  being  set  aside  shall  be  free  money  in  the 
Treasury. 

8  5  to  11  In  case  of  expiration  of  charter  or  insolvency  shall  redeem 

greenbacks  by  order  of  the  Secretary  of  the  Treasury. 

8  18  to  25  To  keep  AT  ALL  TIMES  "  IN  LAWFUL  MONEY  "  the  5 

per  cent  "greenback"  and  5  per  cent  "currency"  cur- 
rent redemption  fund. 

9  12 to  20  May  keep  "current  redemption  funds"  in   any  reserve 

bank  or  witii  any  suitable  agent  approved  of  by  the 
Secretary  of  the  Treasury. 
May  devolve  duties  as  to  the  current  redemption  of  cir- 
culating notes  on  any  reserve  bank  or  any  other  suitable 
a^^ent. 
10    18  to  24  To  issue  no  more  silver,  gold,  or  currency  certificates,  and 

to  cancel  all  now  existing  as  they  are  paid  in  to  the 
Treasury. 

15  7 to  14  Treasurer  or  Assistant  Treasurers  to  receive  for  "safe- 

keeping" any  bonds  or  moneys  from  any  bank  or  clear- 
ing house  upon  the  approval  of  the  Secretary  of  the 
Treasury. 

16  21  to  24  To  issue  emergency  greenbacks  upon  bond  security  by 

17  1  to  21      durection  of  the  Secretary  of  the  Treasury. 

18  Ito  7 

19  15  to  20  To  receive  taxes. 
21   3  to  12 

24  15  to  17 

25  1  to  6  To  keep  separate  accounts  of  moneys  received  and  iMiid 

out  under  each  section  of  the  act. 
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GENERAL  PROVISIONS. 

24  14  to  20  Franchise  tax  of  one-foarth  of  L  per  cent  per  annum. 

25  21  to  24  In  places  of  50,000  inhabitants  or  over,  banks  shall  not  be 

26  1  to  11      organized  with  less  than  $250,000  capital. 

In  places  of  over  6,000  and  nnder  50,000  people,  not  less 

than  $100,000  capital. 
In  places  of  over  3,000  and  under  6,000  people,  not  less 

than  $50,000  capital. 
In  places  of  less  than  3,000  people,  not  less  than  $25,000 

capital. 

26  12  to  15  Banks  may  establish  branches,  etc. 

27  9  to  13  Examiners  to  have  fixed  salaries. 

27  14  to  25  Concerning  examiners. 

28  Ito  3 

29  4  to  11  Comptroller  shall  dissolve  all  national  banking  associa- 

tions that  fail  to  comply  within  one  year  with  ant 
SINGLE  provision  of  this  act 
31    16  to  18  Repealing  sections. 
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11  to  14  $25,000  banks  in  places  of  less  than  4.000  inhabitants. 
16  to  20  Capital  means  "  PAID  IN  OAPITAL,  8UEPLUS,  AND 
UNDIVIDED  PROFITS.'^ 
9    21  to  24  After  transition  is  completed  banks  SHALL  KEEP  their 
10      1  to  3      <^cash  reserve,"  as  nearly  as  may  be,  in  eqnal  parts  of 

gold  coin,  silver  coin,  and  '*  greenbacks  of  other  banks." 
19    15  to  20  Any  average  deficiency  in  the  average  total  reserve  a 

bank  is  required  to  keep,  for  any  month,  is  taxed  at  the 
rate  of  6  per  cent  per  annam. 

22  4  to  25  Tax  imposed  on  the  deposits  of  all  ^^ commercial  banks" 

23  Itoll      that  fail  to  organize,  under  the  act^or  fail  to  assume 

their  share  of  greenbacks,  of  one-tenth  of  1  per  cent  per 
annum  (that  they  may  be  induced  to  assume  their  fair 
share  of  the  obligation  of  maintaining  parity). 

23  12  to  20  All  commercial  banking  associations  other  than  national 

24  1,      2      banks,  assuming  greenbacks,  are  to  make  reports  to 

the  Comptroller  and  be  examined  by  national  bank 
examiners. 

24      3  to  14  Associations  may  require  from  depositors  thirty  days' 

notice  of  intention  to  withdraw  << deposits"  upon  which 
interest  is  paid  for  more  than  seven  days,  but  this  does 
not  apply  to  'Hhat  part  of  the  reserves  of  banks  which 
they  are  allowed  to  deposit  in  other  banks." 

24    15  to  17  Section  13  goes  into  effect  the  first  day  of  the  calendar 

quarter  next  succeeding  the  four  months  next  succeed- 
ing the  passage  of  the  act. 

24  18  to  24  All  taxes  imposed  are  due  and  payable  on  April  1  and 

October  1. 

25  1  to   6  All  moneys  collected  under  the  act  to  be  paid  into  the 

Treasury  as  a  <' miscellaneous  receipt."  Treasurer  to 
keep  separate  account  of  all  moneys  received  and  all 
moneys  paid  out  under  each  section  of  this  act. 

27  22  to  24  Bank  examiners  are  employees  of  the  Department  of  the 

28  1;      2      Comptroller. 
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EXPENSES,  ETC.,  OP  BANKS  IN  CENTRAL  RESERVE  CITIES 
COMPARED  WITH  BANKS  IN  TEN  SMALL  TOWNS  AS  TO 
ITEMS  OF  BANK  FUNDS  AND  AS  TO  PERCENTAGE  OF 
EXPENDITURES  TO  VARIOUS  FUNDS,  ETC. 

CENTRAL  SESEBVE  CITIES. 

Paid-in  capital $76,700,000.00 

SorpliiB  and  other  profitH 73,096,619.89 

Actual  capital 149,796,619.89 

Deposits 645,633,468.73 

Circulation 18,652,022.50 

Total 814,082,111.12 

Annual  expenses  and  taxes 12, 640, 059. 13 

Minimmn  United  States  bonds  required 3, 650,000.00 

Peroent. 

Per  cent  of  expenses  to  paid-in  capital 16.48 

Per  cent  of  expenses  to  actual  capital 8.44 

Percent  of  expenses  to  bank  fiinas 1.55 

Percentage  of  Donds  to  paid-in  capital 4.76 

Percentage  of  bonds  to  actual  capital 2.44 

Percentage  of  bonds  tobankfnnas 0.45 

TEN  SMAI.L  TOWNS. 

Paid-in  capital $930,000.00 

Surplus  and  other  profits 543,000.00 

Actual  capital 1,473,000.00 

Deposits 1,914,829.78 

Circulation 460,580.00 

Total 3,848,409.00 

Annual  expenses  and  taxes 65,424.00 

Minimum  United  States  bonds  required 232,500.00 

Ptroent. 

Per  cent  of  expenses  to  paid-in  capital 7.04 

Per  cent  of  expenses  to  actual  capital 4.44 

Per  cent  of  expenses  to  bank  funds 1.61 

Percentageof  bonds  to  paid-in  capital 25.0 

Percentage  of  bonds  to  actnal  capital .' 15.78 

Percentage  of  bonds  to  bank  funds 6.04 
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Treasury  Department, 
Office  of  the  Comptbolleb  of  the  Gubbency, 

Washington,  D.  C,  August  22^  1898. 

Hon.  J.  H.  Walkeb, 

Chairman  Committee  on  Banking  and  Currency : 

Statement  shawing  the  amount  of  expenses  and  taxes  paid  by  the  national  hanks  located  in 
the  central  reserve  cities  of  New  York,  ChicagOf  and  St,  Louis,  m  shoum  hy  the  semi- 
annual reports  of  earnings  and  dividends  as  made  to  the  Comptroller  of  the  Currency  for 
the  year  ending  September  1, 1897. 

SEPTEMBEB  1.  1896,  TO  MARCH  1,  1897. 
Bxpentes  and  taxeo. 

New  York  City $4,885,142.08 

Chicago 1,185,791.88 

St.  Louis 477,888.58 


$6,548,822.54 


MARCH  1,  1897,  TO  SEPTEMBER  1,  1897. 
Expenses  and  taxes. 

New  York  City $4,515,296.63 

Chicago 1,183,892.26 

St.  Louis 392,047.70 

$6, 091, 236. 59 

Total  for  year  ending  September  1, 1897 12,640,059.13 

Tbeasuby  Depabtment, 
Office  of  the  Gomptbollbb  of  the  Gubbency, 

Washington^  D.  0.,  July  29^  1898. 
Hon.  J.  H.  Walkbb, 

New  Hampton^  JT.  H. 

SiB:  Id  compliance  with  your  request  of  July  26,  I  inclose  herewith 
a  statement  showing  the  expenses  and  taxes,  during  six  months,  of  ten 
banks,  ^Mocated  in  the  smallest  places  in  which  there  is  a  single  bank, 
having  capital,  surplus,  and  undivided  profits  of,  approximately, 
$145,000  to  $155,000." 
Very  respectfully, 

Ohables  O.  Dawes,  Comptroller. 

Actual  average  capital $147,300.00 

Average  annual  expenses 6,542.40 


State. 

Bank. 

Popnla- 
tion. 

Capital. 

Surplus 

and 
profits. 

Expenses 

ana  taxes 

last  six 

months. 

Individual 

depo»ita, 

report  of 

1880. 

BeUware 

''ndimift^  ^  ^ , ,  ^ ,  ^  ^ . 

Milford  Firat  Nationnl  Bank  . . 
Rising  Rim,  National  Bank  of. . 

Natick,  National  Bank  of 

Medford,  Borlinicton  Connty .. 
New  Palts,  Hngenot  National 

Bank. 
Pine  Plains,  Stissing  National 

Bank. 
Warwick  First  National  Bank. 
Ambler  First  National  Bank .. 
Bnreettstown,    Bnrgettstown 

Nationsl  Bank. 
Kennett  Sqnaxe,    National 

Bank  of. 

Total 

1,300 
1,800 
1,000 
1,000 
1,200 

700 

1,700 
1,100 
1,000 

1,600 

100,000 
100.000 
100,000 
100,000 
100,000 

00,000 

100,000 

100,000 

80,000 

100,000 

|0«,000 
42,000 
42,000 
40,000 
41,000 

52,000 

50.000 
56,000 
74,000 

46,000 

$2,006 
8,091 
4,401 
1,770 
4.016 

2,008 

3.066 
8,088 

2,360 

8,771 

0807,264.81 
84, 076. 56 

ICMsachniietto  .. 

New  Jersey 

New  York 

Do 

828,010.47 
103, 701. 10 
103,610.60 

109. 846. 70 

Do 

170, 276. 82 

PtBnsylTania 

Do. 

220,864.02 
225.599.60 

Do 

900,066.08 

080,000 

648,000 

82.711 

L  914. 829. 78 

THE  CLEARING  HOUSES  IN  THE  COUNTRY. 

[Stotement  prepared  by  tiie  chAinuan  of  the  oommlttee.] 

The  clearing  hoase  has  become  indispensable  to  the  condaot  of  the 
basiness  of  banking.  Each  bank,  large  or  small,  conntry  or  city,  is 
Indissolnbly  connected  with  other  banks,  and  through  tiiem,  if  not 
directly,  with  the  clearing  house.  The  efficiency  of  a  bank  is  very 
largely  dependent  npon  the  clearing  house.  Only  through  clearing 
houses  can  the  equality  and  independence  of  banks  be  preserved  or 
their  highest  efficiency  attained. 

It  is  as  necessary  to  banks  to  have  incorporated  clearing  houses  as  it 
Is  to  business  firms  and  corporations  to  have  incorporated  banks.  The 
incorporation  of  neither  is  absolutely  necessary.  In  fact,  a  large  part 
of  banking  is  done  by  private  firms,  but  only  by  reason  of  the  exist- 
ence of  banking  '^corporations"  are  they  successful.  All  the  banking 
of  the  world,  or  of  the  country,  could  not  be  done  outside  of  the  obli- 
gations and  responsibility  imposed  in  fixed  legal  rules  and  the  control 
of  banks  by  positive  corporation  law.  Whatever  may  be  the  appear- 
ances to  the  contrary,  a  bank  can  not  exist  by  itself  alone  in  this  stage 
of  commercial  development,  like  a  cotton  or  woolen  factory,  which  is 
all  the  more  reason  for  uniform  regulation  and  control  of  banks  by  law. 

Of  seventy-six  clearing  houses  given  on  page  551  of  volume  1,  Report 
of  the  Comptroller  of  the  Currency  for  1897, 1  have  examined  the  con- 
stitution and  by-laws  of  fifty-five  at  hand,  and  herein  indicate  the  main 
provisions  of  all  taken  together.  I  see  no'reason  why  each  one  of  these 
clearing  houses  could  not  continue,  if  incorporated  under  the  Walker 
bill  (H.  B.  10333),  the  doing  of  its  business  in  such  manner  as  it  has 
chosen  for  itself  and  without  any  substantial  alteration  of  its  constitu- 
tion or  by-laws.  Of  course,  the  advantages  of  a  broader  field  and  the 
security  of  more  definite  rules,  by  many  of  them,  are  so  obvious,  it  is 
believed  tbey  would  soon  enter  upon  a  broader  and  at  the  same  time 
equally  conservative  action.  There  are  no  substantial  provisions  in  the 
regulations  of  any  of  the  fifty-five  examined  not  given  under  the  name 
of  some  one  of  them.  None  contains  any  substantial  provisions  not 
enumerated  under  the  name  of  some  one  of  those  mentioned.  Some 
forbid  what  others  require,  according  to  the  volume  or  kind  of  business 
they  do. 

ST.  LOUIS,  MISSOUBI. 

Article  1,  section  1.  <^The  object  of  the  association  shall  be  the 
effecting,  at  one  place,  of  the  daily  exchanges  between  the  several 
associated  banks  and  bankers,  •  •  •  and  the  fostering  and  pro- 
moting of  sound  conservative  banking;  •  •  •  the  regulating  of 
exchanges,  the  fixing  of  minimum  rates  to  be  charged  on  outside  diafts 
and  collections,"  etc. 

Section  3.  The  committee  of  management  shall  have  power  to  suspend 
any  bank  by  unanimous  vote  •  •  •  but  shall  forthwith  call  a  meet- 
ing  of  the  association  to  consider  such  suspension,  etc. 
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Section  8.  The  action  of  the  clearing  house  is  only  that  of  an  agent, 
and  in  no  case  shall  this  association  be  held  responsible  for  any  loss 
that  may  occur  by  reason  of  its  action. 

Section  11.  Whenever  any  member  of  the  association  shall  send  and 
receive  through  the  clearing  house  the  exchanges  of  any  bank  in  the 
city  or  vicinity  who  are  not  members,  such  sending  and  receiving  shall 
ipso  facto  and  without  further  notice  constitute  said  member  the  agent 
for  said  bank  at  the  clearing  house,  etc. 

Section  13.  A  standing  committee  of  five  bank  officers  or  bankers 
shall  be  elected,  to  be  called  a  committee  of  arbitration,  whose  duty  it 
shall  be  to  hear  and  determine  all  disputes  that  may  be  submitted  to  it 
by  both  parties  thereto.  •  •  •  A  majority  decision  shall  be  valid. 
Section  15.  No  member  shall  be  added  to  this  association  having  a 
paid-up  capital  of  less  than  $500,000. 

Section  17.  Shall  pay  an  entrance  fee  of  $1,000  and  in  addition  its 
several  assessments  for  expenses. 

Article  2,  section  1.  Each  member  of  the  association  shall  furnish 
the  manager  a  sworn  statement  of  its  condition  as  often  as  five  times 
each  year    •    •    •    and  at  such  other  times  and  of  such  date  as  the 
clearing- house  committee  may  require.    •    •    • 
The  following  shall  be  regarded  as  cash  reserve,  viz: 

Balances  due  from  other  banks  payable  on  sight  draft, 
Silver, 
Gold, 

Legal  tenders, 
National-bank  notes, 
Gold  and  silver  certificates, 
Amount  due  United  States  Treasurer, 
Clearing-house  loan  certificates. 
Section  2.  Upon  a  vote  of  four-fifths  of  the  members  of  this  associa- 
tion a  committee  of  five  shall  be  elected  by  the  association,  who  may 
receive  from  banks,  members  of  the  association,  bills  receivable  and 
other  securities  to  be  approved  by  it,  and  shall  be  authorized  to  issue 
therefor  to  such  depositing  bank  loan  certificates  to  an  amount  not  to 
exceed  75  per  cent  of  the  face  value  of  the  securities  or  bills  receivable 
so  deposited,  etc. 

BOCHESTBB,  NBW  YOBK. 

Section  24.  No  member  of  this  association  shall  clear  for  any  other 
institution  or  banking  firm  not  a  member. 

BUFFALO,  NEW  YOBK. 

Section  7.  Any  bank,  after  one  day's  notice  of  a  hearing  before  the 
association,  may  be  expelled  firom  the  association  and  d^arred  from 
all  the  privileges  of  the  clearing  house  by  a  four-fifths  vote  of  the 
whole  number  of  associated  banks. 

Section  8.  The  clearing-house  committee,  acting  in  concurrence  with 
the  arbitration  committee,  may  cause  an  examination  to  be  made  of  any 
bank  member  of  the  association    •    •    •    and  shall  have  power  to 
su8X)end  any  bank,  etc. 
Section  19.  Balances  shall  be  paid  in — 

United  States  Treasury  certificates. 

United  States  legal-tender  notes. 

National-bank  notes. 

Gold  coin. 

Gold  certificates. 

Silver  certificates. 
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Section  25.  This  association  shall  receive  *  *  *  on  special  trust 
snch  United  States  gold  coin  as  any  member  •  •  •  may  choose  to 
send  to  it  for  safekeeping,  for  clearing- bouse  purposes;  •  •  •  cer- 
tificates in  exchange  for  such  coin  shall  be  issued  to  the  depositing  bank 
in  denominations  of  $5,000,  etc.,  •  •  •  negotiable  only  among 
banks,  members  of  the  association,  etc 

Section  26.  Each  bank  member  of  the  clearing-house  association 
shall  hirnish  the  manager  a  weekly  statement  of  its  condition,  signed 
by  its  officers,  on  uniform  blanks  provided  by  the  association,  •  •  • 
for  the  private  use  of  each  member,  showing  the  average  amount  of— 

1.  Loans  and  discounts. 

2.  Deposits. 

3.  Due  from  banks. 

4«  Checks  for  next  day's  exchanges. 

5.  Oleariug-house  gold  certificates. 

6.  All  other  currency. 

7.  Bediscounts. 

BALTIMORE,  MABTLANB. 

Section  5.  The  executive  committee  are  authorized  to  take  into  con- 
sideration and  investigate  any  and  all  matters  aflfecting  and  pertaining 
to  the  banking  interests  of  the  city  which  may  be  referred  to  them  in 
writing  by  this  association  or  any  member  thereof;  to  report  to  the 
association  snch  recommendation  in  the  case  as  they  may  deem  wise 
and  proper.  Whenever  they  consider  it  for  the  interests  of  the  associa- 
tion they  are  empowered  to  require  from  any  member  securities  of  such 
an  amount  and  character  as  they  deem  sufficient  for  the  protection  of 
the  balances  resulting  from  exchanges  at  the  clearing  house.  State 
banks,  members  of  the  clearing-house  association,  shall  be  examined  in 
the  same  manner  as  national  banks  and  by  the  national-bank  examiner, 
etc. 

Section  6.  Be  a  depository  of  such  moneys  as  any  associated  bank 
may  desire,  shall  remain  a  special  deposit  for  safe-keeping,  and  issue 
therefor  certificates  in  concurrent  amounts,  etc. 

Section  7.  The  compensation  to  the  depositing  bank  shall  be  paid  by 
the  several  banks  in  proportion  to  their  respective  capitals,  at  tiie  rate 
of  30  cents  per  annum  on  each  $1,000  of  capital  stock. 

SAN  FBANOISOO,  CALIFOBNIA. 

Article  14.  The  debtor  banks  shall  pay  to  the  manager  at  the  clearing 
house  in 

Gold  coin. 

Clearing-house  certificates  it  has  issued,  or 

Gold  certificates. 

OHIOAaO,  ILLINOIS. 

Section  20.  All  moneys  paid  in  shall  be  in 
Gold  coin, 
Legal- tender  notes, 
Treasury  certificates, 
Kational-bank  notes. 
Its  own  clearinghouse  certificates. 
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WASHINGTON,  DISTBIOT  OP  COLUMBIA. 

Article  16.  The  clearing-hoase  committee  shall  have  fill]  power  and 
authority  at  any  time  to  direct  an  examination,  by  any  three  of  its 
members,  into  the  affairs  and  condition  of  any  member  •  •  •  for 
the  use  and  information  of  the  other  members  of  the  association,  but  to 
be  otherwise  confidential. 

LEXINGTON,  KENTUCKY. 

Article  II.  No  money  shall  pass  th];ongh  the  clearing  house  in 
making  the  exchanges.  [Persons  unfamiliar  with  banking  will  find 
such  ^^  clearings"  are  fully  described  in  a  monograph  on  Money,  Trade, 
and  Banking,  by  J.  H.  Walker:  Houghton,  Mifilin  &  Co.,  Boston.] 

SALT  LAKE  CITY,  UTAH. 

Article  3.  The  members  are: 
Wells,  Fargo  &  Co., 
The  Deseret  National  Bank, 
W.  S.  McCormick  &  Co., 
T.  E.  Jones  &  Co., 
The  Union  National  Bank, 
The  Commercial  National  Bank, 
Utah  Commercial  and  Savings  Bank, 
State  Bank  of  Utah, 
National  Bank  of  the  Republic, 
Bank  of  Commerce, 
Utah  National  Bank. 

FOBT  WOBTH.  TEXAS. 

Section  8.  Debtor  banks  shall  pay  to  the  manager  of  the  clearing 
house  the  balances  due  from  them  either  in 
Gold  coin, 

United  States  notes,  or 
National-bank  bills. 

KNOXYILLE,  TENNESSEE. 

Section  17.  Applications  ibr  membership  must  state,  if  a  bank,  its 
capital;  if  a  private  banking  house,  names  of  individual  partners,  name 
of  person  authorized  to  sign,  etc. 

NOBFOLK,  vmanoA. 

Section  12.  The  balances  due  the  clearing  house  shall  be  paid  in 
Currency  or 
Gold  coin, 
and  shall  be  put  up  in  packages  of  $500,  etc. 

Section  13.  The  executive  committee  shall  require  from  each  member 
of  the  association  securities  of  such  amount  and  character  as  said 
committee  may  deem  sufficiei^t  for  the  protection  of  balances  resulting, 
etc.,  or  other  satisfactory  guaranties. 

Section  15.  Be  a  depository  to  receive  in  special  trust  such  currency 
as  any  of  the  members  may  choose  to  send  to  it  for  safe  keeping. 
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DAYTON,  OHIO. 

Section  14.  The  expenses  of  the  clearing  honse  shall  be  paid  equally 
by  each  member  of  the  association. 

PORTLAND,  MAINE. 

Article  13.  The  debtor  banks  shall  pay  to  the  manager  of  the  clearing 
house  in 

Gold  coin,  or  in  its  own 
Clearing-house  certi^cates, 
the  balances  due,  etc. 

Article  15.  Gold  coin  of  the  quantities  of  $20,000,  $10,000,  and  $5,000, 
for  the  payment  of  balances,  shall  be  brought  in  sealed  bags,  etc. 
Article  17.  Clearing-house  certificates  payable  in 
Gk>ld  coin. 

WILMINGTON,  DELAWARE. 

Section  9.  The  character  of  the  fauds  to  be  used  in  payment  of  bal- 
ances to  or  from  the  clearing  house  will  be  Philadelphia  or  New  York 
exchange,  excepting  for  amounts  less  than  $1,000,  which  may  be  in 
currency,  at  the  option  of  the  payers. 

SYBACUSE,  NEW  YORK. 

Artide  3,  section  2.  Private  bankers  •  •  •  may  be  admitted  to 
membership  by  a  two-thirds  vote. 

LOUISYILLE,  KENTUCKY. 

Article  10.  Each  member  of  the  association  shall  furnish  the  man- 
ager, on  the  first  Monday  of  each  month,  a  statement  in  tabular  form 
of  the  averages  for  the  month  previous  of  its 

Capital, 

Surplus, 

Loans, 

Cash  on  hand, 

Eastern  exchange, 

Due  from  banks  other  than  Eastern, 

Bills  payable, 

Bediscounts, 

Deposits, 
which  shall  be  open  to  the  principal  officers  of  any  member. 

KANSAS  CITY. 

Section  7.  May  examine  any  bank  belonging  to  the  clearing  house 
and  require  any  and  all  members  to  deposit  •  •  •  securities  of 
such  an  amount  and  character  as  shall  be  satisfactory  to  the  dearing 
house  for  the  purpose  of  securing  any  debt  balance  that  may  occur  in 
the  adjustment  of  clearances  against  the  member  making  such  deposit, 
etc.  •  •  •  Shall  receive  bills  receivable  and  other  securities 
•  •  •  and  issue  therefor  •  •  •  loan  certificates  to  an  amount 
not  exceeding  85  per  cent,  etc 
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Section  15.  For  cause  deemed  sufficient  by  the  associated  banks,  any 
bank  may  be  expelled  from  the  association  and  debarred  from  all  the 
privileges  of  the  clearing  house^  by  a  majority  vote,  at  any  meeting  of 
the  association. 

Bylaws,  section  11.  Each  member  of  the  association  shall  furnish  as 
often  as  five  times  a  year  a  sworn  statement  of  its  condition,  •  •  • 
and  at  such  other  times  and  of  such  dates  as  the  clearing  house  may 
require,    •    •    •    open  to  the  inspection  of  members  only. 

NEW  YORK,  NEW  YORK. 

Section  2.  Acts  as  an  agent  only. 

Section  8.  May  examine  any  bank  member  of  the  association.  May 
require  security  of  such  amount  and  character,  etc. 

Section  16.  Every  bank  member  shall  furnish  a  weekly  statement  of 
its  condition,  etc.,  for  publication,  showing  the  average  amount  of-^ 

1.  Loans  and  discounts. 

2.  Specie. 

3.  Legal-tender  notes. 

4.  Circulation. 

5.  Deposits. 

Section  17.  May  receive  by  an  appointed  bank  in  special  trust 
Coin  or 

United  States  legal-tender  notes 
from  any  association  for  safe-keeping,  or  may  appoint  the  assistant 
treasurer  of  the  United  States  at  New  York  a  depositary,  etc. ;  certifi- 
cates to  be  issued  in  exchange  for  such  deposit,  negotiable  among 
members  only. 

Section  21.  Standing  committee  may  suspend  any  bank,  but  must 
immediately  call  a  meeting  of  the  association  to  act  on  the  case,  ete. 

Page  11,  resolution  of  April  8, 1872.  That  the  clearing-house  com- 
mittee be,  and  is  hereby,  directed,  whenever  it  appears,  in  its  judgment, 
that  legal-tender  notes  have  been  withdrawn  f^om  use  through  the 
agency  of  any  bank,  member  of  the  association,  to  make  an  immediate 
examination  of  the  bank  in  question^  and  should  there  appear  to  be 
complicity  on  the  part  of  the  bank  or  its  officers,  to  suspend  said  bank 
from  the  clearing  house  until  action  of  the  association  shall  be  taken 
thereon. 

Page  13.  Adopted  February  14, 1872. 

1.  The  New  York  Clearing  House  Association  or  any  members  thereof 
may  unite  for  the  purpose  of  clearing  checks  payable  in  gold. 

6.  The  adoption  of  this  system  shall  not  prohibit  any  bank  from  pre- 
senting gold  checks  for  payment  to  tiie  banks  on  which  they  are 
drawn,  etc. 

B&o ^19 
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H.  R.  7879.— FIFTY  FIFTH  OONGEESS,  SECOND  SESSION. 

IN  THE  HOUSE  OF  REPRESENTATIVES. 

February  8, 1898. — Mr,  BroHus  introduced  the  following  bill;  which 
was  referred  to  the  Committee  on  Banking  and  Currency  and  ordered 
to  be  printed. 

A  Bill  To  increafle  the  oiroulation  of  national  banks. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled^  That  upon  deposits  by  national 
banking  associations  of  United  States  bonds,  bearing  interest,  as  pro- 
vided by  law  under  the  provisions  of  sections  fifty-one  hundred  and 
fifty-nine  and  fifty-one  and  sixty  of  the  Revised  Statutes,  such  aftsocia- 
tions  shall  be  entitled  to  receive  from  the  Oomptroller  of  the  Currency 
circulating  notes  of  different  denominations  in  blank,  registered  and 
countersigned  as  provided  by  existing  law,  equal  in  face  value  to  the 
full  par  value  of  the  bonds  so  deposited;  and  national  banking  associa- 
tions now  having  bonds  on  deposit  for  the  security  of  circulating  notes 
less  in  face  value  than  the  par  value  of  the  bonds,  or  which  may  here- 
after have  such  bonds  on  deposit,  shall  be  entitled,  upon  due  applica- 
tion to  the  Comptroller  of  the  Currency,  to  receive  additional  ciroulat- 
ing  notes  in  blank  to  an  amount  which  will  increase  the  aggregate 
value  of  the  circulating  notes  held  by  such  association  to  the  par  value 
of  the  bonds  deposited,  such  additional  notes  to  be  held  and  treated  in 
the  same  way  as  circulating  notes  of  national  banking  associations 
heretofore  issued,  and  subject  to  all  the  provisions  of  existing  law 
atlecting  such  notes:  Provided^  That  nothing  herein  contained  shall  be 
construed  to  modify  or  repeal  the  provisions  of  section  fifty-one  hundred 
and  sixty-seven  and  fifty-one  hundred  and  seventy  one  of  the  Ueviseci 
Statutes,  authorizing  the  Comptroller  of  the  Currency  to  require  addi- 
tional deposits  of  bonds  or  of  lawful  money  in  case  the  market  value 
of  the  bonds  held  to  secure  the  circulating  notes  shall  fall  below  the 
par  value  of  the  circulating  notes  outstanding  for  which  such  bonds 
may  be  deposited  as  security. 

Sec.  2.  That  every  national  banking  association  shall  pay  to  the 
Treasurer  of  the  United  States  each  half  year,  in  the  months  of  Janu- 
ary and  July,  on  or  before  the  thirtieth  day  thereof,  a  duty  of  one- 
eighth  of  one  per  centum  upon  the  value  of  its  franchise  as  measured 
by  the  aggregate  amount  of  its  capital,  surplus,  and  undivided  profits 
upon  the  last  day  of  the  calendar  month  next  preceding.  Sections 
fifty-two  hundred  and  fourteen,  fifty-two  hundred  and  fifteen,  fifty-two 
hundred  and  sixteen,  and  flfty-twO  hundred  and  seventeen  of  the 
Revised  Statutes  of  the  United  States  are  hereby  repealed.  But 
nothing  in  this  section  contained  shall  be  so  construed  as  in  any  man- 
ner to  release  any  national  banking  association  from  any  liability  ^<>^ 
taxes  or  penalties  incurred  prior  to  the  passage  of  this  Act. 

Sec.  3.  That  section  fifty-one  hundred  and  thirty  eight  of  the  Bevised 
Statutes  is  hereby  so  amended  as  to  read  as  follows: 

<<  Seo.  5138.  No  association  shall  be  organized  with  a  less  capital  than 
one  hundred  thousand  dollars;  except  that  banks  with  a  capital  of  not 
less  than  fifty  thousand  dollars  may,  with  the  approval  of  the  Secretary 
of  the  Treasury,  be  organized  in  any  place  the  population  of  which 
does  not  exceed  six  thousand  inhabitants,  and  except  that  banks  with 
a  capital  of  not  less  than  twenty-five  thousand  dollars  may,  with  the 
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approval  of  the  Secretary  of  the  Treasury,  be  organized  in  any  place 
the  population  of  which  does  not  exceed  two  thousand  inhabitants. 
No  association  shall  be  organized  in  a  city  the  population  of  which 
exceeds  fifty  thousand  persons  with  a  capital  of  less  than  two  hundred 
thousand  dollars." 

Sec.  4.  That  all  acts  and  parts  of  acts  inconsistent  with  the  provi- 
Bions  of  this  Act  are  hereby  repealed. 


H.  BEFOET  1883,  PIFTT-FIFTH  COVGSESS,  THIRB  SESSIOV. 

OIRCUIiATIOlf  OF  NATIONAL  BANKS. 

Fbbruart  1, 1899. — Committed  to  the  Committee  of  the  Whole  House  on  the  state 

of  the  Union  and  ordered  to  be  printed. 

Mr.  Van  Yoobhis^  from  the  Committee  on  Banking  and  Currency, 

submitted  the  following 

REPORT. 

[To  accompany  H.  B.  7879.] 

The  Committee  on  Banking  and  Currency,  to  whom  was  referred  the 
bill  (H.  B.  7879)  to  increase  the  circulation  of  national  banks,  having 
duly  considered  the  same,  respectfully  report  as  follows: 

Existing  law  authorizes  national  banks  to  issue  circulation  to  the 
amount  of  90  per  cent  of  the  par  value  of  the  bonds  deposited  with 
the  Treasurer  of  the  United  States  to  secure  circulation.  By  this  bill 
it  is  proposed  to  amend  existing  law  so  as  to  authorize  national  banks 
to  issue  circulation  to  the  par  value  of  the  bonds  deposited  to  secure 
the  same. 

On  the  30th  day  of  January,  1899,  there  was  deposited  to  secure 
national-bank  circulation  United  States  bonds  amounting  to  $236,445,840. 
The  circulation  possible  under  existing  law  on  the  bonds  so  deposited 
amounts  to  $212,801,256.  The  circulation  possible  under  a  law  permit- 
ting an  issue  up  to  the  par  of  the  bonds  would  be  $236,445,840,  an 
increase  over  that  of  existing  law  of  $23,644,584. 

The  wisdom  of  amending  the  law  so  as  to  provide  for  this  increased 
circulation  does  not  seem  to  the  committee  to  admit  of  doubt.  There 
are  no  United  States  bonds  now  out  excepting  the  2  per  cent  bonds 
which  are  not  selling  in  the  market  at  a  considerable  premium,  and 
therefore  no  possible  loss  could  occur  to  the  note  holder  by  the  amend- 
ment proposed,  even  if  there  was  no  other  recourse;  but  when  we, con- 
sider that  the  note  holders  have  a  first  lien  upon  all  the  assets  of  the 
bank  in  addition  to  the  security  of  the  bonds  deposited,  there  can  exist 
in  no  case  the  possibility  of  loss. 

Under  existing  law  the  banks  are  deprived  of  a  portion  of  their 
available  capital  for  loaning  purposes,  and  to  that  extent  accommoda- 
tions to  business  are  withheld  which  otherwise  might  be  available.  It 
seems  clear  that  when  the  banks  find  so  little  profit  in  their  circula- 
tion as  now  limited  that  it  scarcely  pays  to  take  it  out,  there  ought  to 
be  an  enlargement  of  their  rights  to  issue  notes  so  as  to  afford  an 
inducement  to  furnish  as  large  a  measure  of  accommodation  to  the 
community  as  is  compatible  with  entire  safety  to  note  holders. 
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The  issuing  of  circaUting  notes  to  the  par  yalae  of  bonds  deposited 
to  secure  the  same  is  recommended  by  the  Comptroller  of  the  Carreacy, 
and  has  been  heretofore  recommended  by  every  comptroller  from  the 
time  of  and  inclading  Comptroller  Knox. 

The  committee  is  of  opinion  that  if  this  bill  becomes  a  law  tbere  will 
be  an  increase  in  the  amount  of  circulation  issued  when  the  demands  of 
boainesB  require  it,  and  thus  adistinct  benefit  will  come  both  to  the  banks 
and  to  the  commnnity,  without  in  the  slightest  degree  endangering 
note  holders. 

Under  existing  law  the  only  tax  assesaed  against  national  banks  is 
a  tax  of  1  per  cent  on  circulation.  The  Comptroller  of  the  Currency 
ban  recommended  from  time  to  time  that  the  law  assessing  the  tax  - 
npon  circuUtiou  should  be  repealed,  for  the  reason  that  with  this  addi- 
tional burden  there  was  little  orno  profit  to  the  banks  in  issuing  notes. 
By  this  bill  it  is  proposed  to  amend  existing  law  so  that  the  tax  on 
national  banks  shall  be  assessed  upon  the  franchise  of  the  banks  meas- 
ured by  their  capital,  surplus,  and  undivided  profits.  A  tax  of  one- 
eighth  of  1  per  cent  each  six  months  will  realize  to  the  Government 
somewhat  more  than  the  present  tax  on  circulation,  and  will  be  equally 
distributed.  The  tax  of  1  per  cent  on  circulation  outstanding  January 
30, 1899,  wonld  amount  to  92,111,289.  The  tax  assessed  by  this  pro- 
posed amendment  on  capit^,  surplus,  and  undivided  profits,  as  shown 
by  bank  statement  of  December  1, 1898,  wonid  amount  to  i2,40S,953. 

Under  the  existing  law  the  minimum  capital  stock  required  for  the 
organization  of  a  national  bank  is  $50,000.  In  some  sections  of  the 
country  there  has  been  a  growing  need  for  bank  issues,  as  well  as  for 
other  banking  accommodations,  in  small  towns  in  which  the  amount  of 
$50,000  can  not  readily  be  raised  for  banking  purposes.  The  inequality 
in  the  distribution  of  national  banks  is  one  of  the  marked  features  of 
our  national  banking  system.  In  the  Eastern  and  Middle  States  banks 
are  abnndant  and  this  alteration  in  the  law  would  not  be  availed  of  to 
any  considerable  extent;  but  in  the  Western  and  Southern  States 
there  is  a  dearth  of  banks  in  many  sections,  dne,  no  doabt,  to  the  lack 
of  capital  in  those  sections. 

The  following  statement  illustrates  the  situation: 

SlateBUHl  of  bAtiJit,  ftani:  itook,  amd  bank  eiromlatton  in  tkt  State*  uamti. 
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It  thus  appears  that  a  marked  discrepancy  exists  in  the  bank  circu- 
lation and  accommodations  in  the  different  sections  of  the  country. 
This  inequality  may  be  remedied  in  part,  at  least,  and  the  existing  need 
met  to  some  extent  in  the  sections  where  there  is  a  dearth  of  bank 
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issaes  and  banks  are  so  remote  from  each  other  as  to  afford  grossly 
inadequate  accommodations.  Belief  of  this  character  has  been  recom- 
mended by  those  best  qaalifled  to  judge,  and  meets  the  approval  of  the 
Comptroller  of  the  Currency,  who  is  most  familiar  with  the  banking 
needs  of  the  country. 

Your  committee  therefore  recommend  the  passage  of  the  bill,  with 
the  following  amendment: 

In  line  12,  page  3,  strike  out  the  word  ^Hwo"  and  insert  ^^threei" 
making  it  read  '^  three  thousand  inhabitants." 
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